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I do not think there is anything in 
the Act that we are bound- to put 
that up. 

Q.—l1 thought there was a provi- 
sion, at the end of section 7 (of Ex- 
hibit 514) ‘‘Provided that the Treas- 
ury Board may require a deposit not 
exceeding $10,000 to be made from 
said fund so soon as the required 
amount is available for the purpose ?”’ 
A.—Yes, I overlooked that. 


Q.—You have taken over mem- 
bers of other organizations, have you 
notP A.—yYes. 

Q.—In the case of what organiza- 
tion or organizations? A.—The Mac- 
cabees. 

Q.—Any other? A.—That is all. 


Q.—You took over the Maccabeés, 
and then I suppose when your society 
was formed with a Canadian charter 
you made some provision for taking 
over all the members of the former 
Woodmen of the World in Canada? 
A.—Yes, we took over about 500. 


Q.—You took them without any 
medical examination? A.—Yes. 

Q.—Had they been medically ex- 
amined under the rules of the parent 
society? A.—yYes. 

Q.—And your’ Association just 
adopted that examination? A.—Just 
adopted that examination, ‘that is 
only the first lot. 

Q.—That would be when you first 
made the proposition? A.—Yes. 


Q.—After that time, if any of the 
old members came to join they would 
have to submit to examination? A. 
—Yes, they would have to be ex- 
amined. 

Q.—Was there any payment made 
in connection with getting any of 
these old members to any person? A. 
—Any person in particular, no, I 
think not. 

Q.—No remuneration to any per- 
son to cover the service in getting 
in these members? A.—No. 

Q.—Nothing to yourself? A.—No. 

Q.—Were you paid anything in 
connection with the organization of 
the Woodmen of the World? A.— 
Not a cent. 

Q.—No money paid to you or any 
person else that you know? <A.— 
No sir, nothing. 

Q.—Does this circular show the con- 
ditions on which vou took over the 
Maccabees? A.—Yes. 


Q.—That would be a copy of a 


document sent out? A.—No, that 
is a dispensation. 
Q.—What do you mean by that? 


A.—That is an order signed by the 
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Head Consul Commander, and ap- 
proved of by the Executive Council. 

Q.—For what purpose? A.—Yor 
the purpose of taking the Maccabees 
over. . 

Q.—Without any medical examina- 
tions? A.—yYes, otherwise the by- 
laws would have had to have been 
complied with. 


Q.—Under what by-laws had the 
Executive Council power to give dis- 
pensation, any particular one? A.— 
Yes, By-law 27. 

Q.—(Reads by-law 27.) That seems 
to be pretty wide? A.—Pretty wide. 

Q.—Is it acted on in any cases 
than generally taking any of the 
members of another Order like this? 
A.—It is very little acted on. 

Q.—Does he give dispensation to 
certain individuals who want to join? 
A.—No. 

Q.—So that they need not pass a 
medical examination? A.—No, never 
given any outside of that body of 
men. — 

Q.—This. provides. (Reads dispen- 
sation, which was filed as Exhibit 
518). That means that on paying 
the $11.00 in instalments these old 
members of the Maccabees could be 
admitted to your Order at the age at 
which they joined the Maccabees and 
at your rates? A.—Yes. 

Q.—Why was that circular issued 
at that time? A.—There was no 
circular issued. 

Q.—Why was that offer made at 
that time? A.—Because some of thea 
Maccabees felt dissatisfied and ap- 
proached us. 

Q.—Dissatisfied on account of what? 
A.—I think it was on account of the 
raising of their rates. 

Q.—The Maccabees had come to the 
conclusion at that time it was neces- 
sary or proper or prudent that they 
should increase their rates? A.— 
Yes, the Order of Maccabees. 

Q.—And that would induce many 
to become dissatified ? A.—Yes, I 
believe it did. 

Q.—And your proposition was made 
for the purpose of getting these per- 
sons into your society? A.—yYes, if 
they wanted to come. 

Q.—How many members of the 
Maccabees did you get at that time? 
A.—I think about 400. 

Q.—Do you know what their aver- 
age age was? A.— No, I do not. I 
think it was lower than our average 
age. 
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Q.—It did not tend to increase your 
average age at any rate? A.—No, 
w was lower; our average age was 

Q.—Under this provision one might 
expect you would be apt to get the 
older members of the Maccabees 
rather than the younger members? A. 
—We did not take them individually ; 
they had to join by camps. 

Q.—By groups? <A.—Yes. 

Q.—I think the provision was that 
eighty per cent. of any camp must 
come over or you would not be open 
to take any? <A.—yYes. - 

Q.—Then do you know how many 
lodges you got from the Maccabees? 
A.—I think about nine or ten. 

Q.—What use was made of the 
$11.00 per member paid by _ these 
men? <A.—That was turned into the 
insurance fund. : 

Q.—Was it credited to the insur- 
ance fund? A.—Yes. 

Q.—Not to the expense account? A. 
—Not a cent. 

Q.—Attached to the dispensation is 
a letter from Mr. Fitzgerald to Mr. 
Haskitt. (Reads.) Were your rates 
about the same as the old rates of 
the Maccabees at that time? A.— 
IT think our rates were higher. 

Q.—Than the old rates? A.—Yes. 

Q.—But not as high as the Macca- 
bees were raising theirs? A.—No. 

Q.—You also agreed to give them 
the sick and funeral benefits, I see? 
A.—Yes. 4 


Q.—You made a special rule as to 
the members of your Society going to 
South Africa at the time of the war? 
A.—Yes, 

Q.—And you called upon all mem- 
bers to pay an additional assessment 
on that account? A.—Yes. 

Q.—Some refused to pay it? A.— 
Very few. 

Q.—What did you do in their cases? 
A.—Suspended them. 

Q.—That is you treated that as a 
valid special assessment made by the 
Order? A.—Yes. 

Q.—Not assessment to meet a par- 
ticular death loss? A.—No, just made 
in the regular way. 

Q.—Under what by-law would you 
be acting then? A.—I think that 
was a resolution of Head Camp. I 
do not think we acted under any par- 
ticular by-law. 

Q.—The whole Order made that re- 
solution? A.—Yes. 

Q.—Did the Canadian institution 
pay anything to the Sovereign Camp 
for the business that it took over? 
A.—No. 
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Q.—Is there not a sum of $50 a year 
ReLue paid in that connection? A.— 
Q.—In 1898 I think the Sovereign 
Camp levied five cents annual per 
capita tax, did it not? A.—Yes; we 
never paid it. 
Q.—Was there some disagreement 
between your body and the Sovereign 
Camp? A.—No, there was no dis- . 
agreement, and I think we thought 
it would not be a legal payment. 
Q.—That you had no right to pay 
the money out of the funds of the 
Society? A.—No right to pay it. 
Q.—At that meeting of the Head 
Camp apparently it was resolved that 
re-imbursement should be made— A. 
For the expenses of organization. 
' Q.—Yes, for the expenses of or- 
ganization. February 21st, 1900, 
the delegates reported that a tax of 
$50 per annum was proposed in lieu 
of re-imbursement of the per capita 


tax—was that agreed to? <A.—Yes, 
but it never was paid. 
Q.—Why? A.—We_ thought it 


would not be a legal payment. 

Q.—Has there been any discussion 
of it sinceP A.—Yes. 

Q.—June 21st, 1899, the Executive 
Committee—that is some six years 
after the organization of the Canadian 
Society—the executive committee con- 
firmed the adjustment at $50 per 
year. That seems to be done with 
a good deal of deliberation, but you 
say no money has been paid? A.— 
Never been paid. 

Q.—Has it been decided not to pay 
it? A.—No, the American officials 
told us if we were in doubt about it 
never mind, it did not amount to 
very much, and we just let it stand 
in that way. 

Q.—Do you permit the member to 
name any person he chooses as the 
beneficiary ? Ys. 

Q.—Did you always do that? A. 
—Yes. 

Q.—Do you allow members to 
change the beneficiary? A.—Yes. 

Q.—But you do not supply him with 
any forms for that purpose? A.— 
Well, we have forms in the office that 
we use for that purpose, that we send 
out to them if they want them. 

Q.—I notice D. Gordon keeping up 
Jones’ assessments not permitted— 
was that something the Order would 
not permit, for one man to pay the 
dues of another? A.—We ~thought 
Jones was out of the country or some- 
where and could not be found, and 
Gordon was not the beneficiary. 
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Q.—And you said he must not pay 

the dues, and then I suppose the pol- 
ley lapsed? A.—Yes. We did not 
think he had any right to keep the 
policy up; he was neither beneficiary 
nor a relative. 
_ Q.—You told me I think this morn- 
ing that you could show me how the 
expense account stood from time to 
time, will you show me that now? A. 
—Yes, page 14 of the ledger. 


Q.—How does this account stand 


now, Mr. Fitzgerald? A.—How does 
it stand at the end of the year? 


Q.—yYes? A.—There was a balance 
of $91.13. 
Q.—On hand? A.—Yes. 


Q.—You say that is in the cash 
A.—Yes. 

Q.—Does that agree with this ac- 
count in the-ledger? A.—It does not 
show that balance here. 

Q.—What makes the difference be- 
tween the two accounts? A.—TI do 


not know. 
Q.—Although the account in the 


ledger account—$3,860.25? A.—But 
that is not right—$95.13. 
).--395.13 ig rightr rr) A.-—Yes: 


Q.—Although the account in the 
ledger shows it $3,860.25? 
does not show the balance. 

Q.—In making up that balance you 
owe the bank you say $4,000? A.— 
We owed the bank more than that at 
the end of the— 

Q.—How much? A.—We owed the 
bank $9,542. It is shown here. (In 
the ledger.) 

Q.—Was that on account of ex- 
pense? A.—Yes. 

Q.—So that there would be a short- 
age of $9,000? A.—Against the ex- 
pense account. 

Q.—Now, does that show your bank 
loans from 1898? A.—yYes. 

Q.—Down to date? A.—Yes. 

Q.—That does not contain a very 
clear opening entry, does it? A.— 
I do not know. 

Q.—It commences 1898, January, 
without any day of the month, T.W. 
O., and nothing to indicate anything 
further about the transaction; 1,300 
—450°? A.—I think it was intended 
to commence in 1899. 

Q.—Tell me what your indebted- 
ness has been from time to time? A. 
—Well, it shows it each year. 

Q.—At the end of 1893 what was 
the liability? A.—$4,575. 

Q.—At the end of 1900 the balance 
was $4,250? <A.—Yes. 

Q.—At the end of 1901, $4,575? 
A.—Yes. 


A.—That* 
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Q.—At the end of 1902, $6,400P 
A.—Yes. 

Aone the end of 1900? A.—$5,- 

Q.—At the end of 1904, $11,895.46? 
A.—Yes. 

Q.—At the end of 1905, $9,542.60? 
A.—Yes. 

Q.—What caused the jump from 
the end of 1903 to the end of 1904 
of about $6,000? A.—Well, in those 
two years there was an extension of 
the Order tax 50 cents put on each 
member, and next year we were that 
much short—about $4,000 clear it 
amounted to—and that was that 
much loss. 

Q.—That is, fthe tax was taken 
off? A.—yYes, it was only made for 
two years. 4 

Q.—What yearsP 1902 and 1903? 
A.—Yes. 

Q.—For those two years you taxed 
each man, how much? A.—50 cents 
per year. 

Q.—And that was a fund for ex- 
pense purposes in connection with the 
organization? A.—yYes. 

Q.—And you stopped paying it in? 
A.—Yes. 

Q.—Although the account at the 
end of 1903 was still some $5,925 prac- 
tically overdrawn? A.—yYes, over- 
drawn. 

Q.—Why was that done? A.— 
Why was that overdrawn? 

Q.—No, why did you cut off your 
payments in respect of expense when 
your expense account was in that 
condition? A.—Well, it was thought 
the Expense Account would right it- 
self in time without the extra taxa- 
tion. 

Q.—You did not expect it to become 
lessened in 1904, because it was very 
much increased in that year? A.— 
Well, that was the year the 50 cents 
was not put on. 

Q.—Did you take off the 50 cents 
per member each year, at the samé 
time you passed the resolution for 
the Investigation Fund, or about the 
same time? A.—The Investigation 
Fund was passed in 1902. 

Q.—At the same time did you de- 
cide then to drop this payment of 
50 cents per member? A.—No; they 
were both passed that year—both 
those funds. 

Q.—You were at that time trying 
to get in new members? A.—Yes. 

Q.—And making a strenuous effort? 
A.—Yes. 
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Q.—Do you know how many times 
you have changed the rates of your 
Order? A.—Three times. 

Q.—In what years? A.—In 1903, 
the first change. That was at the 
organization of the Order. We put 
on a new rate although we took in 
the original 500 at the rate they were 
then paying to the American Order, 
and the first change we made was at 
the meeting in 1903. 

Q.—Your rates that you started 
with as a Canadian Society were put 
on a higher basis. were they, than 
the old ratesP A.—Yes. 

Q.—What rates did the members of 
the old Order pay when they joined 
yours? Did you continue them on the 
old rates? A.—We continued them 
on the old rates. 

Q.—So that all that were in the 
old Order continued to pay their old 
ratesP * 

Q.—And have paid their old rates 
until now? A.—Until now. 

Q.—They have never been raised? 
A.—No. 

Q.—These rates, then, I suppose, 
would be the lowest rates that any 
person paid? A.—The lowest. 

Q.—In 1893 you increaged them, 
and probably the better way would 
be to put in— A.—I put in a print- 
ed slip with those rates on. 

Q.—You did put it in? A.—Yes. 

Q.—That is the 19038 rate? A.— 
Yes, all the rates. 

Q.—Have you a copy of it here? 
A.—No, I have not. 

Q.—I have the same thing here. 
Probably it has been re-arranged a 
little. This first sheet shows the rates 
that were in force in 1893 when the 
Canadian Order was formed? <A.— 
Yes. I would recognize them better 
on the printed slip. It was along 
with the policy and the other forms. 
It was a long slip. 

Q.—You say some of the members 
are paying under the Sovereign 
Camp rates? A.—yYes. 

- Q.—Then others would pay the rates 
that were adopted in 1893 and con- 
tinued till 1896? A.—Till 1896. 

Q.—Then there would be another 
lot that would be paying rates that 
were adopted in 1896 and continued 
till 1900? A.—Yes. 

Q.—Then there was a change made 
in 1900, was there not? A.—Yes, 
that is the present rate. 

Q.—I thought there was another 
change in 1904? A.—No. 

Q.—No change in 1904? 
change. 

Q.—Are you sure of that? A.—I 
am sure. 


A—No 
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Q.—lIs there not.a difference in the 
$2,500 rate? A.—There was a mis- 
take in that rate and it was correct- 
ed. 

Q.—That is the rate chargeable for 
$2,500 insurance? A.—Yes. 


Q.—Attached to that I have put in 
a copy of the table that was recom- 
mended in the year 1906? A.—Is 
that the table set out in the— 

Q.—Yes, that is the table recom- 
mended, but not adopted? A.—Yes, 
changes were proposed almost every 
year. (Table of Rates, Exhibit 519). 


Q.—Just to indicate some of the 
changes. At age 20 in 1891 the rate 
was $4.80? A.—Yes. 


Q.—In 1896 it was $6; 1900, $7.44; 
1906, the proposal. was $10.80, but 
that was not carried out. At age 25, 
1891, $4.80; 18938, the same; 1896, 
$7.20; 1900, $8.16; 1906, the pro- 
posal was $12.48. Now the Hunter’s 
Table for the same age would be 
$13.66, the National Fraternal Con- 
gress Table would be $13.11 and the 
O.M. Table $15.21. At age 35 your 
rates commenced at $5.40 in 1891; 
$6 in 1893 and in 1896 $8.46; 1900, 
$9.72, and in 1906 you _ proposed 
$17.40. The Hunter Table would be 
$18.50, the National Fraternal Con- 
gress $18.25, and the O.M. Table 
$20.26. Take age 55, your rate ori- 
ginally was $18, and then changed to 
$30 and continued at that for 1893 
and 1896. 1900, $36. In 1906 you 
proposed $41.28. Hunter’s table 
would be $42.88, the National Frater- 
nal Congress $43.30, and the O.M. 
Table $48.87. I will put that state- 
ment in showing the tomparison of 
the different rates. (Exhibit 520). 
Of course, where the insurance speci- 
fies $1,000 insurance it is in reality 
$1,100 in your Society? A.—Yes. 

Q.—Because there is $100 paid to- 
wards a monument? A.—Yes. 

Q.—Although there is some saving 
on that, but you cannot say how 
much? A.—There is some. 


Q.—Do you know how much? A.— 


oO. 

Q.—Would it amount to $500 a year? 
A.—I do not think it would be $500 
altogether. 

Q.—Not from that source? A.— 
No. 

Q.—Most of them. want a monu- 
ment? <A.—Yes. 

MR. KENT: Q.—Was the rate in- 
creased to the Maccabees when they 
came in? A.—No, the Maccabees 
are paying the same rate. 
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MR. TILLEY: They are paying 
the rates of your Society on the date 
they joined? A.—Yes. 

Q.—Taking them in as of their age 
when they insured with the Macca- 
bees? A.—Yes. 

Q.—No change that you have made 
on rates has ever been made to apply 
to members who were then paying 
other rates? A.—That is right. We 
never increased the rates on the old 
members. 

Q.—Was there ever any attempt to 
increase the rate on the old members? 
A.—Yes, I think so. 

Q.—And I suppose the old members 
were in the majority? A.—Yes, and 
they would probably vote it down. 


Q.—There were no persons who were 
going to become members there, vot- 
ing? A.—No, sir. 

Q.—So they were not heard? A.— 
No. 

Q.—I suppose that it would be prac- 
tically impossible in your Order to get 
a resolution passed increasing the 
rates for old members? A.—I would 
not say impossible. 


Q.—I did not say absolutely im- 


possible. Would it not be practically 
impossible ? A.—It would be very 
difficult. 


Q.—You think there is a chance 
you could get it through? | A.—Oh, 
I think so if it was thought neces- 
sary. 

Q.—The Maccabees raised the rates 
on their own members, did they? A. 
—Yes. 

Q.—Do you know what their member- 
ship was at the time you made the 
proposition you should take over their 
Camps? A.—Oh, it was pretty large. 

Q.—How large? A.—I do not know 
how many. 

Q.—Can you approximate? A.— 
‘Over 100,000 any way. 

Q.—Who would then have to pay 
the higher rates? A.—Yes. 

Q.—How many would there be to 
‘whom your offer would extend? A. 
—I suppose our offer extended to all 
those in the Province of Ontario. 


Q.—How many would there be 
there? A.—I cannot say, perhaps 4 
to 5,000. 

Q.—And out of that body of mem- 
bers you got only about 400? A.— 
400. 


Q.—Did any other fraternal socie- 
ties bid against you? A.—Not that 
T know of. 

MR. KENT: Q.—You think it was 
a profitable transaction looking at it 
from this time? A.—It has turned 
‘out all right so far. 


Woodmen of the World. 
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MR. TILLEY: Q.—Why did you 
say it had turned out all right? A. 
—Their death rate is no higher than 
our own. 

Q.—That is to say those members 
who are sent to youP A.—Yes, it 
has proved so, so far, and their age 
was slightly under the average. 

Q.—What do you say about the 
rates you are charging now? A— 
As to their efficiency? 

Q.—Yes? A.—I do not know what 
to think of them. 

Q.—Should not some person in your 
position be thinking about that? A. 
—We do a good deal of thinking. 

Q.—What is the conclusion? What 
is the result of it allP A.—Some of 
us think the rate is not high enough, 
some of us think it is too high. 

Q.—What do you think yourself? 
A.—If you pay any attention to what 
actuaries say, it is a little low. 

Q.—What do you think about it. 
We have had persons in the witness 
box who do not mind contradicting 
actuaries? A.—I think it is pretty 
low. 

Q.—So that you need not be mod- 
est? A.—TI have no desire to contra- 
dict actuaries. 

Q.—You think the rates are too low? 
A.—I would not like to say that. The 
Order is doing very well at the pre- 
sent rate. 

Q.—Certainly you get the members 
In, especially if they come into a so- 
ciety where the understanding is they 
will not increase the old members’ 
rates, but make the new members pay ? 
A.—There is no understanding to that 
effect, there is nothing in the by-laws. 

Q.—You could raise the rates on the 
old members, if you cared to do so? 
A.—I think so. I think the law is 
wide enough for that. 

Q.—You say the change that was 
proposed in 1906 involved almost 
double the amount? A.—Yes, quite 
an increase. 

Q.—There was a report made on 
that proposal—apparently there were 
two reports sent in, one dated Sep- 
tember 18th, 1901, and the Chairman 
of the Committee, Mr. Luscombe, 
made the report. The matters re- 
ferred to the Committee were appar- 
ently the charging of the current 
rates, the increase of rates and the 
admission of women into the Order. 
The report says, ‘‘The Committee re- 
commends that all the members of 
the Order, irrespective of the date 
of the issue of their certificates pay 
a uniform rate of assessment based 


(2) The Com- 


on age at admission. 
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mittee further recommend that the 
rates payable by the Order be in- 
creased to the Hunter rates. (8) 
Committee further recommend the ad- 
mission of women to the Order ard 
for this purpose recommend that by- 
law 6 be amended by striking out the 
word male.’’? That report was not 
adopted, recommending that increase? 
A.—No, that clause was struck out. 


Q.—Another report was made ap- 
parently at the time it was proposed 
to change the rates in 1906P <A.— 
Yes. 

Q.—Report of January 30th, 1906? 
A.—Yes. 

Q-The Committee made a much 
longer report this time, and I will 
put in the two reports as Exhibit 521? 
A.—The last report is printed in the 
proceedings. 

Q.—I shall not read much of the 
report, but I shall read the part that 
refers to this matter. After setting 
out the rates they go on to say, ‘‘This 
proposition, if adopted, will supply a 
schedule of rates to apply to all busi- 
ness taken after March 38rd, 1906 


(reads.) To what body was that re- 
port submitted? A.—To the Head 
Camp. 


Q.—At a meeting this year? A.— 
Yes, last March. 

Q.—And what action was taken? 
Just voted it down? $A.—There was 
considerable discussion. 


Q.—Is the matter ended, or is the 
Committee still in existence and are 
you still considering the change in 
ratesP A.—No, that is out of exist- 
ence. That report is settled. 

Q.—What is being done now with 
regard to rates? §A.—Nothing. 


Q.—Is there no Committee in exist- 
ence? A.—No. 

Q.—There is no movement on hand 
now to raise the rates? A.—None, 
it was very promptly sat upon at that 
meeting. 

Q.—The delegates would not ap- 
prove of it? A.—wNo. 


Q.—What position did they take 
about it? That the rates were high 
enough? A.—They thought the rates 
were plenty high enough. 

Q.—As high as they wanted to pay, 
but they thought the Society was on a 
sound financial basis? A.—I think 
they must have thought that or they 
would not have voted down the in- 
crease of rates. I cannot tell the 
individual ideas they had. 

Q.—You can tell the ideas that they 
gave expression to at any rate? A. 
—Well, those that spoke against it 
were of the opinion that the rates 


6 EDWARD VII., A. 1906. 


Woodmen of the World. 
(W. OU, Hitzgeraia, st xd.) 


were high enough and that the So- 
clety was solvent. 

Q.—Because it had no liabilities at 
the present time outstanding, but 
what it could pay? A.—None what- 
ever. 

Q.—That was the standard of sol- 
vency, I suppose, that they applied? 
A..Well, they were using those argu- 
ments. 

Q.—The Society has never, I under- 
stand, computed what its liabilities. 


on its policies are? A.—On the ex- 
isting policies? 
Q.—Yes? A.—No. 


Q.—No estimate of the proper re- 
serve has ever been made? A.—None. 

Q.—And you have no idea as to the 
amount of liability figured out in that 
way? A.—No, not on an actuarial 
basis. 

Q.—I suppose you would agrée that 
the liability on the policies can be: 
actuarially computed? A.—Oh, I 
should think so. 

Q.—And the amount of that liabil- 
ity must be provided for ultimately? 
A.—Must be provided for, of course. 

Q.—And that liability does not be- 
come pressing on the Society so long 
as it can keep on getting in new mem- 
bers fast enough? A.—TI suppose get-- 
ting in new members is a great assist- 
ance, it keeps the machinery going. 

Q.—It keeps them able to pay the 
claims as they fall in, that is the 
principle is it not? A.—Any insur- 
ance institution would be in bad shape- 
if they did not get in new members 
or new policies. 


Q.—There is no doubt about that, 
but that is the very life of a Society 
where the rates are too lowP A.—. 
Well, where the rates are too low 
they must certainly get in new mem-. 
bers and young members. 

Q.—It is not so much their being 
new members, but they must be young 
members? A.—Young members. 

MR. KENT: Q.—Could your asso- 
ciation transfer all its insurance to. 
some other association at the present 
rates you are receiving? A.—I do 
not know what you mean. 

Q.—Do you know of any other asso- 
ciation that would take over all your 
members at your rates? A.—I do. 
not. 

Q.—Supposing you had to put up as. 
a reserve the amount of all your lia- 
bilities, what position would that put 
you inP A.—We would have to in- 
crease the rates or make more than 
12 assessments a year. 

MR. TILLEY: Q.—Do you base. 
your rates for different. amounts in: 
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exact proportion. For instance where 
the insurance is for $1,000 do ai 
charge double the rate for $500 ? 
—We charge half for $500 or a little 
more. 

Q.—Where it is for $1,000 you 
charge double what you would if it 
were only for $500? A.—$1,000 rate 
is not double the $500 rate, but the 
$2,000 is more than double the $1,000. 
If you look at the first table, you will 
see the $3,000 is more than three times 
the rate for $1,000. 


Q.—Do you know why you did not 
keep the premiums for different poli- 
cles in proportion? A.—I think it 
was thought at the time this rate was 
made that two $1,000 risks would be 
better than one $2, 000 risk. 


Q.—You thought there would be an 
advantage in having the insurance on 
two lives for $500 each rather than 
having it on one life for $2,000? A. 
—Yes, that is right. The average 
policy last year was less than $1,000, 
the average new policy. 

MR. KENT: Q.—Do you think the 
figures in the report that has just been 
read are correct? A.—I think they 
are. 

Q.—I mean as to collecting $200 
from each member? A.—Do you mean 
do I think the rates are right? 

Q.—I ask you if you agree with the 
figures in the report? A.—They are 
pretty high, I would not like to say 
I do. 

Q.—Would it be possible for you to 
collect $200 for each member at the 
present time—say in one year—$200 
extra? A.—From each member? A. 
—No, I do not think they would pay 
it. "The members might stand a rea- 
sonable increase, but $200 a year would 
be out of the question. 

Q.—But if they have been getting 
their insurance below cost for a num- 
ber of years, that state of things can- 
not possibly continue? A.—No, cer- 
tainly if they were getting it below 
cost it must be rectified some time. 


Q.—Did any body in the Camp when 
that report was being considered, un- 
dertake to prove that the figures were 
not correct, or were they simply voted 
down without discussion as to whether 
they were correct or not—whether 
the calculations had been properly 
made? A.—I do not think there was 
anybody submitted figures to show 
that the table just read was not right. 

Q.—It was like a man throwing an 
account out of the window because he 
did not want to pay it and it would 
come back again the next day? A. 
—You might put it that way. 


Woodmen of the World. 
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Q.—Closing your eyes to the deficit 
souls not make it any the less? A. 
ae O, 

(The Commission adjourned on 
Thursday, September 27th, 1906, at 
4.30 p.m. till Friday, 28th Septem- 
ber at 10.380 a.m.) 
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MORNING SESSION. 
Toronto, Friday, Sept. 28, 1906. 


Examination of WILLIAM C. 
FITZGERALD, continued by MR. 
TILLY : 


Q.—Did you give me an estimate 
yesterday as to the amount of money 
you had transferred to the expense 
fund from the savings in respect of 
the $100 for each monument for each 
insurer—did you say it would. not be 
over $500? A.—No, I did not think 
the savings would be any more than 
that. 

Q.—During the whole time? A.— 
Yes. 


Q.—Here is the statement you have 
handed in, moneys transferred from 
monument fund to the expense fund 
in 1900, $2,150, 1901— A.—But you 
asked me for an estimate of what we 
saved on monuments where we should 
compromise with the beneficiaries. 


Q.—I intended to ask you what you 
would be able to use for expenses as 
the saving from that payment which 
you should ordinarily make under 
your policy ? A.—From the begin- 
ning. 

Q.—Yes? A. —That is the statement 
there. 

Q.—That is to say it is $6,076.25. 
Then you transferred from insurance 
fund to the fund that we spoke of 
yesterday, called investigation fund, 
$3,466.10?? <A.—Yes. 

Q.—Spread over those years? A. 
—Yes. 

Q.—That would be on the basis of 
one per cent. of the receipts? A.— 
Yes, one per cent. of the receipts of 
assessments. 

Q.—And that fund commenced in 
1902 and has been in existence for 
the four years? A.—Yes. 

Q.—Then you transferred from 
emergency fund to investigation fund 
$56.84, why did you do thatP A.— 
That is on the same basis. 

Q.—That is to say the one per 
cent.? A.—The one per cent. 
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(J.—Ot the first premiums received 
from persons who insured during 
those years? A.—Yes, the first assess- 
ments. 

Q.—You transferred from the sick 
and funeral benefit fand to the ex- 
pense fund $2,114.19? A.—Yes. 

Q.—In three years; 1903, $383.20; 
1904, $141.17; 1905, $1,939.82? A.— 
Yes, 

Q.—How did you fix on _ those 
amounts in the thre years as_ being 
proper to transfer sto the expense 
fund? A.—These were disbursements 
on account of the sick and benefit 
funds. 

Q.—Did you keep a separate ac- 
count of the expenses on account of 
sick and funeral business? A.—Of the 
charges we had against the fund for 
management, 

Oe Yes) A Yes: 

Q.—Where is that? A.—In the old 
ledger. . 

Q.—Where is the old ledger? A.— 
We did not bring it. 

Q.—I asked in my telegram specifi- 
cally that you should bring all the 
old books as well as the new books? 
A.—We thought we had everything 
here. 

Q.—You have not got that? A.— 
No. 

Q.—Is not that in the new ledger? 
A.—No sir. 

Q.—It is one of the items that has 
not been tranferred into this new 
book? A.—It has not been trans- 
ferred, that is a correct statement. 


Q.—Tell me what items would enter 
into that? A.—Items of printing. 

Q.—Stationery? A.—Yes. 

Q.—Of course you could fix on the 
payments made for stationery of that 
department quite readily? A.—Quite 
easily, and then the— 

Q.—How about organizers’ expen- 
ses? A.—We charge no organizer ex- 
penses. 

Q.—You have not charged anything 
against the sick and funeral fund? 
A —Not for organization. 

Q.—So that the general expense 
fund of the insurance branch pays all 
organizers’ expenses? A.—Yes. 

Q.—What else beside printing would 
enter into it? A.—The cost of secur- 
ing the bill, putting through the Act, 
including the printing in connection 
with it. 

Q.—That would make one expect to 
find the large payments in the early 
years, and smaller payments in the 
later years, but it increases from $141 
in 1904, to almost $2,000 in 1905? A. 
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—There would not be any money in 
the Department the first year to pay 
it. 

Q.—Then in 1905 you were paying 
the liabilities which were incurred 
some time before? A.—Yes, two years 
before, 

Q.—Had the society been owing 
those items or did the society pay it 
out of the insurance fund? A.—Pay 
it out of the general insurance fund. 

Q.—Then you are charging against 
the sick and funeral funds items to 
offset what you have already paid out 
Sea sick and funeral branch? A. 
—Yes, 

Q.—And you have not anything 
here to show to us what that consists 
of? A.—No, but I can tell you what 
those items are, just about; the small 
items are for stationery. 

Q.—And the item of $2,000, what is 
that? A.—$900 or something is for 
the cost of getting the Act through. 

Q.—Who was that paid to? \ A.— 
General expenses, I got some of it, 
and for disbursements, cost of Bill, 
cost of printing notices in the ‘‘Ga- 
zette’’ and other papers, and travel- 
ling expenses, including a deputation 
to Ottawa three times. 

Q.—If you had a few deputations 
it would be bound to run up ? A.— 
Ours is very moderate. 

Q.—What is the $1,000? A.—The 
$1,000 is an estimate of the cost of 
management of the funds for the three 
years. 

Q.—That is about what I expected 
the answer would be, that you in the 
year 1905 charged against the funds 
of that society a round sum that you 
approximated would be about fair? 
A.—Yes. 

Q.—As against the sick and funeral 
branch? A.—Yes. 

Q.—But there is no account kept in 
connection with that, it did not build 
up in the account? A.—No. that did 
not build up in the account. 

Q.—It is just an arbitrary division? 
A.—Yes. you could not make an ac- 
count of that very well 

Q.—Probably based on what vou 
were needing for expenses in that 
year? A.—I think based on the total 
expenses of the whole Order for the 
whole year. 

Q.—The premiums that you charge 
are supposed to be net premiums, are 
they not—in an assessment society 
the assessments that you levy—we 
have put in a statement of them 
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—they are net premiums as lt were? 
* A.—Supposed to be. 

Q.—Without any loading for ex- 
penses, the members of the Order are 
supposed to contribute their expenses 
otherwise, 15 cents— A.—TIn the In- 
surance Department, and 5 cents in 
the sick and funeral benefit. 

Q.—That is the five cents is per 
capita per month? A.—-Yes, or per 
assessment. 

Q.—There is 15 cents per capita 
per month for the general insurance? 
A.—Yes. 

Q.—And that is supposed to be a 
payment made to cover expenses? A. 
—Yes. 

Q.—That would leave the assess- 
to be treated as net premiums with- 
out any loading? A.—Except what 
might ‘have been added under the sec- 
tion of the Act which provides how 
the sick and funeral benefit is to be 
made up, under section 5. 

Q.—The sick and funeral prem- 
iums are under the Act required to 
be made up according to some stan- 
dard table? A.—yYes; there may 
have been a provision for expenses in 
that. 

Q.—Let us eliminate that, because 
that was not an arbitrary premium 
fixed by yourselves, but take the as- 
sessments for the Insurance Depart- 
ment, they are to be regarded as net 
premiums, so to speak, without any 
loading at all? A.—Without. any 
loading as far as I understand it. 

Q.—I think you practically went 
so far yesterday as to admit that in 
your opinion the premiums are, if 
they err at all, too low rather than 
too high—that is putting it very 
mildly? A.—I do not think they are 
too high. 

Q.—If they err at all they are too 
low? A.—I would not say they are 
too low because I really do not know. 

Q.—We will leave it that way, 
that they are mot too high. There 
have been several propositions to in- 
crease them, and in this year you 
are thinking of increasing them by 100 
per cent.? A.—The proposition was 
quite in advance of the old rate. 

Q.—Almost 100 per cent., and that 
proposition was made by a Commit- 
tee who had the good and welfare of 
the Order at heart? A.—I believe 
sO. 

Q.—Men of prominence in the Or- 
der? A.—Quite prominent. 

Q.—And who probably better than 
any others in the Order could say 
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what was the right thing to do? A. 
—I suppose they said what in their 
judgment was best. 

Q.—Their judgment I suppose by 
reason of the attention they had giv- 
en to the affairs of the Order might 
be entitled to carry more weight than 
the judgment of any other two or 
three members of the Order? A.— 
That might be a little too strong, 
because I think some of the members 
of that Committee have not given the 
Order very much attention, although 
they are quite prominent men. 

Q.—And their idea was that they 
should be doubled? A.—They might 
not have been very well versed in in- 
surance rates. 


Q.—Having that in mind, is not it 
perfectly obvious that Hfaving net 
premiums and having them at any 
rate as low as they can possibly be, 
that you have been making a mit- 
take in taking off from these prem- 
iums paid in from insurance moneys, 
which by this circuitous route have 
been passed into the expense fund, 
taking the monument fund, the in- 
vestigation fund, and payments from 
the sick and funeral branch, the lat- 
ter not so much as the former? A.— 
I do not think there is any mistake. 

Q.—You are taking money for ex 
penses out of net premiums? A.— 
Permitted me to do so. 


Q.—I am not saying the Act of In- 
corporation says that you m* 
do so, but I am saying are not you 
taking away from a fund which is ob- 
viously already too small, money to 
be used to pay expenses? A.—Of 
course if we admit it is’ too small 
there might be something in that. 


Q.—You do not admit it is too 
small? A.—I could not. 


Q.—You mean to say it would be. 
improper in your official capacity to 
s0mit thate.. A.—vYes, ..think it 
would be quite improper. 


Q.—Does any other assessment so- 
ciety carry on business with prem- 
iums as low as yours in Ontario? A. 
—A number of them ‘have been 
raised within the last few years, I 
think the Canadian Foresters is as 
low as ours. 


Q.—Is that the only one? A.—The 
only one I have in mind at the pre- 
sent time, I am not sure about the 
C.M.B.A., they were pretty low at 
one time, I don’t know whether they 
have raised them recently or not. 
The Canadian Foresters I think is 
slightly under our rates. 
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Q.—How long have the Canadian 
Foresters been carrying on business? 
A.—It must be 25 years. 

Q.—An older concern than yours? 
A.—Yes, double the age. 

Q—And notwithstanding these 
moneys you have taken from the in- 
surance moneys in this indirect 
method your expense account is still 
$9,000 overdrawn at the _ present 
time? A.—Yes. That would be pro- 
vided for by a tax which was levied 
at the last session, called a Sessional 
Tax. 

Q.—Tell us about that Sessional 
Tax? A.—That is ten cents per 
annum per member to meet the ex- 
penses of the head camp. That will 
wipesoff a large item. 

Q.—I suppose that every short per- 
iod of time you try to infuse some 
new energy into the organization 
branch of the business and get in new 
members. you make a special move- 
ment? A.—We have never made any 
very special efforts at any time. 

Q.—Is there any such movement on 
foot at the present time? A.—No. 

Q.—There is nothing you are now 
complaining of in the way of a spe- 
cial effort to get in new members? A. 
—No, nothing out of the ordinary. 


Q.—Is it intended that the ten 
cents per member will wipe out this 
deficit of $9,000, or are you going to 
get rid of it? A.—That will natur- 
ally wipe itself out, the expenses of 
head camp has been a great factor in 
keeping up the expense deficit. 

Q.—This high expense of bringing 
your delegates together every year? 
A.—yYes. 


Q.—And now that you have abol- 
ished one meeting out of every two 
meetings you think the expenses will 
not be so thigh? A.—No, certainly 
not; there is a large amount of ex- 
penses in connection with the head 
camp. 

Q.—yYou have been having’ these 
statutory meetings ‘now for _ several 
years? A.—I think we have had 
them since 1898. 

Q.—And the expenses have been 
increasing rather than diminishing 
since 1898? A.—Of course the Order 
has been larger. 

Q.—I mean the deficit has been in- 
creasing? A.—It has decreased last 
year. 

Q.—I mean since 1898? A.—Cer- 
tainly, it has increased some. 

Statement showing the moneys 
transferred out of insurance moneys 
for the expense account filed as Ex- 
hibit 522. 
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Q.—I think you said yesterday that 
there fhave been no rates raised to 
old members at any time? A.— 
Never. 

Q.—Every person that joined is 
now paying on the same basis as the 
rates that are in force at the time 
he started? A.—Yes. 

Q.—In 1902, I think it was, the 
Executive recommended to the head 
camp that old rates should be raised ? 
A.—Yes, I think that was the year. 

Q.—Was that with the practical 
unanimous approval of the Executive? 
A.—No, I do not think the Executive 
were unanimous. 

Q.—How was that received by the 
head campP A.—At that time? 

Q.—Yes? A.—I think the Execu- 


_ tive got very few backers. 


Q.—Can you say how many mem- 
bers will be at the meeting of the 
head camp? <A.—There might be 75 
or 80 at that meeting. 

Q.—How many of those voted in 
favour of raising the rates of the 
old members? A.—There was not any 
record kept of the pros and cons. 

Q.—From your recollection? A.— 
How many voted in favour? 

Q.—YesP A.—I think 15 or 20 
wculd be a fair estimate, perhaps net 
that many. Of course it is hard to 
tell in a body of men when they do 
not record the vote, how many are 
voting in favour. 

Q.—I suppose where you are con- 
sidering the advisability of raising 
the rates jf old members what you 
fear is there might be a lot of mem- 
bers leave the order? A.—No, I do 
not think there would be a lot leave 
the order on account of raising the 
rates on the old members. 

Q.—You think not? A.—No, be- 
cause I think members who have been 
in for some time would remain in 
rather than go out, 

Q.—The old members would re- 
main? A.—Yes. 

Q.—The new members would prob- 
ably leave? A.—No, I do not think 
that. I do not think that hag been 
the experience. 

Q.—If any members left it would 
be the new members, the younger 
men? A.—If any left at all I should 
suppose it would be somebody recent- 


y in. 

Q.—And that would tend to raise 
the average age of your members? 
A.—Well, if they were young mem- 
bers it would. 

Q.—That would be the tendency, is 
there any question about that? A.— 
Yes, I suppose that would increase 
the average age. 
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Q.—You have furnished the state- 


ment showing the ages of members 
in 1903 and again in 1905. At the 
end of 1903 the total number of mem- 
bers was 8,507, and the average age 
was 39.25. The average age of mem- 
bers 65 and under, 39.13—why did 
you make that division and show 
those under 65 separately? A.—Each 
year the raising of rates was consid- 
ered. 

Q.—That is at every head camp? 
A.—Every legislative meeting, and of 
course I tried to give as much infor- 
mation as possible as to the ages for 
the benefit of head camp. 

Q.—Were you in favor of raising 
the rate personally? A.—If it was 
for the benefit of the Order I was. 

Q.—Why do you fence, you know 
whether you were in favor of it or 
whether you were not A.—Yes, I 
was in favor of it. 

Q.—You are one of the members 
that have been trying to get the rates 
raised? A.—I did not make very 
much effort to get them raised. I 
looked on my position as official, and 
was there to do as I was told and 
carry out the orders of head camp. 

Q.—Tell me this, in your opinion 
was the proposal of 1906 that we re- 
ferred to yesterday a wise and judi- 
cious proposal on the part of the Or- 
der? A.—I think that proposal was 
high. 

Q.—Have you any schedule of rates 
that has been proposed at any time 
that you think should be adopted? 
A.—No. 

Q.—Because there have been many 
schedules proposed from time to time? 
A.—No, I have not any that I was 
particularly in favor of. 

Q.—You give the number of mem- 
bers over sixty, and at different ages 
from that down to twenty, showing 
that the bulk of the members were 
between forty and fifty, were they 
not? A.—Yes. 

Q.—And the average age of the new 
members admitted in 1903 was 31.44 
years, and the average age of new 
members the year before was 32 years? 
A.—Yes. 

Q.—So that that information was 
given I suppose because you knew 
that that was an important factor in 
considering the position of the So- 
ciety? A.—Yes, I thought that was 
important for them to know how the 
ages were. 

Q.—That indicated that the new 
members you were bringing in were 
helping to keep the average age 
down? A.—JI certainly did, because 
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the new members in 1905 the average 
age was 30.88. 

Q.—In 1905 you prepared another 
statement and the total membership 
at that time was 10,318? A.—Yes. 

Q.—The average age 39.25, the same 
as it was in 1908. The average age 
of members 65 years and under 39.7. 
Then comes the average age of new 
members in 1904, 30.88, showing that 
you had a younger class of members 
joining in that year than in the year 
1903? A.—Yes. 

Q.—And the average age of new 
members in 1904 was 30.17? A.—yYes. 

—Statement of ages just referred to 
filed as Exhibit 523. 

Q.—In your by-laws it is provided 
that every amendment of the by-laws 
shall refer to old members as well as 
new members, does it not? A.—Yes, 
generally. 

.—Is there any exception in the 
case of the by-law fixing the rates? A. 
—No, not in the constitution. 

Q.—Under by-law 112, which is the 
one now in existence, it is provided 
the assessments payable by every male 
member of the ordinary class shall 
be as follows, and then the schedule 
is set out? A.—Yes. ; 

Q.—Is that insisted on as to all 
members? A.—No. 

Q.—How do you explain that, when’ 
the by-law says by every male mem- 
ber? A.—The original notice of mo- 
tion to amend the constitution was 
to apply to new members only. 

Q.—That is in the way in which it 
was originally passed? A.—Yes. 

Q.—This by-law has been approved 
formally since that time? A.—Yes, 
right along. , 

Q.—And under the wording of that 
by-law every new member of your 
order should be paying these rates? 
A.—Under the strict reading of it, 
without understanding how the amend- 
ments were made, it looks like that. 

Q.—That is to say you have to go 
to something entirely outside of this 
by-law and this constitution to find 
anything that warrants you in mak- 
ing an exception of old memberd? 
A.—Yes. 

Q.—Has there been any discussion 
at any time as to the binding effect 
of this by-law, that every person must 
pav these rates? A.—I do not re- 
call anv at the present time. 

Q.—You see the shape it leaves 
matters in, a man that is asked to 
become a member of your Society is 
shown the constitution and by-laws, 
and he sees every member is paying 
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these rates, he gets his policy and it 
shows the same thing, and yet you 
say, | suppose, a large percentage of 
your Sete are paying on lower 
rates? A.—Quite a large number. 

Q.—Can you tell me how many mem- 
bers have come in since these rates 
that are in your present constitution 
have been established? A.—I think 
over one-half. 

Q.—One-half since and one-half 
before? A.—Yes. 

Q.—So that the half that came in 
before would be made an exception 
under your actual method of carrying 
out the work, whether it is strictly in 
accordance with the resolution or not? 
A.—Yes, under the resolutions of head 
camp. 

Q.—That appears on the policy too? 
A.—Yes. 

Q.—It Hep on the back of the pol- 
icy— A.—We print all the by-laws 
after 1896 on the back of the policy. 

Q.—And the rates are set out on 
the policy? A.—We print every by- 
law in full. 

Q.—You print every by-law that re- 
lates to the conditions of membership? 
A.—Yes, I expect so. 

Q. Everything that affects the in- 
surance? A.—Yes. 

Form of policy filed as Exhibit 524. 


MR. TILLEY: The by-law that in- 
dicates that the changes apply to all 
members is 1380. 

Q.—I will put in a statement show- 
ing how your rates would be if they 
were equalized, so that the man with 
the $2,000 insurance paid in propor- 
tion to the man who had $1,000 in- 
surance—of course in each case the 
item for monument must be added— 
that indicates quite a substantial dif- 
ference in some amounts, and not so 
much in others? A.—In the present 
rates? 

Q.—yYes? First it is set out, tak- 
ing the same age all the way through, 
at the age 45 it appears the rates of 
the old Sovereign Camp, and for in- 
stance your rate for a three thousand 
dollar policy in the old Sovereign 
Camp was $1.80, if it had been in 
proportion to the $1,000 policy, the 
charge would have been $1.55? A.— 
$1.65, three times 55 cents. 

Q.—I+ is not three times 55. he- 
eause the $1,000 policy is really 
$1.100. and the $3,000 policy is really 
$3.100? A.—Oh yes. that is right. 

Q.—Then in 1893 there are differ- 
ences all along. the line; the $1,500 
policy the rate is $1.15 and equalized 
on a thousand dollar policy it would 
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be $1.09. Taking the rates that are 
now in force, age 45, $2,500, the rate 
you have is $3.70? a “Yes. 

Q.—The equalized rate would be 
$2.98? A.—Yes. 

Q.—A difference of 72 cents? A. 
—Yes, 

Q.—And $2,000 policy your charge 
is $4.41, and the equalized rate $3.55? 
A.—Yes. 

Table of equalized rates compared 
as actual rates marked as Exhibit 
525. 

Q.—I put in statement as well 
showing your insurance funds during 
the years you have been carrying on ~ 
your work. The first column is the 
amount paid in by way of — assess- 
ments; the second column is_ the 
amount paid out in death claims, 
and then you have the balance either 
in excess of the death claims or un- 
der the death claims paid out shown 
for each year? A.—Yes, 


Q.—In the years 1895. 1896 and 
1898 there was a shortage in the as- 
sessments paid in? A.—Yes. 


Q.—In all the other years you have 
paid in excess of the death claim? 
A.—Yes. 

Q.—And ,in 1905 the amount paid 
in in excess that way was $30.645.85? 
A.—Yes. 


Q.—The year before being $13,278? 
A.—The year previous $28.000. 

Q.—In 1903, $28,429?  A.—Yes. 

Q.—In 1901 it was only $6,600? 
‘A:—Yes: 

Q.—Since then it has been over ten 
thousand dollars every year? A.— 
Yes. 

Q.—Most of the years about twenty- 
five to thirty thousandP A.—Yes. 


Q.—Besides shortage by way of loar 
for expenses for $9.542.6G0 you had 
office rent owing at the end of 12995 
$183.32? A.—Yes. 

Q.—And your salary was owing? 
A.—Part of it. 

Q.—$1,136.96 was owing to you? 
A.—Yes, 

Q.—Over what period did that ex- 
tend. 1905, or have you always car- 
ried—? A.—There is always a bal- 
ance due to me. 

Q.—How much is there due now? 
A.—That has been reduced. possibly 
$500 or $600. 

Q.—Is your shortage paid to you 
in the beginning of the year? A.— 
No, I just draw cheques whenever I 
require them. 

Q.—Just as you need the money? 
A.—Yes. 
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Q.—And that accounts for the 
money being left there? A.—Yes. 


Q.—It is not kept there so that it 
will not appear as a loan? A.—No. 

Q.—There was owing to Mr. Lus- 
combe $183.70? A.—Yes. 

Q.—So that in all on account of 
expenses there was owing about $11,- 
000 including the loantothe bank at 
the end of 1905? A.—yYes. 


Q.—How much do you pay the 
auditor of your company? A.—$450 
a year. 

Q.—Or $520, which? A.—$450. 


Q.—I thought the books show 
$520? A.—That showed what he re- 
ceived, the rate is $450. 

Q.—Why did he receive more than 
the rate? A.—Possibly there was a 
balance due from the previous year 
to him 

Q.—It would be at the rate of $450 
a year? A.—Yes. 

Q.—To what extent does he super- 
vise the books of the Order, what 
time does he spend? <A. He takes 
about a week every month. 

Q.—A week each month checking 
over the cash coming in and the cash 
going out? § Yes, and examines all 
the reports in reference to the var- 
ious camps very carefully. 

Q.—That is every return of a fin- 
ancial kind that you receive passes 
before him? A.—Yes. 

Q.—And then he follows the pay- 
ment of that cash-to you into the 
books and watches every outgoing 
and sees there is proper authority for 


the payment? A.—Proper authority 


and proper vouchers. 

Q.—His examination is practically 
an examination into the cash ac- 
countPA.—He sees the members are 
properly credited with the various 
amount that come in. 

Q.—But it is just a matter of fol- 
lowing the cash into the bank and 
seeing the cheques that are iNsued 
from the bank? A.—Yes. 

Q.—Tthat is practically what his 
audit amounts toP A,—yYes, it en- 
tails a good deal of labor and detail. 

Q.—In your return you say 10,438 
policies and the amount of insurance 
$11,499,000, I thinkP A.—I think 
that is the amount. 

Q.—Does that amount of insurance 
that you have given just represent 
the face of the policy or does that take 
into account the $100 for monument? 
A.—That is without the monument. 

Q.—So that in addition there would 
be $1,043,800? A.—There would be 
$100 on each one of those policies. 
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Q.—In respect of the monuments? 
AL Yes: 

Q.—Have you ever computed the 
amount of the reserve—I think you 
told me you had not? A.—No; the 
amount of the reserve on each policy? 

Q.—Yes? A.—We did not consider 
there was any reserve. 

Q.—The amount of your liability 
on each policy? A.—No. 

MR. KENT: Did anybody else? 
A.—WNo' sir. 

Q.—You do not know what your 
liability is in respect of each policy? 
A.—No sir, we do not. 

MR. TILLEY: I will put in table 
of rates for women and rates charg- 
ed for sick and funeral benefits. 
(Marked as Exhibit 527). 

Q.—You were asked to prepare a 
statement on which a valuation of 
your policies could be made? A.— 
Yes. 

Q.—Did you do that? 
are preparing it. 

Q.—You will hand to the secretary 
of the commission a statement show- 
ing the amount of insurance in force 
3lst September, 1905, and of the in- 
surance issued in each calendar year, 
1891 to 1905, inclusive, subdivided 
according to ages at entry? <A.— 
Yes, we have been working on that 
ever since we have been asked for it. 

Q.—And also a statement of the 
monthly premium payable upon that 
insurance arranged and_ subdivided 
the same way? A.—Yes sir. 


Q.—Is the Commander Hodgins 
here? A:—He is not here yet. 

Q.—Have you thad no word from 
him since he was requested to come? 
A.—I have had no word. I sent for 
him yesterday. : 

Q.—And also the day before? A. 
——-Y@s, 

Q.—And you have had no word 
from him at all? A.—No. He may 
be on the way. He could not get 
here till half-past twelve. 

Q.—You have no word whether he 
is on the way or not? A.—No. 


MR. TILLEY: That is all I care 
to ask Mr. Fitzgerald at the present 
time. Mr. Luscombe suggested yes- 
terday that some further changes 
would be made in the system. and I 
am sure the Commission will be glad 
to see any changes that are made be- 
fore any report is made by the Com- 
mission. We cannot make any check 
of the accuracy of the statements as 
they stand now. But if any changes 
are made, if the Commission is ad- 
vised I think that the accountant 


A, —We 
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would be sent to examine their books 
before the Report is made—that -is 
if they choose to change their system 
and advise us of it. 

MR. LANGMUIR: Do I under- 
stand an effort is going to be made 
to get the books in proper order? 

MR. TILLEY: Just what Mr. 
Luscombe said yesterday. That is all 
I know. 


MR. LUSCOMBE: The account- 
ant of the Commission states in his 
evidence that the books are all right, 
so far as the books kept are concern- 
ed, but that the balances are not as- 
sembled in a general ledger. It is 
that ledger that we propose to evolve. 
An attempt has been made at it but 
so far we ‘have not been successful, 
at least it has not met with the ap- 
proval of Mr. Edwards, but we shall 
have that change made, so that the 
oo. may be assembled to satisfy 

im. 

JUDGE MacTAVISH: I _ under- 
stand Mr. Edwards’ suggestions com- 
mend themselves to the Society as 
being the proper way to keep the 
books of the Society. 

MR. LUSCOMBE: Yes. We shall 
be glad indeed to have any assistance 
from Mr. Edwards in presenting the 
pore of the Society in a proper 
orm. 


JUDGE MacTAVISH: The books 
should be completed before the in- 
vestigation closes, so that there may 
be a thorough audit. I do not mean 
to suggest that there is any evidence 
of anything wrong, but it is better 
to remove the impression that there is 
any uncertainty about the state of 
the accounts in so far as the Society 
is. concerned. 


MR. LUSCOMBE: Yes. The So- 
ciety, of course, is quite satisfied that 
the accounts are accurate, and we 
shall be very happy to show that to 
Mr. Edwards in any form that he de- 
sires. 

MR. TILLEY: Then that matter 
had just be better left open in that 
way for the present, and Mr. Fitz- 
gerald has promised to send schedules 
of their policies, and we may have 
something to present to your Honors 
regarding that at a later date, and 
if it is necessary then, or thought ad- 
visable, we can secure Mr. Hodgins 
at that time. If Mr. Hodgins should 
be here before we adjourn to-day we 
can ask him some questions. If not, 
probably in Ottawa or at some other 
time we could close that up. 

MR. KENT: Q.—Do you know 
what is the actual cost of insurance 
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A.—From 
an actuarial standpoint? 

Q.—YesP A.—No sir, I do not. 

Q.—Is there anybody in your Or- 
der on ‘your Executive Committee, 
that knows? A.—No, I do not think 
there is. 

Q.—This is a prospectus that ap- 
parently has been approved of hy 
your Executive Council, has it not? 
A= —Y es: 

Q.—Then your members are bound 
to conclude that this prospectus con- 
tains the truth, are they not? A.— 
I should think so, yes. 


Q.—Amongst other things you say, 
‘“‘The books and securities of the Or- 
der are regularly examined by the 
Superintendent of Insurance for the 
Dominion Government.’’ Is that the 
fact? A.—Yes, every year, except 
this year—at least he checks up the 
statements from the books. 


Q.—Were the books he saw in Lon- 
don the books you say were examin- 
ed by the Superintendent of Insur- 
ance? A.—Yes, or his Deputy. 

Q.—Mr. Blackadar? A.—Mr. 
Blackadar. 

Q.—And did Mr.* Blackadar ap- 
prove of the books? A.—Well, he 
expressed no disapproval. 


Q.—You say Mr. Blackadar exam- 
ined your books and made no objec- 
tion thereto? A.—Made none to me. 
I did not see him the last time at 
all. I was out of the city. He ex- 
amined them in my absence. 

Q.—What do you understand by a 
reserve in connection with your Or- 
der, when you speak in this prospec- 
tus of ‘‘a fair and equitable reserv. 
for the protection of members?” A. 
—JI think that referred to sufficient 
cash reserve or an invested reserve. 
That is what, no doubt, was the in- 
tention of that statement. I do not 
think that referred to an actual val- 
uation of each policy from an act- 
uarial standpoint. 

Q.—You have already said that you 
maintain no reserve at all; you have 
simply a surplus? A.—Yes. 

Q.—A surplus of assets over lia- 
bilities? A.—Yes, perhaps that would 
cover it better than reserve. 

Q.—There is no reserve as far as I 
have seen in your books; you have 
simply an excess of assets over lia- 
bilities? A.—Yes. 

Q.—But there is not a reserve. 
You can take away that excess at 
any time. You say in this circular 
that you protect \your members at 
actual cost. If there is nobody in 
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your Order that knows what the act- 
ual cost is, how is it possible to say 
you are carrying your members at 
actual cost? A.—I have no doubt 
but that whoever prepared the rates 
considered that that would cover the 
cost. 

Q.—But as these rates have been 
several times increased, and as jt 
is proposed by the most far-seeing of 
your members to still further in- 
crease them, it must be evident to 
you that these rates are still inade- 
quate. Don’t you think that in view 
of all these things, that your pro- 
spective members have been deceiv- 
ed by this prospectus? A.—I do ‘not 
think ‘so, Mr. Kent. I think the 
statements were honestly made there. 

Q.—But they are not correct? A. 
—Oh, some of them may not have 
been correct from a technical point 
of view. 

Q.—Nor from any point of view. 
You say you are maintaining an ade- 
quate reserve. There is a_ beautiful 
sermon in this prospectus, and if it 
is reasonably correct it should lead 
to a great increase in your member- 
ship. There is something I very much 
admire in this, and that is why I 
wanted to find out if it was correct. 
After going through the question of 
what should be done in a properly 
conducted Order you say ‘‘On these 
sound principles the good of the craft 
is built.’ Among other things it 
says ‘‘to educate the people to the 
fact that no institution can afford 
positive protection unless the members 
thereof shall contribute a_ sufficient 
amount to pay for it?’? A.—Yes. 


Q.—To that no exception can be 
taken. If your association lives up 
to that you will be. a model associa- 
tionP $A.—I think when these things 
were fixed they thought they were 
providing an adequate rate. 

Q.—You have admitted that they 
have been sadly inadequate because it 
has been proposed to double them? 
A.—Of course that did not go into 
effect. That was only a proposition 
and did not-become law. It did not 
pass. 


Q.—But the reason it did not be- 
come law was not because anybody was 
able to say the proposition was not 
correct? A.—A large number of the 
delegates honestly felt that they were 
paying sufficient. There is no doubt 
about that. I would not say that any 
member who voted against it thought 
he was not paying enough. 

Q.—But no member was able to show 
what the amount should be in a pro- 
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perly conducted associationP A.— 
Well, they did not show it. 

Q.—Is it not the fact, to your own 
knowledge, that all these associations 
have been increasing their rates for 
ene past? A.—Yes, quite a num- 

er. 

MR. TILLEY: Q.—Was this report 
that we read, Exhibit 521, made in 
1906 by the Special Committee, ap- 
proved by the Executive? A.—I am 
not certain whether it was or not. 
The Executive appointed this Commit- 
tee to make the Report. 

Q.—Can you say from your Min- 
ute Book whether the Executive ap- 
proved of that? A.—What date was 
that Report? 
‘Q.—January 30th? §A.—No, that - 
was not approved by the Executive. 
The Executive had no meeting after 
it. October 4th is their last meet- 
ing. 

Orewa is the reference to it in 
the Head Camp Minutes for 1906? 
A.—January 30th, page 83. 

Q.—You referred to the Meetings 
of the Head Camp in 1906, and at 
page 83 the Committee of the whole 
then considered these by-laws relat- 
ing to rates and conditions of poli- 
cles: Is'that‘it? A‘—Thatiis the 
one. 

Q.—‘‘A motion was carried that this 
be considered by-law by by-law.’’ Is 
this the report printed here, Janu- 
ary 30th, 1906? A.—Yes. 

Q.—That was proposed as early as 
1895, was it? A.—Well, the amend- 
ment I think, refers to 112, in re- 
ference to the assessment. 

Q.—Re by-law 112, Clause (a) car- 
ried. What was Clause (a)? Clause 
(a) provided that on reaching 70 years 
of age the insured’s ‘policy should be 
paid to him in instalments, one-tenth 
of his policy each year? A.—TI think 
that the clause referred to was in the 
printed notice of motion. You see 
there were notices of motion given of 
all the proposed amendments, includ- 
ing the amendment referred to in that 
report. 

Q.—When it says 112, Clause (a) 
in the printed minutes, at page 92, 
what clause is that referring to? A. 
—I think that refers to a clause in 
the notice of motion. 

Q.—Where is the notice of motion? 
A.—It was not printed in the pro- 
ceedings. 

Q.—As a matter of fact what clause 
did it refer to? What change was 
made by that resolution adovting the 
recommendation of clause (a)? A.— 
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I think there was a clerical error in 
the reading of this. 

Q.—Reading of what? <A.—112, 
the first part of it. I think that is 
what it was. 

Q.—Would that be shown by the 
printed memo. the changes made this 
year? A.—Yes, it should be shown. 

Q.—‘‘That by-law 112 (a) be amend- 
ed by inserting a column’’ (reads)? 
A.—Yes. 

Q.—So that that clause (a) does not 
refer to clause (a) in the report of 
the Special Committee? A.—No. 

Q.—Then clause (b) was carried? 
A.—Yes. 

Q.—What does that mean? <A.—I 
could not say without referring-to the 
nofice of motion. 

He vour minutes are not complete? 
A.—No, sir. I can furnish you the 
notice of motion. 

Q.—This does not refer to anything 
that is in the minutes, these clauses 
(a), (b) and (c)P <A.—No sir, they 
are very much mixed up. 

Q.—I want to know what was done 
on this report? 

MR. LUSCOMBE: Here is the re- 
port. 

MR. GEARY: That was not sub- 
mitted to the Executive? 

WITNESS: No. 

MR. TILLEY: Q.—There was no 
meeting of the Executive? A.—No. 

Q.—You cannot explain how the 
minutes cover that, but you say that 
that report as to the increase of rates 
was voted down? A.—Qh yes, voted 
down. 

Q.—And it never came before the 
Executive, because there is no meet- 
ing of the Executive after the re- 
port is made, and the Head Camp 
Meeting? A.—No meeting. 

@.—How often does the Executive 
meet? A.—It meets three times a 
year. 

Q.—Appointed by the Head Camp? 
A.—Yes. 

().—And consists of how many mem- 
bers? A.—ITleven. 

Q.—At page 92 of the Minutes for 
the 1906 meeting, this appears, ‘‘The 
Committee said that they did not wish 
to submit the clause as_ printed,’’ 
(That is clause (f)) ‘“‘but substitute 
another as follows.”’ Clause (f) is 
the clause of the report that refers 
to this matter of raising the rates? 
A.—Yes. 

Q.—And this is the clause that was 
proposed in lieu of it; ‘‘your Com- 
mittee in view of the fact that the 
National Fraternal Congress is en- 
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gaged in a revision of the experience 
and rates of ‘fraternal societies and - 
in view of the present Insurance In- 
vestigation at Ottawa, beg leave to 
substitute in place of clause (f) the 
following ‘we recommend that the 
adoption of a new rate be referred 


to a sub-committee of this Head Camp 


to investigate.’ ”’ That was lost? 
A.—Yes. 

Q.—So that the Head Camp in 1906 
refused to take any action at all with 
regard to raising the rates? A.— 
Yes. 

Q.—But in 1902 the Minutes show 
“that the Committee appointed at the 
last meeting recommended that all the 
members of the Order irrespective of 
the date of the issue of their certifi- 
cates, pay a uniform rate of assess- 
ment, based on the age at admission ?’’ 
A.—Yes, the Committee recommended 
that. 

Q.—The Committee further recom- 
mend that the admission of women 
to the Order be provided for? A.— 
Yes. 

Q.—Those two matters in the Spe- 
cial Report of the Committee of that 
year, were approved by the Executive 
Committee? <A.—Yes. 

Q.—Then the third recommendation 
of the Committee that the rates pay- 
able by the members of the Order be 
increased to the Hunter rates, the 
Executive Council voted down? A. 
—The Council amended that by strik- 
ing out that clause. 

Q.—Then the Report going to the 
Head Camp with these two clauses, 
ohne as to making the old rates apply 
to new members and the other as to 
the admission of women—that came 
before the Head Camp; Clause 16 (b), 
No. 17, by-law No. 112 re levelling of 
rates; lost.’’ So that that indicated 
the disposition of the Head Camp in 
1902? A.—Yes. . 

MR. GEARY: Q.—Just a word 
as to this Report. This was pre- 
sented by the Special Committee too 
late to be dealt with at a meeting 
of the Executive before the Head 
Camp met? 
the Executive Committee intended 
this Committee to report before it 
was presented to Head Camp. 

Q.—Your understanding is that that 
report was not submitted in time? 
A.—Well, it was not submitted to the 
Executive. There was not any meet- 
ing to submit it to. 

Q.—Was that report submitted to 
the general membership in any way 


A,—I. do not know that: © 
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before the Head Camp Meeting? A. 
—Yes, that whole report was printed. 

Q.—Before they had elected dele- 
gates? A.—Yes. 

Q.—So that the members came pre- 
pared? A.—Prepared to discuss it. 

Q.—Instructed by their Local Camps 
in many instances? A.—yYes, and 
it was printed in the official organ 
in January, two months before. 

Q.—And the Executive, however, 
has taken no official action in regard 
to it? A.—No. 

Q.—There was no propaganda car- 
ried out—no campaign of education? 
A.—No, except what was stated on 
the floor of the Head Camp. 

Q.—There has been no general cam- 
paign carried on from Camp Head- 
quarters? A.—No. 

Q.—And the Local Camps? <A.— 
No. 

Q.—It just occurred to me that pos- 
sibly it was a matter of education— 
A.—Well, of course a great many that 
were in favor of this report would 
discuss that in their own Camp with 
their own members. 

Q.—But you did take no official ac- 
tion in the way of a campaign of edu- 
cation throughout—  A.—No, except 
to print everything in connection 
with this report in the official organ. 
Every member of the Order got that. 

Q.—Was the discussion full and free 
on the floor at Head CampP A.— 
Quite full and free. 

Q.—Was the inequality between the 
rates of old members and those of 
later date pointed out there? A.— 
Yes. . 

Q.—And those of a later date fell 
in with the old ones in refusing to 
raise them? A.—Those in favor of 
raising the rates pointed out all the 
distinction they could see. 

MR. GEARY: I put in this state- 
ment of rates. (Part of Exhibit 527 
already put in.) 


UNION LIFE INSURANCE COM- 
PANY. 


MR. TILLEY: I propose now to 
ask Mr. Symons a few questions re- 
garding the transaction that has re- 
cently taken place between the Union 
Life or the National Agency and the 
Toronto Life. 

HARRY SYMONS re-called; ex- 
amined by 

MR. TILLEY: Q.—Since the affairs 
of the Union Life were investigated 
by the Commission a transaction has 
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taken place in regard to the business 
of the Toronto Life Insurance Com- 
pany, was it? A.—Yes, that was 
consummated on the 2nd June. 

Q.—The Toronto Life was a com- 
pany carrying on business with an 
Ontario License only? A.—Yes. 

Q.—It had no Dominion license? <A. 
—No, although they transacted busi- 
ness J understand in the various Pro- 
vinces by licenses. 

Q.—It in each case procures licenses 
from the Provincial authority rather 
than taking out a Dominion license? 
A.—Yes. 

Q.—The transaction that you speak 
of—was it made with the National 
Agency Company or with the Union 
Lifer? A.—Well, the National Agency 
Company purchased a controlling in- 
terest in the stock of the Toronto 
Life, and contemporaneously made a 
re-insurance agreement with the Union 
Life, under which the Union Life 
guaranteed the outstanding policies of 
the Toronto Life. 


Q.—That is to say the National 
Agency Company in a way became the 
owner of the Toronto Life by reason 


of getting a control of stock? A.— 
Yes. 


~Q.—And then a transaction was en- 
tered into by the Toronto Life as then 
constituted, I suppose? A.—Yes. 

Q.—With the Union Life? A.— 
Yes. 

Q.—For the re-insurance of the To- 
ronto Life business?» A.—Yes. 

Q.—The intention of the transac- 
tion being that the Toronto Life should 
cease business, I suppose? A.—Well, 
that had not been determined at that 
time. The object was mainly to pro- 
tect the Toronto Life business through 
the medium of the Union Life, and 
it would result, of course, in the busi- 
ness being taken over by the Union 
Life—the then business. 


Q.—And it was intended—expected 
at any rate—that the Toronto Life 
would not carry on business any long- 
er? A.—Yes, that is quite a possi- 
bility. 

Q.—Who carried on the negotiations 
for the acquiring of control of the 
Toronto Life? A.—On behalf of the 
National Agency Company by Mr. 
Evans and myself, and on behalf of 
the National Trust Company, who 
were liquidators of the York County 
Loan, who owned the controlling in- 
terest in the Toronto Life by Mr. 
Home Smith. 
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Q.—I suppose you are familiar with 
the transaction from its initiation? 
A.—Yes. 

Q.—The York Loan having gone in- 
to liquidation its holding of stock in 
the ‘loronto Life had to be disposed 
of by the National Trust Company, 
the liquidators? A.—Yes. 

Q.—That holding having been offer- 
ed for sale was the time you and 
Evans considered the advisability of 
entering into the transaction regard- 
ing it? A.—yYes. Tenders were in- 
vited and we put in our tender. 

Q.—Did the National Trust Com- 
pany control a majority of the stock 
of the Toronto Life? A.—Well, the 
National Trust, as liquidator of the 
York County, did not have that con- 
trolling interest in the Toronto Life 
stock, but they obtained the co-opera- 
tion of some of the other shareholders 
of the Toronto Life, so that they 
might deliver a control to the pur- 
chaser. 

Q.—You stipulated for control? A. 
—Certainly. 

Q.—And failing to be able to hand 
over to you the control your transac- 
tion would fall through? A.—Yes. 

Q.—Unless some arrangement was 
made? A.—yYes, it was no value to 
anybody unless the control passed. 

Q.—Can you say what percentage 
of the capital stock. was controlled 
by the National Trust Company be- 
fore they set themselves out to get 
some more control or further shares? 
A.—I think if you will allow me to 
look at the agreement I could tell 
you. They had 1,611 shares out of 
3,414. That was a little less than 
half. Then they obtained the con- 
sent I see, of other shareholders, or 
authority from other shareholders, to 
sel] 276 shares in addition to theirs, 
which gave the control, and both of 
those lots of stock were covered by 
the agreement that was made ulti- 
mately by the National Trust and the 
National Agency. 

Q.—Then the control that you were 
stipulating for was an actua] major- 
ity of the shares? A.—A majority of 
the shares and also the control of 
the Board; that is the resignation 
of four out of five. 


Q.—Would you just state why, in 
your opinion, it was essential to the 
transaction that you should obtain 
control of the stock and control of 
the Board in that way? A.—Well, 
because the policy of the Toronto 
Life had necessarily to enter into the 
matter, and unless the National 
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Agency could control that policy, it 
would be absolutely useless to them. 

Q.—The National Agency had to 
take absolute control of the Board of 
Directers and the shareholders, so 
that it could pass such resolutions as 
it thought proper? A.—Yes. For 
protection generally. 

Q.—The intention being that it 
should use that control for the pur- 
pose of aiding itself, the National 
Agency Company and the Union Life? 
A.—Certainly. 

Q.—Not because it wanted to step 
in and acquire the Toronto Life busi- 
ness and carry it on as a going con- 
cern? A.—Well, I might mention 
that that had not been absolutely 
determined at first, as to what would 
be the ultimate destiny of the Toronto 
Life. We had thought that it would 
be consistent for the National Agency 
to operate both companies if need 
be, the Union Life as an Industrial 
Life Company, and the Toronto Life 
as a general company, but in the 
meantime the policyholders of the 
Toronto Life had to be protected be- 
cause of the unfortunate rumors that 
were in circulation in connection with 
the York County Loan and the To- 
ronto Life; hence the _ re-insurance 
agreement was made effectua] at once. 
That action was not considered to 
be inconsistent with the possibility of 
the Toronto Life going into business 
if that should be finally determined. 

Q.—At a later date? A.—At a 
later date. 

Q.—That is to say you were not 
in any way attempting to put through 
a transaction which would involve the 
surrender of the charter? A.—The 
wiping out of the Toronto Life—no. 

Q.—You proposed to keep it alive? 
A.—Yes. 

Q.—Did you investigate the affairs. 


of the Toronto Life preparatory to 


entering into the transaction? A,— 
Yes, in a limited way. 

Q.—What did you find out about 
that? A.—I may say the National 
Trust when they invited tenders, 
opened the office doors and placed 
the books and papers of the Order 
absolutely at the service of the pro- 
posed tenderers, and acting upon 
that invitation the Union Iafe sent 
members of its staff up to the Toronto 
Life offices, examined their books and 
papers as thoroughly as they could 
in the short time at their disposal. 
I suppose I may say that perhaps two 
days were spent at the Toronto Life 
offices, and that representatives of all 
the branches of the service were there, . 
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including myself as legal adviser, and 
I may say that we were assisted in 
that by Mr. Home Smith of the Na- 
tional Trust, by Mr. Bradshaw, who 
was the actuary advising the Liqui- 
dator, and by members and officers 
generally of the Toronto Life. Every 
facility was offered to us and _ to 
others who were up there examining 
into the affairs. 


MR. LANGMUIR: Q.—What was 
the amount of business written by 
-the Toronto Life? A.—About .24 
million. 

JUDGE MacTAVISH: How were 
you able to ascertain that? A.—The 
returns showed that; ‘whether that 
is the actual figure or not has not 
yet been actually determined. But I 
think we can discuss it on that basis. 


MER. TILLEY: Q.—There .1s;.an 
Annual Statement written by the To- 
ronto Life showing the condition of 
the Company on the 31st December, 
1905? A.—That was printed and is- 
sued by them. 


Q.—By the Toronto Life? A.— 
Yes. 

Q.—Have you, so far as you have 
been able to ascertain determined 
whether that is a correct showing of 
the Company’s business? A.—Well, 
we did not base our investigation up- 
on that report at all. We acted on 
the statement prepared by the Na- 
tional Trust and sent to the proposed 
tenderers. 

Q.—Have you that here? <A.—I 
gave a copy of that to Mr. Dawson. 
In fact I did not see this printed 
one for some time after. 

Q.—Then this is a statement that 
was issued by the National Trust to 
any person who desired information 
on which to base a tender? A.—As 
of the 30th April, 1906. 

Q.—Did you make any computa- 
tion of the reserve that should be 
held for the policies of the Toronto 
Life? A.—I may say that we were 
advised, on the rough, so to speak, 
that, assuming that there was 25 mil- 
lions of insurance in force or there- 
abouts, it would probably be necessary 
to have on reserve, $155,000 or $250,- 
000. 

Q.—That was just a rough estimate 
made? A.—Yes. 

Q.—There was no careful actuarial 
valuation? A.—No careful actuarial 
valuation made even to-day. 

Q.—It is provided that it shall be 
made? A.—Yes. 
~Q.—Who is to make it? A.—Mr. 
Charles D. Muckle. — 
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Q.—That has not yet been done? 
A .—_No. 

Q.—This statement that was sub- 

mitted -was intended to show the 
amount of business that was in force 
at the time that you were entering 
into these negotiations? A.—Assum- 
ed to be in force. There ig no guar- 
antee that these statements are ac- 
curate, 
_ Q.—On the 31st December, 1905, the. 
insurance in force was $3,492,065? A. 
—Well, that had run off a good deal. 
There was a considerable amount of 
lapsing. 

Q.—In the period between the end 
of the previous year and the time you 
were negotiating there had been writ- 
ten $24,692, making in all $3,516,757 
but there had been a large lapse in 
the four months? A.—yYes. 

().—Of $872,195, leaving in force on 
May Ist $2,644,562? A.—Yes; that 
ls according to the best figures which 
the National Trust were able to give 
us at that time. Z 

Q.—And then they furnished you 
with a list of the mortgages showing 
the amount due? A.—Yes. f 

-—And some agreements with 
medical examiners? A.—Yes, 

Q.—What was the nature of that 
document? A.—I put in a form of 
that agreement. 

Q.—This was an agreement between 
the Toronto Life and the medical ex- 
aminers? A.—Yes, 

Q.—And that was submitted to you 
by the National Trust to indicate the 
agreement that was then outstand- 
Ing with respect to the medical ex- 
aminers. Is that right? A.—It was 
presented to us as the arrangement 
with the medical examiners, but it. 
is an arrangement which they had 
sought in various ways to have ter- 
minated. 

Q.—Which the Toronto Life had ?: 
A.—It was found that that contract 
possibly was ultra vires of the com-. 
pany and that the policies issued un- 
der that agreement were uncollect-. 
able, and might result in disappoint-. 
ment. They had already taken meas- 
ures to call in those contracts, of 
which there were some 100 or 130, TI 
think. | 

Q:—=112? A.—Yes, and the great 
bulk of those had already come in. 
The medical gentlemen had surrend- 
ered the contract and the policies. 
think that is the policy the Union 
Life has been following up since. 
(Copy of contract Exhibit 528.) 
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Q.—And then it gives the scale that 
would be the basis of remuneration 
for the doctors. 

Q.—Between $250 and $500, $1; be- 
tween $500 and $2,000, $2, and so on. 
Then the statement at the bottom, 
‘the above terms are accepted.’’ The 
meaning of that is that the Toronto 
Life would insure the doctors? A. 
—Yes, 

Q.—Give him a policy? A.—Yes. 

@.—It does not say for any definite 
ariount? A.—The amounts varied 
from $1,000 to $5,000. 

Q.—Depending on the terms they 
made with the doctor? A.—Yes, and 
I should say on the volume of busi- 
ness likely to be done at the point 
Where the doctor lived. 

().—They had issued the policy, 
credited the first three premiums on 
the policy— A.—Yes. 

Q.—And if his fees did not amount 
to that sum there was no way in 
which the company could get any re- 
turn from the doctor in respect of 
the storage? A.—No. 

Q.—If the fees exceeded those pre- 
miums it could be credited on future 
premiums or paid in cash? A.— 
Yes, 

Q.—And you say that contract you 
are trying to get rid of; your effort 
has been to get rid of these contracts? 
A.—Yes. 

().—How many of them are there 
outstanding now? A.—Well, there 
are very few, they are nearly all in. 
There are a couple of suits pending 
with regard to them. f 

Q.—Suits brought— A.—By medi- 
cal men to have it declared those con- 
tracts are valid. 

(Q).—Against your company? Aj 
Against the Toronto Life, and if they 
are valid against the Toronto Life we 
have to assume them. 

Q.—Those actions were brought 
since the amalgamation? A.—Since 
the 2nd June. 

().—And you are contesting them? 
A.—Yes. 

Q.—On the,ground that it was ultra 
vires of the company to enter into 
them ? A.—Yes, and = improvident 
and other reasons. I think it ‘is 
one of the most injudicious agreements 
ever made. ; 

Q.—It is stated that at the time 
you were negotiating in the middle 
of May, 1906, there were outstanding 
48 doctors’ policies, amounting to 
$139,000 of insurance? A.—I should 
say all those had come in, excepting 
possibly 8 or 10. 
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Q.—The annual premiums on those 
48 policies then outstanding were 
$21,471.90, and the actual earnings of 
the doctors, $6,177.25? A.—Yes. 
We could never hope to collect the 
difference. 

_ Q.—There is no way of collecting 
it? A.—No possible way of collect- 
ing 1t. 

Q.—So that there was a balance in 
respect of that contract of $15,000 
odd? A.—Yes, I think in justice 
to the medical men I should say this: 
that with two exceptions which I have 
mentioned—and there were special 
reasons entering into those two cases 
—they have almost unanimously fallen 
in with the idea that those contracts 
were unsupportable and that they 
were injudicious, and many of them 
have written to that effect, and many 
of them have so stated to me and the 
other officers of the company verbal- 
ly, and they have not hesitated to 
surrender their contracts on fair con- 
sideration, fair compromise, and that 
has had the effect of relieving both 
the companies very considerably, and 
making things very much more pleas- 
ant as between the companies and the 
medical gentlemen. 

Q.—Then a statement of receipts 
and disbursements for the four months 
was presented, showing that the re- 
ceipts were $12,166 and the disburse- 
ments $27,162? A.—That was a fur- 
nished statement. 

Q.—That would indicate a falling 
off just the same way as the lapse 
pee indicate a falling away? A.— 

es. 

Q.—Which was due to the difficulty 
with the York Loan? A.—yYes, and 
the shareholders of the Toronto Life 
and the National Trust were not giv- 
ing up any money; they simply took 
the receipts— 

Q.—If the business had continued 
in that way much longer I suppose 
there would have been a general] re- 
fusal to pay premiums? A.—Yes, 
there would have been a general li- 
quidation. It was an _ unfortunate 
state of things. 

Q.—The capital the Toronto Life 
had at that time was what amount? 
A.—T'he number of shares subscribed 
were 3,414; that is $100 each. That 
made the capital subscribed, $341,000, 
and the stock was sold at a premium 
of 25 per cent. ‘The amount that 
was paid on principal account was 
$73,216.58. The amount paid in on 
premiums on stock account I find was 
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$41,988.80. Making a total of paid 
on both accounts $115,205.44. 
Q.—How long had the Toronto Life 
been carrying on business? eel 
think from the middle of 1903. 
Q.—And the capital stock—was it 
impaired on the 3lst December, 1905? 
A.—Well, I should say so, taking the 
subsequent events. 
Q.—Taking what you subsequently 
ascertained? <A.—Yes. 4 
Q.—Do you know what the impair- 
ment would amount to at that time? 
A.—Well, I would not lke to give 
you a figure. Of course the assets 
had dwindled down so much then. 
Q.—According to this printed state- 
ment which they furnished it showed 
the capital stock as $73,216.58, paid 


up, and the surplus, after allowing. 


for that capital stock, is shown to be 
$10,439.34? A.—Yes. I would not 
care to criticize the statement in 1905. 
All we can go upon are the state- 
ments as they present themselves to 
us on the 30th April, 1906. 

Q.—Could you say on the 30th 
April how the capital stock would 
stand? Of course there had been a 
considerable payment out over re- 
ceipts in that four months? A.— 
Yes. 

(Annua] Statement, Toronto Life, 
Exhibit 529). 

Q.—Can you say what the impair- 
ment would have been? A.—No, I 
could not give that figure. 

Q.—Did you put in a tender? A. 
— Yes. 

Q.—Was it put in in the form in 
which it was afterwards accepted and 
carried through? A.—Practically so. 

Q.—The tender was made «cn May 
28th, 1906, and was a tender for the 
purchase of 1,812 shares of the capi- 
tal stock of the Toronto Life, upon 
which there is said to have been paid 
the sum of $41,830 for principal and 
$26,296.19 premium; in all $68,126.- 
19. Then your tender was at the rate 
of 80 per cent. of the total, amount- 
ing in all to $54,500.95. That is 80 
per cent. of the principal and prem- 
ium? A.—Yes. 

Q.—So that it was not $80 per 
share? A.—No. 

Q.—It was more than that? A.— 
It was more than that—80 per cent. 
of the total amount paid on the 
shares. 

Q.—And you enclosed a marked 
cheque for 10 per cent. of the amount 
of the tender, being $5,450.09, and 
then your offer was made subject to 
certain exceptions; probably you will 
be good enough to let us have a copy 
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of this? A.—Yes, I will have a copy 
made. (Exhibit 530). 

Q.—‘‘The conditions are that it is 
to be accepted not later than 2 p.m. 
on May 380th’’ (reads). In that pro- 
vision you are protecting yourselves 
against any undisclosed claims of the 
York Loan against the Toronto Life? 
Ai—Yes. 

Q.—Then the fourth condition is 
that the officers and directors of the 
Toronto Life shall resign, previously 
arranging that the remaining direct- 
ors to be elected in place of tihose re- 
signing shall be the nominees of the 
Naitional Agency Company ? A— 
Yes. 

Q.—And then upon acceptance of 
the tender you were to enter into 
practical control of the business, and 
that offer was made by the National 
Agency Company, through you as 
President and Mr. Evans as Secre- 
tary? A.—Yes. 

Q.—Then that led to the agreement 
which was made between you. The 
agreement was made between the Na- 
tional Trust Company, Liquidator, 
and the York County Loan and Say- 
ings Company of the first part, and 
the National Agency Company of the 
second part. (Exhibit 531). It re- 
cites the Order of the High Court 
to wind up the County Loan and the 
appointment of the National Trust as 
Liquidators and the reference to 
the Official Referee and the sale 
of 1,611 shares- and the _ capi- 
tal stock of the Life Insurance 
Company for a sum of $50,000? A. 
—That is the National Trust Com- 
pany. 

Q.—That was not the amount you 
mentioned in your tender? A.—No. 


Q.—That was the amount you then 
had in‘hand? <A.—Yes. 


MR. LANGMUIR: Q.—What was 
paid up? A.—There is 20 per cent. 
more than that. 

Q.—They were $100 shares? A.— 
Yes. There would be about $60,000 
paid up. 

MR. TILLEY: Q.—And the agree- 
ment provided for the sum of $50,- 
000 odd? A.—Yes. 

Q.—Do you say that was more than 
paid up on them? A.—Oh no, Mr. 
Langmuir asked me Show much had 
been paid vp on them, and I said 
about 20 per cent. more than that. 

Q.—Are both those sums based on 
80 per cent. of the principal and 
Pee paid on the shares? A.— 

es. 
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Q.—‘‘The party of the first part 
has agreed to sell and the party of 
the second part ‘has agreed to vuy’’ 
(reads). So that that was an agree- 
ment whereby you were to acquire 
the York County shares and the addi- 
tional shares mentioned on the basis 
of 80 per cent. of the total amount 
that had been paid in? A.—Yes. 


Q.—And you were to have control 
of the Board of Directors as provided 
in that agreement? A.—Yes. 


Q.—No agreement, of course, had 
then been made for the re-insuring 
of the Toronto Life business up to 
that time? A.—No, not up to that 
time. 


Q.—I suppose you had mapped out. 


the agreement you were going to 
make? A.—Yes. . 


Q.—Have you the Minutes to show 
what transpired at the meeting? A. 
—Yes. 

Q.—There is a meeting of the To- 
ronto Life April 24th, 1906? A.— 
Yes. 

Q.—That meeting was for the pur- 
pose of substituting National Trust 
officers on the Board of Directors for 
the previous directors? A.—Yes, I 
so read it that way. 

Q.—State what the Minutes show 
in respect to that? A.—The Miiutes 
of the 24th April, 1906, show that 
Mr. White was in the Chair—no, 
that is the wrong minute—24th 
April, transfers 140 to 179 were ap- 
proved, and approved that the re- 
signations of tertain gentlemen be 
accepted; that is Phillips and Burt. 

Q.—Andthen Mr. White was elect- 
ed director? A.=Yes)) to” fll “the 
vacancy caused by the resignation of 
Mr. Phillips, and then on the same 
day Mr. White took the chair. 


Q.—And Mr. Smith took Mr. Burt’s 
place on the Board? A.—Yes. 1 be- 
lieve those were the only two gentle- 
men who were substituted. 


Q.—Then there was a meeting on 
April 30th? A.—yYes, confirming pre- 
vious minutes, appointing the Man- 
ager, and directions given to em- 
ploy one general agent for the pur- 
pose of completing settlements with 
the Company’s general medical ex- 
aminers, etc. 

Q.—Mr. Bradshaw of the Imperial 
was to make an investigation and re- 
port? A.—Yes. 

Q.—Has any report ever been 
made? A.—wNo. 

Q.—That has never come to your 
hands? A.—WNo. 

Q.—On June 2nd, apparently, your 
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arrangement was in shape to be car- 
ried through? A.—Yes. 

Q.—What happened on June 2nd? 
A.—On the 2nd June Mr. White re- 
signed as President and Director, and 
I was elected to fill the vacancy as 
director, a transfer having been made 
to me of the necessary qualification. 
Then a second meeting the same day 
took place when Mr. Binn resigned, 
and Mr. Millichamp was elected di- 
rector. On the transfer of shares 
by the National Trust; the third 
meeting took place immediately at 
which Mr. Millichamp was present. 
Well, I may say at the second meet- 
ing Mr. Hammond resigned. 

Q.—And Dr. Millichamp took his 
place? A.—Yes. 

Q.—Then a meeting was held when 


Mr. Lynd resigned and Evans was 
appointed. 

Q.—And then another meeting was 
held at once? A.—And Dr. Milli- 
champ was elected President, and an- 
other meeting was held with Dr. Milli- 
champ in the chair, and at that meet- 
ing the re-insurance agreement was 
put into effect. 


Q.—Then Mr. Home Smith resigned 
at that meeting and Mr. McGowan 
was appointed director in his place? 
A.—Yes. 

Q.—Who was he? A.—Director of 
the National Agency Company, resid- 
ing in Alma, Ontario, tormerly a 
member of Parliament. 

Q.—He is connected with your com- 
pany? A.—Yes. 

Q.—And then Mr. Carrick who is 
also— A.—He was our accountant 
and was made Secretary-Treasurer in 
the place of Lynd. 

Q.—At that time you had all your 
men on the Board? A.—Yes. 

Q.—And were in control? A.— 
Yes, 

(Q.—And then you paid the cash to 
the National Trust Company? A.— 
Yes, as stated in the agreement. 

Q.—To the amount stated in the 
agreement? A.—Yes. 

Q.—Was that the National Agency 
Company cash? A.—Yes. 

Q.—Any moneys of the Union Life 
used for that purpose? A.—No, the 
National Agency transferred it. 

Q.—The moneys, therefore, were 
transferred by the National Agency 
without any assistance from the Union 
Lifer ,A»-Yes. 

Q.—At that meeting the re-insur- 
ance agreement was submitted and 
approved? <A.—Yes. 
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Q.—And Mr. Evans was appointed 
General Manager and Dr. Millichamp 
Medicai Reteree, and the National 
Agency Company appointed the Man- 
aging Agent, and then the next busi- 
ness was to rescind the retainer of 
the former solicitor and appoint Mr. 
Symons to be counse] and solicitor for 
the company? A.—Yes. 

Q.—The resolution as to the issuing 
the cheques by the President or Vice- 
President and one other director, and 
a resolution that the banker shall be 
the Union Bank of Canada? A.— 
And also to provide that a special 
General Meeting was to be called of 
the shareholders of the company to 
confirm the action of the Board. 

(.—That would be a special meet- 
ing of the shareholders of the Toronto 
Life? A.—Yes. 

(Copy of the Minutes, Exhibit 532.) 

Q.—Then the re-insurance agree- 
ment that was passed at that meet- 
ing is dated the 2nd June, 1906, be- 
tween the Toronto Life Insurance 
Company called the Principal Com- 
pany and the Union Life Company 
hereinafter called the Guarantee 
Company. (Exhibit 533.) That pro- 
vision was almost useless about going 
to the Senior Judge if your Board 
should disagree, was it not? It was 
a nice ending to a clause? A.—You 
think it was surplusage? 

.—‘Upon Khe written notice bf 
either party hereto’’—you have not 
had to act upon it, have your? A.— 
No. 

Q.—That was an agreement drawn 
by you preparatory to carrying out 
this transaction? ~“A.—I suppose. 

Q—I suppose the National Trust 
Company took no interest in the terms 
of it at allP A.—WNo. 

Q.—The National Trust Company 
sold the control in the stock of the 
Toronto Life to you, turned over the 
control of the Board of Directors to 
you, and that was all carried through 
and accomplished, so that. you could 
put through this agreement? A.— 
No, I may say at once we would not 
have had anything to do with the 
matter if we had not been in a posi- 
tion to put through such an agree- 
ment, and I may say further that 
contemporaneous with the making of 
that agreement we had circulars pre- 
pared and other printed matter for 
sending out to the policyholders of 
the Toronto Life immediately, and I 
supvose there was some 5,000 or 6.000 
of those circulars mailed on that night 
of the 2nd June. That was on a 
Saturday so that on Monday morn- 
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ing every policyholder of the Toronto 
Lite might feel satisfied that his pol- 
icy had been made good and guaran- 
teed by the Union Life. 

Q:—But you did not take time: to 
value the assets or compute the re- 
serve betore you tYransierred  every- 
thing to the Union Lite? A.—No, we 
could not do that. 

Q.—The notice the policyholder did 
not get, it did not reach him before 
everything was transferred over to 
your company, and you were in actual 
possession, and the Toronto Life had 
no assets at all? A.—As far as that 
is concerned, the assets of the Toron- 
to Life were held by the Union Life ; 
the policyholders themselves would 
not be in a position to reject it in 
any case; they had a second promise 
to pay, so to speak, instead of rely- 
ing altogether on one. 

Q.—Who was looking after the in- 
terests of the minority shareholders 
of the Toronto Life? A.—Well, no 
particular individual. I was my- 
self, as acting for the shareholders of 
the "Tor onto Life, the National Agency 
Company being ‘shareholders of that. 

Q.—You were acting for the Na- 
tional Agency? A.—Yes, I regarded 
then that whatever would protect the 
National Agency would protect the 
minority shareholders. 

Q.—Of the Toronto Life? A.— 
Yes. 

Q.—Notwithstanding the National 
Agency’s chief interest was in the 
Union Life which was going to take 
over those policies? A. — That is very 
true— 

Q.—What should a company pay to 
another company under ordinary con- 
ditions for the benefit of taking over 
its insurance—l00 per cent. of the 
premiums? A.—Well, that depends 
on the conditions of course, the length 
of time it has been in business, and 
whether the premiums were payable, 
weekly, monthly or yearly as the case 
might be, and the character of busi- 
ness which that company has been 
carrying on will largely enter into 
the matter and so on. 

Q.—That is quite true, but here 
you were expected to get 2} millions 
of insurance? A.—Yes. 

Q.—Did you compute or ascertain 
at that-time what the average pre- 
mium was? <A.—I could not say as 
to that. 

Q.—We have it estimated as being 
in 1905—that could be shown of course 
from the retur $1.000? A. 
—TI could not say whether that is cor- 
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rect. My impression is—I am very 
much inclined to question that, and 
for this reason; we found it had been 
the practice of the Toronto Life In- 
surance Company to take over the 
York County books and insure the 
York County shareholders, giving 
them credit on their policies for what- 
ever the books showed, treating them 
as cash, and to issue to them policies 
running from 2 to 3 and even as long 
as 6 years, both in advance; conse- 
quently you might in 1905 collect pre- 
miums for several years in advance, 
and that would go into that year. Of 
course it would not appear in the fol- 
lowing year. The Union Life in 
assuming the liability under those 
policies were actually, qua those poli- 
cies, obtaining no consideration, be- 
cause they could not hope to collect 
premiums until after the expiration 
of several years. 


Q.—Have you any statement that 
shows what that amounted to? <A.— 
No, I could not give that. 


Q.—Did you know that before you 
went into it? A.—We knew there 
had been some, but not the extent. 

Q.—That was not a very important 
factor when you entered into this 
arrangement? A.—We estimated—lI 
cannot give you the figures—but we 
estimated the annual revenue from 
that business. 


Q.—What did you estimate the 
revenue? $50,000? A.—Yes, I think 
we put it weekly at $1,000. 


Q.—That would be $52,000? <A.— 
Yes. 


Q.—Let us take the point of view 
you had when you entered into the 
agreement and we can appreciate it 
from that standpoint any way. You 
were dealing with a company you 
thought had a premium income of 
$52,000? It has been said in justi- 
fication of other transactions which 
have been put through that 100 per 
cent. of that is a fair price to pay? 
A.—Very likely, or even more. 

Q.—Did you pay that, or did you 
pay anything for the business? A. 
—We paid for the stock. 


Q.—You did not pay anything for 
the stock. It was the National 
Agency paid for the stock. Did the 
Union Life pay anything for all this 
volume of business it got? A.—As 
the Union Life, no. 


Q.—Nor as the National Agency. 
The minority shareholders did not get 


any of the money you paid for the 
stock? A.—No. 
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Q.—The remaining stockholders in 
the Toronto Life did not see any of 
your money? A.—No. 

Q.—It was the National Trust? A. 
—Yes, 

Q.—There was nothing went into 
the coffers of the Toronto Life which 
would be available to the shareholders 
of the Toronto Life to represent this 
asset of $52,000 which they were put- 
ting into the Treasury of the Union 
Life? °A.—It was not in the Treas- 
ury. d 

Q.—The Toronto Life had the busi- 
ness and had the income‘of $52,000 a 
year? A.—There was another ele- 
ment which entered into it. It was 
a business which was going to pleces, 
and that was why we required to have 
our tender accepted. 

Q.—No matter what condition the 
business of the company is in it can 
re-insure if it has a healthy business? 
A.—Yes. 

Q.—This company had the reserve 
for its policies and more than the re- 
serve? A.—I would not say more. 

Q.—I would like to know? Aime 
We had regarded the assets as suffici- 
ent to provide the reserve. 

Q.—And having the reserve 1n hand 
the Toronto Life could sell its business 
by way of re-insuring it? .—Oh 
yes. 

Q.—And it could sell it for $50,000 
or better, at that time? A.—Pos- 
sibly. 

Q.—It did not get the $50,000 or 
a cent of it? A.—The Toronto Life? 

Q.—Yes? A.—No 

Q.—By your purchasing the control 
of the stock of the Toronto Life, you 
put a transaction through absolutely 
disregarding the interests of the min- 
ority shareholders? A.—No. 1 would 
not take that view at all. 

Q.—You did not sell the business at 
the price you could have got for it? 
A.—One moment, please. lt was pro- 
vided in that agreement that the sur- 
plus as well as the cash in hand and 
in transit, and balance on agents’ 
accounts, which should revert back to 
the Toronto Life, and the surplus 
over and above the actual reserve 
which, on the 2nd June, required to 
be put up should be restored to the 
Toronto Life, and that all had in view 
the interests of the minority share- 
holders. 

Q.—That is to say, the fact that 
you gave back to the mincrity share- 
holders anything is evidence that you 
took care of them, that you took every- 
thing they had out of their pockets 
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and then gave them back a part of 
it? A.—Oh well, whatever the sur- 
plus over’ and above what was actu- 
ally necessary by law to put up for 
a reserve would go back to the share- 
holders. 

Q.—You are not taking credit for 
having taken everything they had and 
giving back to them—  A.—There 
was only one way to do it; in order 
to save the Union Life it would have 
to be done that way, and that is what 
would have to be done with any com- 
pany dealing with this company, be- 
cause it was impossible on a day’s 
notice to ascertain the reserve. 

Q.—But if you had not been in the 
great hurry you must have been to 
get the transaction put in some shape 
whereby you were in possession, it 
would have been easy to figure out 
the liability by way of reserve and 
to transfer that? A.—Well. it could 
not have been done in any other way. 

Q.—I daresay you are right; I think 
you are right on that point, that it 
could not have been done in any other 
way? A.—However I took particular 
care. You speak of the minority 
shareholders. Let me say this; it 
was impossible to have called them 
into conference so as to save their 
business, and we had to do the best 
we could in their interests, but we 
recognized that the minority should be 
protected and we did protect them, 
and we have protected them since. 
Mav I make a statement ? 

Q.—Yes? A.—What I say is this: 
of course an agreement of this kind, 
under specia] conditions, is to a large 
extent experimental. You have to 
see that the guaranteeing company 
is protected, and at the same time 
you have to watch the interests of 
the minority shareholders; in order 
that there might be no doubt about 
it on that same day we had given 
orders that a meeting of the share- 
holders should be called to discuss 
the whole situation. In addition I 
sent a duplicate of that up to Mr. 
Hunter, the Inspector of Insurance 
for the Province, for deposit in the 
office in the ordinary way. Mr. 
Hunter asked me to call on him, 
which I did, and the criticized that 
agreement, took it up clause by clause, 
in fact I invited him to do so. I 
wanted to see what weaknesses there 
were in it, if possible. He took this 
exception, and it appears in the let- 
ters, that the reserve basis, which 
was to be put on the basis of a 3 
per cent. interest—he thought it 
should have been at 33, so as to con- 
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form with the Dominion rate, and 
in reply to that I said we had adopt- 
ed the 3 per cent, as previously with 
the Union Life, but we were per- 
fectly willing to conform to the Do- 
minion, and then he said, further 
that agreement only provided for lia- 
bilities of the Toronto Life, arising 
subsequent to the 2nd June. He 
said, ‘‘the Union Life are undertaking 
to pay off the liabilities arising sub- 
sequent to the making of the agree- 
ment.’”’ He said, ‘‘you do not pro- 
vide for anything that has arisen be- 
fore.’’ I pointed out that we had 
in reserve the bank balance and cash 
in transitu and so on, which we esti- 
mated about $8,000, $9,000 or $10,- 
000, which might be sufficient to meet 
those liabilities. It turned out after- 
wards it was not so, but we had 
thought that would be the case. He 
sald he thought the Union Life, or 
the National Agendy Company, ‘as 
the principal shareholder, principally 
interested, should guarantee the To- 
ronto Life against these outstanding 
liabilities. I said as to that that I 
did not regard the Union Life as 
being intra vires as a life company 
to assume the lability of another 
company. I doubted that. I said 
‘in order to meet your views I will 
discuss the matter with the National 
Agency Company Directors’’ and if 
they were agreeing we would have a 
supplementary agreement so as_ to 
cover those old liabilities. 


Q.—Was that done? A.—Yes. 


Q.—Have you the agreement here? 
A.—Yes. 

JUDGE MacTAVISH: The Na- 
tional Agency Company indemnifying 
the Toronto Life? A.—Yes, so as to 
relieve the Toronto Life shareholders. 
So that as the matter stands to-day 
the Union Life, quae the liabilities 
as of the 2nd of June, has relieved 
the Toronto Life and the National 
Agency has relieved the Toronto Life 
as to anything prior to that date. 

MR. TILLEY: Here is the agree- 
ment of 13th September, 1906, Ex- 
hibit 534. Is that the only agree- 
ment you have entered into between 
these companies, except the one of 
the 2nd June? A.—yYes, I may say 
the agreement of the 13th Septemter, 
the original draft was submitted to 
Mr. Hunter, and the final engross- 
ment is the result of his consideration. 

Q.—It recites the agreement of 2nd 
June for re-insuring, etc., and that 
the terms thereof have been carried 
out except as to valuation. and that 
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the guaranteeing company desire 
that provision shall be made for lia- 
bilities other than as mentioned in 
the indenture. That is the agree- 
ment between the Toronto Life, the 
Union Life and the National Agency ? 
A.—Perhaps I should have added that 
subsequent to the 2nd June the share- 
holders ratified the resolution. 

Q.—Perhaps you will give us 4 
copy of that? A.—Yes. 

Q.—What is the force of Clause 3? 
Does it mean that you take all the 
balance of the assets? A.—The Na- 
tional Agency Company took all the 
surplus assets. 

Q.—In consideration of what? A. 
—in guaranteeing the payment of 
the past liabilities. 

Q.—Amounting to how much? A.— 
Well, that is impossible to estimate 
at this time. 

Q.—As nearly as you can fix it, 
how much? <A.—Well, they may 
amount to $30,000 or $40,000. If 
you read on further you will find that 
there is a covenant on the part of 
the Agency Company to pay a certain 
amount of money to the minority 
holders. 

Q.—That agreement was made, I 
suppose, after the litigation that oc- 
curred between some of the minority 
shareholders and your company? A. 
—Yes, that embodies— 

Q.—That is the result of the settle- 
ment with the solicitors? A.—Yes, 
that embodies the settlement made. 

Q.—Does that apply to all share- 
holders? A.—Yes. 


Q.—So that the position was that 
stock for which you paid 80 per cent. 
of the amount paid in on the 2nd 
June apparently became worth 60 per 
cent. as soon as you got your agree- 
ment made with them ? A.—No, it 
rather shows we paid too much on 
the 2nd June. 

Q.—But that is the difference hbe- 
tween the two prices? A.—Yes, that 
is cash. 

Q.—How many, shareholders have 
accepted that and how many have 
not? A.—If you will allow me I 
will read the figures showing just 
how that stands at this date. The 
number of shares issued were 3,414 
of the par value of $341,400. I have 
given you those figures before. It is 
not necessary to give them again. 
Out of the 3,414 the National Agency 
Company has now acquired 3,203. 
There is at present outstanding only 
2A. The total amount represented 
by the shares acquired by the Na- 
tional Agency amounts $110,229. 
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The total amount outstanding is less 
than $5,000. All the shareholders 
practically have come in. 

Q.—If that agreement stands the 
Toronto Life have no assets left. The 
reserve goes to the Union Life, and 
everything over the reserve goes to 
the National Agency? A.—Oh well, 
we have to use that surplus in paying 
off the liabilities. 

Q.—You have all the reserve hand- 
ed over to the Union Life without a 
dollar being paid for it? A.—That 
is the way you put it. 

Q.—Well, that is the fact? A.—I 
do not think that is the fact. 

Q.—You changed the basis of com- 
puting the reserve from 3 per cent. 
to 31 per cent.? A.—Yes. 

Q.—At the suggestion of the In- 
spectorP? A.—Yes. 

Q.—And because the requirement 
you thad placed on the Toronto Life 
was a harder requirement than the 
Dominion Government was asking 
you to put up? A.—Yes. 

Q.—That is to say the Union Life 
was taking over its policies without 
paying anything for them and re- 
quiring it to put up a reserve on a 
higher basis than the Dominion Gov- 
ernment by a % per cent.P A.—Yes. 

Q.—Having changed the rate from 
3 to 3} that left a balance? A.— 
Yes. 

Q.—Which under the other clause 
went to the National Agency? A.— 
Yes. 

Q.—So that what is taken over by 
way of changing the interest is just 
taken over by the National Agency 
instead of the Union Life? A.—Yes. 


Q.—And the Nationa] Agency is 
probably the place you would rather 
fhave it? A.—Yes, 

Q.—So that that was not a hard- 
ship was it, to be compelled to alter 
the reserve the Union Life was going 
to get for this, and give what you 
had stipulated for the Union Life to 
the National Agency? A.—We had 
already arranged that in June. 

Q.—Arranged what? A.—Arranged 
the change—before the negotiations 
with the minority shareholders were 
proceeded with we had agreed to 
make it 3}. 

Q.—Why was it not changed to 34 
then? A.—Because there were ether 
points in the agreement that: were 
under discussion, and the whole sit- 
uation had not been threshed out, 
so to speak, and then when it had 
been threshed out we put it into 
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writing, and submitted it to the In- 
spector of Insurance. 

Q.—Was it intended in the original 
document you signed you should not 
incur any liabilties, except those in- 
curred prior to the 2nd June? A.— 
Yes. 

Q.—Was that left outstanding in- 
tentionally, too? A.—The prior lia- 
bilities P 

Q.—Was it intended there should be 
some arrangement to cover that later? 
A.—No, we had not thought of it. 
It was a suggestion that arose from 
Mr. Hunter entirely, as to assuming, 
prior liabilities. I did not like the 
idea at all. 

Q.—You had been paying them as 
they came in? Ai--Only, as.athe 
moneys on hand would permit. 

Q.—But you‘had been paying them ? 
As Y as. 

Q.—He made the suggestion and 
it was not your fault at all? A.— 
No. 

Q.—Was it the intention that prior 
creditors should go without their 
money ? A.—No, they could come 
back on the surplus of the Toronto 
Life. 

Q.—Which would be more than 
ample to pay them off? A.—Yes. 

Q.—You have taken that considera- 
tion, which is more than ample, and 
have undertaken to pay them? A.— 
Yes. 

Q.—How much money has_ been 
paid to the National Agency under 
this ? A.—I think it amounted to 
about $8,000. 


Q.—The $8,000 the National Agency 
has got? A.—Yes. 

Q.—How much has it paid them? 
A.—I think considerably more than 
that. I have not the figures. 

Q.—The valuation of the assets has 
not yet been made? A.—No. 

Q.—The valuation of the policies 
has not been made for the reserve? 
A.—No. 

Q.—When is that to be done? A. 
—That will be done after the com- 
pletion of inspection. 

Q.—When? A.—That will be done 
by the 3lst December. 
¢ Q.—Then will you take the valua- 
tion for the purposes of the Govern- 
ment valuation? A.—Yes. 

Q.—Will that fix it? A.—yYes, it 
will have to. 

Q.—And that will give you the 
benefit of all lapses in the meantime? 
A.—Yes, and make us liable for all 
revivals. 

Q.—It practically matters little 
from your point of view, because what 


Union Life. 
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goes out of the Union Life goes into 
the National Agency?  A.—Oh yes, 
it is a different account. 

Q.—It is just a matter of which 
hand it will be held in? A.—yYes. 

Q.—That is your point of view, I 
supposeP A.—Yes. 

Q.—Have you notified all  share- 
holders of the Toronto Life of this 
agreement of September? A.—Of 
September 13th? 


Q.—Yes? A.—No. All the share- 
holders of the Toronto Life were made 
familiar with the terms of the ar- 
rangement with the minority share- 
holders. 

Q.—How were they made aware of 
it? A.—Well, through correspond- 
ence, newspaper references, and one 
thing and another. 

Q.—Has any commission been paid 
with respect to this transaction at 
any time? A.—I do not think so. 

Q.—Are you sure of that? A.— 
There has been no commission paid 
in connection with the ‘transaction 
since the purchase of the original 
block of stock. 

Q.—What commission was paid 
then? A.—Then there was a commis- 
sion paid of 5 per cent. 

Q.—Of how much? A.—On the 
amount paid to the Nationa] Trust. 
A. McPhillips. 

Q.—Who was he? A.—He was the 
insurance broker who was acting ap- 
parently in the matter. 

Q.—He is the proprietor of some 
insurance magazine? A.—Yes. 

Q.—What magazine A.—I think it 
is ‘‘The Economist.”’ 

Q.—No, he is not the proprietor of 
“The Economist,” it is ‘‘The Insurance 
and Financial Review?’ A.—Yes, if 
you will look at the papers you will 
see his connection with it. The Na- 
tiona] Trust according to that letter 
had brought the matter to Mr. Mc- 
Phillips to assist him in getting in 
tenders, and McPhillips brought the 
matter to our attention. 

Q.—Stipulating for a commission 
at the time? A.—Stipulating for a 
commission. 

Q.—Was it Mr. McPhillips’ plan 
of carrying this thing through that 
was adopted by you? A.—Well, the 
amount of the tender was a matter 
with which he had nothing to do. 

Q.—I suppose that is the same Mc- 
Phillips that was concerned in the 
Home Life and People’s Life amal- 
gamation? A.—TI think so. 

Q.—And that was brought about 
by getting control of the Board of 
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Directors and then putting through 
the agreement that the re-insuring 
company wanted? A.—That I do 
not know anything about. 

Q.—You do not know anything 
about it? A.—I read the report of 
the newspapers. 

Q.—The two transactions seem to be 
so similar in some respects that I was 
wondering— A.—I trust you will not 
couple them together. 

Q.—You think yours is better than 
the other? A.—I prefer that we 
should stand absolutely by ourselves. 

Q.—The situation you have the mat- 
ter in now for those shareholders who 
have not come into’ your plan is that 
thev have an offer of 60 per cent. of 
their money in cash and if they do 
not want to take it they have not 
anything at all? A.—They come back 
on the surplus. 

Q.—The National Agency have the 
surplus. There is no surplus left? 
A.—I suppose their remedy will be to 
apply for a wind up. 

Q.—To wind up—there is not an 
asset? A.—Winding up the Toronto 
Life. 

Q.—Who is going to pay for the 
winding up of the Toronto Life? A. 
—I do not know. I think it would 
be foolish if they did it. I may say 
this frankly and as justification for 
that provision, it will be accepted by 
all of them I have no doubt. 

Q.—They have not anything else 
left open to them? A.—I would not 
like to say that, because that was a 
settlement made by themselves. 

Q.—No, that was a_ settlement 
made, so far as it was agreed to, by 
those who were complaining, but there 
were dissentient shareholders who 
were not represented? A.—No, but 
they were practically, and I may say 
actually represented, the whole body, 
because they were all in the same 
class. 

Q.—Do not say the whole body if 
they were not represented, and the 
fact is they were not represented. 
There were some shareholders not re- 
presented? A.—Possibly there were 
some. 

Q.—And there were some whom you 
thought were represented, who have 
repudiated the transaction, have they 
not? A.—TI believe there are some. 

Q.—Do you know how many? A. 
—There are very few. Very small. 
The whole thing does not amount to 
$5.000. 

Q.—Was any commission or lump 
sum paid at the time this arrange- 
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ment was carried through, in connec- 
tion with getting the consent of the 
minority shareholders? A.—No. 

Q.—Nothing paid at allP A.—No- 
thing paid at all to anybody. 

Q.—Did you tell me the amount 
paid to McPhillips? A.—He was 
paid 5 per cent. on the amount paid 
to the National Trust Company. 

Q.—How much? A.—About $2,500. 

Q.—Has he been paid anything 
since? A.—No. 

Q.—Has he been demanding any- 
thing more? A.—No._ I would like 
to say this regarding the 60 and 80. 
After a suit was brought by Mr. 
Brooker, one of the old Toronto work- 
ers and one of the sharehoiders and 
policyholders, there were several wit- 
nesses examined on the Injunction 
Motion, and amongst others Mr. Home 
Smith of the National Trust, who 


‘gave reasons for what had been done. 


The solicitors then got together, not 
including myself. 1 was a party to 
the suit. Mr. Watson and Mr. W. 
R. Smyth and other solicitors, repre- 
senting various parties, and they en- 
deavoured to reach a figure they 
thought might be divisable among the 
minority shareholders on the ascer- 
tainment of a surplis, that they got 
the benefit of Mr. Bradshaw’s opinion 
as a basis, as a valuation and they 
came to the conclusion that after all 
what we had originally offered, 80 
cents on the dollar, was not unrea- 
sonable, because when we hal made 
our tender to the National ‘lrust we 
never anticipated being in it turther 
or acquiring any more of the shares; 
but they preferred the cash. We 
said to them, ‘‘If that is the case we 
would like to put them on a basis 
that would be satisfactory to them, to 
discount their debentures, so to speak, 
so ultimately the 60 per cent. rate for 
cash was fixed upon and 80 per cent. 
for debentures. 

JUDGE MacTAVISH: Q.—That is 
an option. Take 80 cents on deben- 
tures or 60 per cent. cash? <A.—Yes. 
I may say the National Agency Com- 
pany has up to date, according to the 
figures furnished by our accountant, 
paid in cash to the shareholders in- 
cluding the National Trust, $74,699 
in cash, and in debentures $6,216, 
makine a total of $80,915. 

Q.—So there was a pronounced ma- 
joritv in favor of cash? A.—Yes. 

MR. TILLEY. Q.—You would issue 
debentures payable in two years? A. 
—Yes. 
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Q:.—You would pay 5 per cent. on 
the par value of the debentures? A. 
—yYes. They took them at par, at 80. 

Q.—But tor 80 per cent. of the 
claim? A.—yYes. ‘the total value to 
these shareholders who have not come 
in is $4,549. 

JUDGE MacTAVISH: Q.—These 
are the shareholders who have not 
accepted the offer? A.—Yes. Some 
have come in and by the end of the 
year we will have them all in. 

MR. TILLEY: Q.—They will have 
realized the position? A.—Put it 
that way, if you like. 

Q.—You were going to give us the 
minutes of the shareholders. Let us 
see how that resolution was worded? 
A.—Here it is, 20th July. 

Q.—‘‘A notice was sent out for the 
purpose of ratifying the insurance 
agreement’’— A.—The previous 
meeting was enjoined. 

Q.—The persons present were 
Messrs. McGowan, Evans, Symons, 
Stacey, Walker, Smith, Winnett, God- 
win, Wright, Trowch, Klein, Brooker, 
Beaver, Buchanan in person, and 
proxies held by any of the persons 
named, aS appears in the company’s 
official proxy book. Your proxies 
controlled the meeting? A.—Yes. 

Q.—The National Agency? A.— 
Yes, 

‘Q.—Was it a stormy meeting? A. 
—Oh no. Read the minutes and you 
will see. ‘That is when the hatchet 
had been buried. 

JUDGE MacTAVISH: Q.—After 
the litigation was all over? A.—Yes. 
A consent had been made, subject to 
the ratification of the agreement. 

MR. TILLEY: Q.—But that-is the 
3rd July. Had the hatchet been 
buried then? A.—No, that is not 
the 3rd. 

Q.—I see this is reading the min- 
utes of the 8rd July. This meeting 
was held the 20th July? A.—Yes. 

Q.—‘‘Moved by Mr. Stacey, sec- 


onded by Mr. Trowch?’’ A.—They 
were kickers, you See. 
Q.—(Reads resolution.) Then the 


meeting adjourned. No meeting of 
the shareholders of this company has 
been held to adopt the agreement of 
September? A.—No. 

Q.—This is just a shareholders’ 
book? A.—Yes. 

Q.—The Minute Book of the Toron- 
to Life Directors meeting held on the 
13th September at 2 o’clock, and pre- 
sent Messrs, Payne, McGowan, Sy- 
mons, Millichamp, Gilpin, of the direc- 
tors of the National Agency Company 
by invitation, and W. H.. Carrick, 
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Dr. Millichamp in the chair. (Reads 
resolution.) Lhe only object of go- 
ing through this formula would be to 
fix on what would go to the Union 
Life and what woutd go to the Na- 
tional Agency now. (xhibit 534.? 
A.—Well, that would be the effect. 
As you mentioned just now there were 
few shareholders with whom  settle- 
ments had not been made. ‘The mat- 
ter had to be kept perfectly regular 
So as to meet their cases when the 
time came. 

_Q.—''o have a good defence? A.— 
Yes. 

(.—Did you consider whether a re- 
solution and an agreement whereby 
the company should go out of busi- 
ness could be passed by the directors? 
A.—Well, we did consider that that 
could be done. 

Q.—To absolutely cease business? 
A.—Yes, 

Q.—These small shareholders that 
are left cannot even continue the To- 
ronto Life business if they want to— 
not under the agreement? A.—Not 
under the agreement, no. I may say 
as far as the Insurance Department 
was concerned they were glad to find 
the Toronto Life were going out of 
business, 

Q.—Do the directors of the Toronto 
Life now hold their stock in their own 
right or for the National Agency? A. 
—Well, they hold it in their own 
right. There is. no value attached 
to the stock. 

Q.—Wias the stock that was trans- 
ferred to you and the others paid for 
by the National Ayency? A.—Yes. 


Q.—And belonged to the National 
Agency? A.—Well, it is owned ab- 
sclutely by those directors, 

Q.—How could it be owned absolute- 
ly? You would have to transfer it 
to the National Agency when they 
demanded it? 

Q.—Why not? A.—Because it was 
the consideration for our accepting 
positions on the Board. 

Q.—Do you say any such arrange- 
ment was made? A.—Yes. 

Q.—You are qualified by some of 
eo Agency shareholders? A. 
—Yes. 
foe ae many shares do you hold? 

Q.—And the others hold 10 each? 
A.—Yes, 

Q.—How many are there? A.— 
Four. 

Q.—And there was another member 


on the Board? A.—Mr. Byne. 
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().—He continued all through? A. 
— es. 

(¥.—He has not been an objector? 
A.—He has not been an assistant. 

Q.—Has he been an objector? A. 
—He has not been quite in accord. 

Q.—He has not seen eye to eye? 
A.—No. 

Q.—Those 40. or 50 shares which are 
standing in your names are in your 
names to qualify you as directors? A. 
Yes. 

Q.—And they are the property of 
the National Agency? A.—I would 
not say that. 

Q.—i1f the shares are of any value, 
do they belong to you or the com- 
pany? A.—They belong to us. 

Q.—Individually? A.—Yes. I may 
say this frankly that if we were ever 
asked by the Board of the National 
Agency to transfer the shares to 
some one else I daresay we would do 
SO. 

Q.—It does not occur to you that 
whatever you may have done may be 
invalid because none of you are quali- 
fied under the by-laws of the Toronto 
Life? A.—Well, we are qualified. 

. Q.—You have thought of it? A.— 
Yes, 

Q.—The by-law of the Toronto Life 
provides that you must hold the stock, 
the expression is ‘“‘hold in their own 
right as sole beneficial owner, at least 
$1,000, par value?’ A.—And so we 
do, and we are entirely within that 
qualification. 

Q.—Sole beneficial owners? A.— 
Yes. 

Q.—This is the notice sent out to 
the policyholders of the Toronto Life. 
(Exhibit 5386.) I would like, if you 
will give the Commissioners’ account- 
ant an opportunity of seeing the en- 
tries in the book relating to this mat- 
ter, connected with this transaction? 
A.—Certainly. 

Q.—Are there any other agreements 
you have not given me? A.—I have 
a copy of that correspondence regard- 
ing that tender. 

MR. TILLEY: I will put in a com- 
plete copy of that correspondence. 
(Exhibit 537.) 

Q.—That is all the documents you 


have, showing the history of this © 


transaction? A.—Yes. 

Q.—There have been no other ar- 
rangements made between the Nation- 
al Agency and the Union Life or the 
Toronto Life? A.—Except what is 
disclosed. 

Q.—And no commissions or bonuses 
except what you have told us? A.— 
No, none except the isolated case. 
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(The Commission then adjourned 
from Friday, 28th September at 1.45 
p.m. till Monday, Ist October, at 10.30 
a.m.) 


SEVENTY-SEVENTH DAY, 
MORNING SESSION. 
» Toronto October Ist, 1906. 


INDEPENDENT ORDER OF FOR- 
ESTERS (Resumed) : 


MR. SHEPLEY: If your Honors 
will give me a moment, I wish to 
raise a point in which Mr. Worrell of 
the Bank of Montreal and Mr. Masten 
of the Bank of Nova Scotia are inter- 
ested here. In connection with some 
transactions about which we have been 
inquiring, it has become, we think, 
necessary to make avery full and com- 
plete examination of certain accounts 
and certain transactions in these two 
banks. The Banks, very properly, 
take the attitude that they should be 
hailed upon their subpcena, and that 
the propriety of the inquiry should be 
made manifest. The accounts and 
transactions in question, no doubt, 
will suggest themselves to your Honors 
without my mentioning them, and the 
counsel representing the two banks 
are here now, the subpoenas having 
been duly served. They are not here 
with the books and I do not want 
them to bring the books here if it is 
understood that we have the fullest 
access to them, just as though they 
were in Court, produced openly. This 
would greatly facilitate our inquiry, 
and facilitate the presentation of the 
case to the Commission. Those are 
the considerations that are affecting 
us and it is quite proper, of course, 
that your Honors should hear what- 
ever counsel for the Banks have to 


say. 

JUDGE MacTAVISH: Yes, we will 
hear Mr. Worrell and Mr. Masten. 

MR. WORRELL: Of course this 
subpeena has only been served on us 
a short time ago, and we have not 
had a great deal of time to consider 
what it refers to; but the position the 
Bank naturally takes about matters of 
this kind, is it does not wish, and ought 
not, in duty bound, to expose the ac- 
counts of its customers unless ordered 
to do so by some competent authority, 
and that competent authority has had 
brought before it thoroughly the neces- 
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sity of doing so; because, I think, the 
Commission will fully realize that the 
Bank has a duty to perform otf that 
kind which ought not to be interfered 
with unduly. his is simply asking us 
to produce the papers relating to an ac- 
count with them bya Mr. Peter Ryan. 
What relation it has to anything before 
your Honors I do not know, and my 
learned friend has not, so far, shown 


us. I do not know what has taken © 


place, and I do not know of anything 
that has fallen from him that would 
show any connection between these ac- 
counts and anything before the Com- 
mission. Of course, we are altogether 
in your hands, but we want to have it 
made perfectly plain that we have to 
do it, and that there is a good reason 


TOM ti; 

MR. MASTEN: I appear for the 
Bank of Nova Scotia, who are in a 
like position, with this exception, that 
I have not even seen the subpoena, 
much less had an opportunity of in- 
vestigating the facts, or how this mat- 
ter comes before this Commission in 
any way; and I would like that, in 
order that if there are any considera- 
- tions that I ought to submit to you— 
and I do not want to delay my learned 
friends—I would like to have an op- 
portunity of seeing where I am at, to 
use a common expression. I will be 
glad to go into the matter at the 
earliest moment, so as not to delay 
my learned friend or the Commission. 

MR. SHEPLEY: I first spoke to 
the Assistant General Manager of the 
Bank of Nova Scotia last Thursday, 
so that there has been ample time if 
the Bank had thought the matter 
pressing. However, I am not finding 
fault with them for not being ready. 
My learned friends are both right in 
saying that your Honors should pro- 
nounce upon the propriety of the in- 
quiry before they expose the affairs 
of their customers. I do not know 
that it is necessary to go all over 
the ground. I shall be very glad 
to show to my learned friends the 
matters that have led up to making 
this inquiry. They are all familiar to 
your Honors, and it is not to be ex- 
pected that my learned friends would 
know, unless they were told. It is a 
very long story, but I will be glad 
to show you that certain monies which 
we are interested in inquiring about 
have been placed to certain accounts 
in these two Banks. 

JUDGE MacTAVISH: Yes. Short- 
ly, that is the point; that monies, the 
destination of which we are investi- 
gating, have by the evidence been 
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traced to the Banks. While we ap- 
preciate the position of the Banks, 
and their duty not to disclose the 
accounts of their customers, that is 
always subject to the right of the full- 
est information when it is deemed ne- 
cessary in the public interest to ex- 
plain or show what has been the dis- 
position of the funds that are being 
investigated. I think there should be 
disclosure of the accounts in ques- 
tion, always bearing in mind that any- 
thing of a personal or private nature, 
not pertinent to the inquiry will not 
be disclosed either to the Commission 
or to the public. 

MR. WORRELL: I would suggest 
that my learned friend would look 
into the matter and point out what 
he wishes produced, and if there was 
anything which we thought should not 
under the circumstances be produced, 
that we would have an opportunity of 
showing that. 

JUDGE MacTAVISH: I think you 
and Mr. Shepley can settle that. 

MR. SHEPLEY: I want you to feel 
that in the meantime, and subject to 
a ruling in the matter, that my in- 
quiry 1s quite unlimited. 

MR. WORRELL; Unlimited is a 
large word. I think that you can 
look at the accounts so far as that 
goes, and if there are matters that 
you wish to bring before the Commis- 
sion, you can do it, but you must 
bring nothing before the Commission 
that we object to without our being 
heard. 

MR. SHEPLEY: Quite so, but you 
must not bring me before the Com- 
mission to settle every detail. 

MR. WORRELL: No. 

_ JUDGE MacTAVISH: I think that 
Is quite fair. 

_ MR. SHEPLEY: Is that quite sat- 
isfactory, Mr. Masten? 

MR. MASTEN: I do not know ex- 
actly. Ll want you or Mr. Tilley to 
show me the scope of the Commission 
and we can discuss it. 

MR. SHEPLEY: You can take that 
up with Mr. Tilley and I will proceed 
with the inquiry as well as I can. 


WILLIAM P. BULL, sworn, ex- 
amined by 

MR. SHEPLEY: Q.—You are a 
barrister and solicitor practising in 
Toronto? A.—Yes sir. 

Q.—And you have some connection 
with the Okanagan Lumber Com- 
pany? A.—Yes. 
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Q.—In order that you may have 
your attention directed to the sub- 
ject matter, I will give you some 1n- 
formation which is now before the 
Commission. A.—Quite so. 

Q.—The Okanagan Lumber Com- 
pany sold to the Kamloops Lumber 
Company its undertaking for a sum 
of money; that has been proved and 
the payment of the money has been 
proved. Mr. Fowler was the agent 
of the Kamloops Lumber Company 
in making the purchase of the lum- 
ber company from the Okanagan 
Lumber Company. Now, having told 
you so much, I want you to tell me 
some more matters that we think 
material. Who were the first incor- 
porators of the Okanagan Lumber 
Company? A.—Mr. George McCor- 
mack, Mr. F. H. Hale, Mr. W. R. 
Beattie, Mr. James Taylor and my- 
self. 

Q.—And these, I think, are the 
Articles of Association under the 
British Columbia Statute? A.—It 
was incorporated under the British 
Columbia Statute. 

Q.—These are the articles? A.— 
They appear to be. 

Q.—The objects of the company 
are very wide. I suppose you were 
aware of the incorporation at the 
time the Articles were A.—I 
attended at Victoria in connection 
with it. 

Q.—Who brought you into contact 
with the matter? Who was, or who 
were, your associates or associate? 
A.—Well, Mr. Hale and Mr. McCor- 
mack and I went through to British 
Columbia together on a trip, and Mr. 
W. R. Beattie was manager of the 
Arrowhead Lumber Company in a 
valley near the Okanagan Valley, and 


Mr. Taylor had been in the lumber’ 


business here, and he was in British 
Columbia also, and we met Mr. Tay- 
lor and Mr. Beattie there, and Mr. 
McCormack had been in touch with 
the matter before and we met at 
Enderby, and in Vernon and in the 
Okanagan Valley we met Mr. Smith, 
whose partner had just died and left 
him a lumber business, some limits 
and a saw mill and planing mill, and 
the saw mill was at Enderby and 
the planing mill was at Vernon, and 
he was anxious to dispose of the saw 
mill and timber limits and end that 
business, and confine himself to the 
planing factory. F 

Q.—Smith was the owner of the 
Enderby mill and of the timber 
limits? A.—That we purchased. 
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Q.—Which formed the subject of 
the purchase by the Okanagan Lum- 
ber Company? A.—Quite so. 

Q.—Then the Articles of Associa- 
tion bear the date the 24th August, 
1903, and there are five persons who 
associate themselves together, each 
with one share, or five shares alto- 
gether. The proposed capital of the 
company is $100,000, divided into 
1,000 shares of $1 each. A.—That is 
the authorized capital. 


* Q.—And their powers are very 
wide and would include the power 
to purchase and operate such a pro- 
perty as you speak of? A.—Yes, 

Q.—Well, then, who was actively 
engaged for the five of you in the 
purchase of the property from. Mr. 
Smith? A.—We were all there and 
purchased from Smith together. 

Q.—And what was the purchase 
money, speaking roundly? A.— 
$40,000. 

Q.—In what proportions were the 
five of you interested in the pur- 
chase? A.—We took equal fifths. 

Q.—That would apparently necessi- 
tate your raising $8,000 each? A.— 
Quite so. 

Q.—Before getting at that you can 


‘probably tell me what the ultimate 


capitalization agreed on was. You did 
not capitalize for the whole $100,000? 
A.—No, that was our authorized 
sashes and we capitalized at $50,- 

Q.—And the stock was distributed 
between you in equal fifths? A.— 
Yes. 

Q.—Each of you had $10,000 of 
stock, making the $50,000? A.—Yes. 

Q.—You can tell me probably in a 
general way how the $40,000 was 
financed? The $40,000, raised and 
paid, would pay up so much of 
your $50,000 of. stock. A.—Each one 
of the five of us was to finance his 
own share of the money, his own 
$10,000, within the time to meet 
the terms of the agreement with Mr. 
Smith for the purchase. Mr. McCor- 
mack’s partner advanced—I think he 
gave his cheques at Vernon, if I re- 
member correctly, and Mr Hale in 
Vancouver, I think, raised his money 
through his own bank there, and Mr. 
Taylor gave his cheque when I was 
there for his share that was due from 
him at that time, the share that he 
was due to pay at that time. Mr. 
Beattie did the same, and I did the 
same, at least mine was a draft vit 
Toronto. Well, then, later in con- 
nection with the purchase I disposed 
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of one-half of my interest to Mr. 
Irwin of Peterborough. 

Q.—That is you sold one-half of 
your interest, which was a fifth, to 
Irwin? A.—Yes. 

Q.—Retaining the other half, which 
would be a tenth? A.—Yes. 

Q.—From that time on you were 
interested to the extent of one-tenth ? 
A.—I had paid on that half I sold 
to Irwin, I had paid my first payment 
of $500 which he repaid me and 
eg I forwarded west, if I remem- 
er. 

Q.—You told me you had paid your 
share by making a draft; that, I sup- 
pose, was a means of raising money 
temporarily? A.—No, I was. west, 
and I instructed the company to 
_ make a draft on me here. 

Q.—That wasa means of raising the 
money temporarily; eventually your 
tenth arranged itself so that a thou- 
sand dollars was paid on it in cash? 
A.—Quite so. 

Q.—And the’ balance: was repre- 
sented by a note? A.—Yes. 

Q.—Held by the company’s bank- 
ers at Vernon? A.—At Vernon, 


Q.—Then, just to make the account 
of that specific, so far as you are able 
to tell us, you have been good enough 
to let us have your own ledger. You 
have opened an account with the 
Okanagan Lumber Company, and 
there are two cheques on the debit 
side of the account, one on the 16th 
November, 1903, for $503.15, and the 
other on the 16th February, 1904, for 
$510.65. Those are the two money 
payments which you made, making up 
the thousand dollars with some inter- 
est? A.—Quite so. The interest was 
calculated on my cheque. 

Q.—Then the balance you never did 
pay? That was simply in the shape 
of a note? A.—yYes. 

Q.—Those were the two cheques 
which you have given me? A.—Yes. 

Q.—Those cheques will be put in as 
one Exhibit. (Exhibit 538.) There 
are some other matters here which do 
not refer to this matter at all? A.— 
No, some interest on my note. 

Q.—And some matters which should 
not be under the Okanagan Lumber 
Company at all, as vou have explain- 
ed to me? A.—No. 

Q.—Your bookkeeper has put them 
there in error? A.—Quite go. 

Q.—Who were the officers of this 
company while it ran its brief career? 
Did you occupy an office? A.—Yes, I 
was the President of the company on 
its inception. 
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Q.—Did you remain President 
throughout? A.—At the first annual 
meeting, I am not sure whether there 
was a change made or not. I did 
not attend the meeting. 

Q.—You were not at the meeting? 
NO. 

Q.—You left here. Did you take 
any active part in running the affairs 
of the company? A.—No, none what- 


«ever. 


Q.—Who did? Who was the active 
man? A.—Mr. Hale was manager. 

(Memorandum of Association Ex- 
hibit 539.) 

Q.—I think you received a copy of 
the address of the Chairman to the 
Shareholders, the chairman being Mr. 
Hale, and that was accompanied by 
what is called a balance sheet, Decem- 
ber 31st, 1903? A.—Yes. 

Q.—That would be an account of 
the organization and operations of 
the company down to the end of the 
first year? A.—Yes. 

Q.—Not for the whole year? A.— 
No. 
Q.—But down to the end of the 
year? A.—Yes. 

Q.—Now this is the report, ‘‘Your 
Directors beg to report that since tak- 
ing over the business of Mr. Smith.” 
(Reads.) That is signed by Mr. Hale, 
the Chairman. You yourself had no 
knowledge of the matter otherwise 
than as this report and balance sheet 
show? A.—That is all. 

Q.—Then this balance sheet shows 
the total moneys expended, putting 
all those moneys in the shape of as- 
sets. That is the theory upon which 
this balance sheet was constructed, 
and the liabilities and the _ capital 
stock, and certain outstanding  ac- 
counts and over-drafts? A.—Yes. 

Q.—Then let us see. The company 
paid for the real estate, $26,618.43 
according to this, and for timber lim- 
its $12,871; for live stock $2,344.85, 
and for movable plant $338.29. That 
would be the $40,000 you have told 
us about of the original purchase? 
A.—It was not $40,000. aa 

Q.—Well it was in that vicinity? 
A.—Quite so. 

Q.—And then the balance would ar- 
range itself if under the expenditures 
made subsequently to the original 
purchase, saw-mill improvement and 
the river and creeks improvement, 
horse feed, office furniture, bills re- 
ceivable, saw-logs, and so on? A.— 
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Yes. That includes the stock of 
lumber, does it? 


Q.—Yes it does? A.—Yes. 


Q.—And the profit on the opera- 
tions shown in this balance sheet was 
apparently $2,500 odd? A.—It ap- 
. pears that way. 

MR. SHEPLEY: I put that docu- 
ment in. It is accompanied by an 
analysis by Mr. Cross, which sustains 
itself. (Exhibit 540.) 

Q.—Were you aware between that 
and May, 1904, of any other changes 
in the ownership of the stock? A.— 
No. 

Q.—Did you know that Taylor had 
sold out his stock to Hale? A.—Yes, 
I had some knowledge that there had 
been a change in the position of Tay- 
lor’s stock. 

MR. SHEPLEY: I put in the ori- 
ginal transfer dated 19th January, 
1904, from Taylor to Hale for the 
consideration of $13,000. (Reads 
transfer Exhibit 541.) 

Q.—Now did you know of any other 
alteration in the ownership of the 
stock? A.—No, I had no knowledge 
of any. 

Q.—Then what knowledge had you, 
if any, of the appearance of Mr. 
Fowler upon the scene? <A.—Mr. 
Fowler was introduced to me in con- 
nection with it by either Mr. Mc- 
Cormack or Mr. Irwin, I cannot re- 
call at the moment which. 

Q.—Where? Here in Toronto? <A. 
—Here in Toronto. 

Q.—Was that before he had en- 
tered into the agreement to purchase 
or after? A.—Well I did not know 
of any agreement to purchase. 

Q.—The next document I find is 
the resolution and a power of attor- 
ney, dated 23rd May, 1904. ‘There 
must have been a meeting of the 
Lumber Company held at Enderby on 
that date. It was moved by Mr. Mc- 
Cormack, seconded by Mr. Hale, and 
it was resolved that George W. Fow- 
ler be given the power of attorney 
from the Okanagan Lumber Company, 
Limited for the purpose of receiving 
the payments for the supposed sale 
of the property. Then Mr. McCor- 
mack, secretary of the lumber company 
certifies that that is a true and cor- 
rect copy of the minutes and he cer- 
tifies also that the meeting was legal- 
ly called, and that the stock of the 
said company was all represented at 
the said meeting either in person or 
by proxy. Do you know anything 
about that? A.—Yes. I had given 
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from time to time I think at first to 
Mr. Hale and later to Mr. McCor- 
mack, or vice versa, a power of attor- 
ney to represent me fully.’ 

Q.—But you were not aware of that 
meeting or of that resolution? A.— 
This is my first knowledge of that. 

Q.—Then the power of attorney, or 
two powers of attorney, because they 
are separate independent documents, 
are drawn from the Okanagan Lumber 
Company to Fowler, appointing him 
attorney for the company, to receive 
all moneys due or to accrue due un- 
der a certain sale of property made 
through the said Fowler. (Reads 
power of attorney.) And the other 
one is similar in its terms. There are 
separate witnesses and each document 
is under seal. I put them in as one 
Exhibit. (Exhibit 542.) Then appar- 
ently, if what I told you before I 
asked you any question is correct, 
and if Mr. Fowler was the accredited 
agent of the Kamloops Lumber Com- 
pany, to buy the property from them, 
he by this document becomes the ac- 
credited agent of the Okanagan lum- 
ber company to receive the money. 
You see that of course? A.—It would 
appear that way. 

Q.—Then on the same date we have 
this document, which is a copy of 
the agreement of sale made between 
the Okanagan Lumber Company and 
Mr. Fowler. It is between the Okan- 
agan Lumber Company, having its 
chief place of business at Enderby, 
and George Fowler of Sussex, in the 
County of Kings (Reads agreement.) 
Then the timber limits were set out 
and the mill and plant and 11 town 
lots, the books of account, office furni- 
ture and bills receivable, and gener- 
ally all property whether fixed or 
movable, belonging to the said com- 
pany, and Fowler agrees in case he 
takes up the option—(Reads.) Then 
comes the provisions for the payment, 
etc. You I believe Mr. Bull were not 
aware of the price at which under 
this agreement the property was to 
pass? A.—Not until I saw it in the 
evidence the other day. 

Q.—You observe that $175,000 is 
the price of the mill and the limits 
and plant, and besides that the logs 
were to be paid for? A.—That 1s 
what you read. 

Q.—I identify. and put in the che- 
ques of the Union ‘Trust Company 
paying $175,000 for the mill and lim- 
its. I produce to you now, that you 
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can identify them, but so that you 
may see them, three cheques, one of 
the 11th August, 1904, for $20,000, 
one of the 8th September, 1904, for 
$10,000, and one of the 27th Sep- 
tember, 1904, for $12,000, all of them 
payable to Mr. Fowler. All of them 
marked on account of payment due 
on logs, and all of them the cheque 
of the Kamloops Lumber Company. 
You see those? A.—Yes. 


Q.—That makes $42,000 that the 
logs measured out when they c: me to 
pay for them apparently? A.—Yes. 
(Exhibit 543.) 

MR. SHEPLEY: These also I 
should say appear to have yone into 
the account of Mr. Fowler in the 
Bank of Nova Scotia. Then I pt 
in, your Honors, as_ having’ been 
found among the papers of the Kam- 
loops Lumber Company, which were 
delivered to us the other day after 
the ruling, a certain account made up 
of the $175,000 and of the logs as well; 
$42,000 for the logs, and correspond- 
ing in its details with the cheques 
which have been put in. That is 
found among the papers of the Kam- 
loops Lumber Company and I also 
put here upon the record the accounts 
in connection with this matter in the 
books of the Kamloops Lumber Com- 
pany. The first account is what is 
called the Kamloops Ledger at page 
62. The heading of the account is 
“Okanagan Lumber Company, pur- 
chase account, consideration $175,- 
000. Then there are cash items cor- 
responding with the cheques I gave 
your Honors the other day, making 
up the $177,855.48.” Then on the 
next page 63, there is ‘‘Okanagan 
Lumber log purchase account, $6 per 
thousand Doyle’s rule, and the items 
there correspond with the cheques 
that I have just put in this morning, 
$20.000, $10.000 and $12,000, making 
altogether $42,000.”’ 

Q.—Now what did you bear and 
from whom did you hear it, about 
this sale, after it had been carried 
out? What were you told and who 
told you and what was done? A.—I 
was told that a sale had been effected 
or was being effected, that would give 
the members of the Okanagan Tum- 
ber Company two for one on their 
investment. 

Q.—Two for one on their invest- 
ments? A.—Yes. 

Q.—That is your investments being 
$50,000 it ought to give you $100,000? 
A.—Yes. 
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Q.—Is that your understanding of 
what the purchase price was? A.— 
It is my understanding of what the 
purchase price was, simply two for 
one on the stock and also whatever 
habilities there were. 

Q.—Whatever liabilities were being 
assumed by the purchaser? A.—Yes. 

Q.—Who told you that? A.—Wil- 
lam Irwin told me that and Mr. 
Fowler and Mr. McCormack. 

Q.—Irwin, Fowler and McCormack 
all told you that? A.—yYes. 

Q.—Were there two occasions, or 
one occasion, at which Irwin was pres- 
ent, and one at which McCormack 
was present? A.—Two occasions. 

Q.—Irwin once and Fowler and Mc- 
Cormack together? A.—yYes. I do 
not think I had the three together 
at any time. 

Q.—That is the report made to you 
from the sale? You are quite clear 
on that? You were not aware that 
the purchase price was really $175,- 
000 plus $42,000? A.—No. I never 
knew that. 

Q.—But you thought you were get- 
ting such a figure as would give you 
two to one for your investment? A. 
—Yes. 

Q.—How was that arranged with 
you? A.—Page 388. McCormack and 
Fowler came to my office and gave 
me a cheque for my interest. 

Q.—That is for your interest, the 
interest coming to you resulting out 
of this transfer? A.—Out of the two 
for one deal. 

Q.—I see here the account we refer- 
red to a moment ago, the Okanagan 
Lumber Company’s account, at page 
388, with this credit entry, ‘04, July 
5th, by cheque, $6,000.’’ A.—Yes. 

Q.—That is the cheque to which you 
refer? A.—Yes. 

Q.—Is that all you ever got? A.— 
That is all I ever got. 

Q.—That is not two to one for your 
stock, which was $5,000? A.—Yes, 
that would be the two for one in this 
way; that I had only paid $1,000 on 
my stock. 

Q.—And the note for $4,000 was 
still up A.—It was stil] due. 

Q.—You were not to pay the 
$4,000; it was considered dead, and 
you were to get $6,000, making alto- 
gether $10,000? A.—Yes. 

Q.—That was your understanding 
of the arrangement? A.—Yes. 

Q.—Do you remember on what bank 
it was and whose cheque? A.—Mr. 
Fowler gave me his cheque. I think 
it was on the Bank of Nova Scotia. 
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Q.—Is that all you know about the 
matter, except what you have seen 
about this investigation? A.—That 
is all. 

Q.—You have always supposed that 
you got your full share of what was 
coming out of that sale? A.—It was 
so stated to me. . 

MR. LANGMUIR: There was no 
change in Mr. Bull’s holding. He still 
held one-tenth. 

WITNESS: TI still held the one- 
tenth. 

MR. SHEPLEY: What became of 
the Okanagan Lumber Company, do 
you know, after the sale? Did you 
shareholders transfer your stock to 
anybody? A.—My recollection of that 
at the moment is that Mr. Fowler, by 
his cheque, took over my interest to 
himself. ; 

Q.—That is that your cheque passed 
to him? A.—TI think so. That is as 
Torecall sit. . 

Q.—Do you know anything about 
the books of the Okanagan Lumber 
Company? A.—No. ‘ 

@—You do not know-where they 
are? A.—The set of books were 
opened. I think I purchased a set 
of books here, and they were opened 
and sent out there. 


ROBERT LeVESCONTE | sworn, 
examined by 

MR. SHEPLEY: It is said 
Mr. LeVesconte, that the dockets 
you left with me on  Thurs- 
day evening, apparently, upon their 
face, do not seem to contain all 
the entries that you have, but the 
entries are carried to another docket? 
A.—They contain everything. The 
docket for this year has the entry un- 
der the 20th September, ‘‘Served by 
the sheriff with subpoena and $4.” 
That is all that is in it. 

_ Q.—Will you let me see the clos- 
ing entry? A.—In this docket? 

Q—April 9th, 1904, ‘Interview 
with Fowler when he wants to see 
Ryan. Attending ’phone when he is 
out; later ’phones that he will be in 
during the afternoon?’? A.—Yes. 

Q.—And then in red ink, ‘To 
Docket 24, folio 33??? A.—That is 
September 20th, the day I got the 
subpoena. 

Q.—Then I think that you Were ask- 
ed to let us see the docket? A.—Yes. 
_ Q.—Will you do so? A.—Here it 
is. 

Q.—No, the other docket; this 
docket. 24, folio 33? A.—I will let 
you see it if you wish, I haven’t got 
it here, it is in use. 
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Q.—Word was sent you to let us 
see it and I was instructed— <A.— 
That is the entry in it. There is 
nothing in this matter at all from the 
9th April, 1904, until the day I re- 
ceived the subpoena in September, 
1906, and the entry is, ‘‘Served by the 
sheriff with subpoena and $4 conduct 
money.’’? Then I have the attendance 
here the other day before the Com- 
mission when you said I would not 
be wanted for some days. Then I 
came back again and I have an entry 
of that and you said you would give 
me a day’s notice. I have that enter- 
ed and that is all there is. 


Q.—You will let us see it, please? 
A.—Yes, I will let you see it with 
pleasure. 


Q.—Then, Mr. LeVesconte, your 
docket entries show a good deal of 
correspondence and that I will have 
to ask you to let me see? A.—There 
is correspondence here in connection 
with other limits. It has nothing to 
do with this at all. 


Q.—I am only speaking about these 
limits. For instance, if you will 
turn to the docket entry of 4th Jan- 
uary, 1904, you will find that you got 
a letter from Fowler and you will 
find that you wrote a letter to some- 
body whom you describe as ‘“‘letter to 
you advising fully; also as to balance 
sheet received by Ryan this morn- 
ing?’ A.—‘‘Letter from Fowler ask- 
ing where parties can be found. Wir- 
ed him and got no reply. Attending 
telephone T. H. Hamilton.” He 
was a director in a company that 
Mr. Hamilton was interested in. 
“Attending Ryan. he says he will be 
at Kamloops on the 25th.”’ 

Q.—He was at Kamloops on the 
25th; ‘‘Letter to you advising fully.” 
Who is ‘You?’ A.—Fowler. 

Q.—‘‘Advising fully as to balance 
sheet received this morning.” 
want to see that letter? A.—lI have 
not got it here. If you will let me 
know what you want I will be very 
pleased to. You have never indicat- 
ed in any way. You said you would 
give me a day’s notice when I was 
wanted and you sent me a telephone 
message to come immediately. Now, 
if you will let me know what you 
want, I will be very pleased to give 
you what I have got. I have ab- 
solutely nothing to keep back. What 
is the date of that letter? 

Q.—It seems to be the 4th Jan- 
uary, 1904. Then on the 5th you 
write another long letter to Fowler 
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according to your docket? AA 
letter to Fowler, yes. | 

Q.—I was not here myself on Fri- 
day or Saturday, but I understand 
that you were told about this and 
had more than a day’s notice; you 
were told about this during those 
days, that this would be wanted? A. 
—No, I have not been told about 
this at all. The subpoena does not 
indicate either. 


Q.—Then there is another letter to 
Fowler ‘‘advising fully’? on the sub- 
ject apparently? A.— Yes: Have 
you made a copy of my docket? 

Q.—Of your docket entries relat- 
ing to this matter. That is what 
you understood I was going to do, 
so that you could get your dockets 
back? A.—I understood that these 
dockets were not to go out of your 
possession and I find them being per- 
used by other people who had abso- 
lutely no right to look: at them. 


Q.—You had better make any com- 
plaints of that kind to me? A.—I 
am surprised to find that, that is all. 

Q.—Who did you find looking at 
your dockets, except those who were 
working for me? A.—I had an under- 
standing with you when I left the 
dockets with you. 


Q.—You had an understanding with 
me that I should have what I want- 
ed out of the dockets and return the 
original dockets to you, and that was 
carried out? A.—You said they would 
not pass out of your hands,— 

Q.—And they did not? A.—Be- 
cause they are a record of my clients 
business. 

Q.—Then you received a note from 
Mr. Ryan on the 19th January that 
I shall want? A.—A noteP A pro- 
missory note? 5 

Q.—I suppose it is a note or short 
letter? A.—The 19th January, yes. 

Q.—Naw, on the 26th I find this 
entry: ‘‘Consultation with Ryan and 
Fowler. Instructions to draw agree- 
ment for sale, 15 folios; revising and 
engrossing in triplicate?’ A.—Yes. 

Q.—That follows the entry of the 


95th which is. ‘‘Several consultations, 


with Ryan and Fowler during the day 
and finally closed about 6.10 at $170,- 
000, exclusive of Albert Canyon ?”’’ 
A.—Yes, “‘logs to be taken at $4.50 
per 1,000.”’ 


Q.—When you say ‘‘consultation 


with Ryan and Fowler, instructions 


to draw agreement for sale,’’? that is | 


drawing the agreement for sale at 
$170,000, I take it? A.—I suppose 
so. 
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Q.—‘Afterwards engrossed two 
copies with consideration $225,000. 
Attending on execution by Fowler at 
Albany Club and attending on execu- 
tion by Ryan at his residence. Paid 
car fare.’ Then I see that on the 
8th February, there is: ‘Interview 
with Ryan and Fowler and instruc- 
tions and preparing assignment Peter 
Ryan to Hon. George E. Foster,’ of 
this timber berth and other berths 
mentioned. “Attending execution 
and arranging appointment for 9.30 
to-morrow.’’? Does that agree with 
your recollection as you gave it to 
us the other day, that you were act- 
ing in the matter in preparing the 
assignment of these berths? A.—I 
think so. I said I prepared the as- 
signments. 

Q.—I think you did? A.—yYes, I 
prepared the assignments to the Hon. 
George E. Foster. 

Q.—Then on the 20th February a 
letter from Montgomery enclosing 
copy of telegram. A.—That has noth- 
ing to do with this. That is a suit 
between Mr. Ryan and Mr. Shields. 

Q.—About this transaction? A.— 
No, it has nothing to do with this 
transaction beyond the fact that there 
was some of the purchase money at- 
tached. That is all it is. There was 
a judgment against Shields here, for, 
I think, something about $30,000, 
and the moneys were attached, any 
interest he might have. : 

Q.—Then, I want a letter which Mr. 
Ryan wrote from Winnipeg, to you, 
dated the 26th February and which 
you received on the 29th. Also a let- 
ter you received on the 8th March 
from Mr. Ryan. If you will let me 
see those, Mr. LeVesconte? A.—Do 
sou want copies of those made to put 
int 

Q.—If you will let me have them 
I can get the copies made here? A. 
—Well, I prefer not to give my letter 
books out. It is a little delicate 
giving letter books out in that way. 
I have no objection to making copies 
and letting them’ be compared here. 

JUDGE MacTAVISH: We appreci- 
ate your delicacy, but the letter books 
and letters had better he brought 
here? . A.—I will bring the letter 
book. a 

Q.—I think so; in a case of this 
kind. You may be perfectly sure 
that your private affairs will be re- 
spected? A.—If they are—but I did 
not think so. 

MR. SHEPLEY: Then that is all, 
for the present, Mr. LeVesconte. 
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ALFRED A, LEFURGEY sworn, 
examined by 

MR. SHHPLEY: Q.—Where do you 
live, Mr. Lefurgey? A.—I live in 
Summerside, Prince Edward Island. 

Q.—Your profession? A.—My pro- 
fession is law and politics, 1 suppose. 

Q.—Your profession is law, and your 
preierence politics, perhaps? A.—lI 
guess so. 

Q.—You are in the House of Com- 
mons? A.—yYesg sir. 

Q.—And have been there, how long? 
A.—Since 1900. 

Q.—Then, Mr. Lefurgey, I wish you 
to tell the Commission the inception 
of the transaction which afterwards 
culminated in the Great West Land 
Company? A.—What do you want, 
a brief history? 

Q.—I want it all. I may tell you 
that I have read, with much care, 
the depositions of yourself and some 
others in some litigation that has been 
going on, and I want the story as 
fully as you have told it there? A. 
—Well, that story, I suppose, as I 
told it there cannot be told unless I 
have the papers, and I have no papers 
except those in that suit. 

Q.—Where are they? 
suit; I have no papers. 

Q.—Physically where are they? A. 
—Physically, I suppose, they are in 
the hands of our attorneys. 

Q.—Whose attorneys, yours and 
Mr. Bennett’s? A.—Yes. 

Q.—Who are your attorneys? A. 
—Bicknell and Bain. 

Q.—yYou, of course, can get them, 
if you wish, can you not? A.—Why, 
I don’t know. 

Q.—Will you try? Will you tele- 
phone down now and see if you can 
get them here? A.—Would it be 
wise to publish the evidence in a suit 
that is now pending before the Court? 

Q.—I am afraid this Commission is 
also pending. I think if you will 
be good enough, there is a telephone 
in the other room, to telephone to 
your solicitors to bring the papers, 
if you need them to tell me the story? 
A.—I think I do not need them. 

JUDGE MacTAVISH: Tell us all 
you can remember first and if you 
want to refresh your memory you can 
refer to the papers? A.—The story 
is simply that while in the West some 
few years ago with Mr. Pope and Mr. 
Fowler and Mr. Bennett, we conceived 
the idea that land speculation in the 
West was a good thing, that we would 
take up a number of acres—the num- 
ber we did not then decide—and form 
a syndicate and buy a certain num- 


A.—In the 
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ber of acres from the C.P.R. This 
we taiked over on a trip in the West 
and when we came Mast Mr. Pope and 
Mr. Fowler arranged to get an op- 
tion on some lands from the C.P.R. 
which they did and went West and 
selected these lands. There were a 
number of us interested, At that 
time I only knew tnat Mr. Bennett, 
Mr. Pope, Mr. Fowler and myself 
were in the deal, although we pre- 
sumed that there were some ten to 
be interested; I did not know who 
they were at that time. We took 
up these lands as I said, and we held 
them for some time and Mr. Pope 
and Mr. Fowler, acting as our agents, 
were trying to negotiate a sale of the 
lands and we eventually were intro- 
duced to some people here in Toronto 
to whom we gave an option on the 
lands to be taken up at a certain 
time, and if they were taken up a 
certain sum of money was to be paid 
down in cash and they were to assume 
our contract from the C.P.R. This 
option, as I say, was given to my 
knowledge, and the lands were eventu- 
ally taken up by these people. Who 
these people were I don’t think I had 
knowledge at that time, when the op- 
tion was given, that they were any 
more than an aggregation of individu- 
als. They developed into the New 
Ontario Town-Site Syndicate. That is 
what they formed up under. How- 
ever, it was immaterial to me how 
they formed up as long as I had the 
assurance that the money was going to 
be paid and that the option was go- 
ing to be taken up and the C.P.R. 
accepted them as purchasers instead 
of us. We bought the lands I think 
for $3.50 an acre and we sold them 
at some $4.50 an acre, which I con- 
sidered was a very low figure and I 
was opposed at the time to selling 
the lands to this company as I knew 
they would be very much more valu- 
able if we held them ourselves. Now, 
is there anything else? 

Q.—Do you put that in answer to 
my request to give me a full account? 
Is that all you have got to tell me? 
A.—I am giving you a full account. 
That is pretty full. If you would re- 
fresh my memory on any point you 
want, I would be glad. 

Q.—When was it you made this trip 
to the West? A.—In 1901, or 1902. 

Q.—Can you get a little nearer to 
it than that? A.—September 1902, 
I think. . 


Q.—Who were of your party? A. 
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I don’t know that I could name all 
at the present time, but the parties 
who were interested with us in form- 
ing up this— 

\).—What was the occasion of the 
journey’ A.—The occasion of the 
journey was a trip that Mr. Borden 
was making to the West. 


(Q.—It was one of the occasions up- 


on which you were exercising your 
preference for politics? A.—Yes. 

Q.—It was a political tour? A.— 
A political tour, yes. 

Q.—With a political object in view ; 
it was Mr. Borden’s trip to the West 
which we know about. Now, by 
whom was the subject of buying lands 
introduced, and when? A.—1 think 
it was talked over by Mr. Pope and 
myself, as far as I remember, casually 
at first. That was the first conver- 
sation we had. 

Q.—The first conversation you had 
was with Mr. Pope? A.—Yes. 

Q.—Was anybody else present when 
that conversation was going on? A. 
—Not that I recall. at the present 
time. 

Q. . 
yourself or Mr. Pope?. A.—That I 
would not like to say. The subject 
of lands was one that was very much 
discussed through the West then, as 
it is now, I would not like to say. 

Q.—You would not like to say who 
first broached the matter, yourself or 
Mr. Pope? A.—No. 

Q.—But it was one of you so far as 
you are concerned? A.—Yes. 

Q.—Was anything definite arrived 
at during that first conversation? A. 
—No, nothing definite, only that we 
thought it would be a good idea and 
that we would see what others would 
like to go in with us. 

Q.—What others having regard to 
those who were participating in the 
journey? A.—Not necessarily, no. 

Q.—You mentioned the number ten? 
A.—Yes. 

Q.—Was that discussed at this first 
interview? A.—I won’t say it was 
‘discussed at that first interview. It 
was discussed on the train. It was 
understood that we would limit it to 
ten, that we would take no more than 
ten into it. 

Q.—Perhaps I had better ask you 
then who came into the matter next 
to yourself and Pope, so far as you 
are aware, as a potential member of 


the. syndicate? A.—I think our next. 


conversation was with Mr. Fowler. He 
was on the trip. 

Q.—Then Mr. Fowler, who was also 
on the trip, was the next person who 


Who introduced the - subject, | 
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came in. Who brought him in? A. 
—I think he came in in the natural 
course of conversation, that we talked 
it over with him afterwards, and 
afterwards Mr. Bennett, and those 
persons signified their willingness to 
go in and take up land. 

Q.—That would be four? <A.—Yes. 

Q.—Were you four, Mr. Fowler, Mr. 
Bennett, yourself and Mr. Pope, the 
only ones who discussed it on this 
trip? A.—The only four with whom 
I discussed it. 

Q.—The only four who were sug- 
gested as being possible members of 
your syndicate? A.—The only four 
with whom I discussed it. 

().—I am now asking you something 
that is a little different from that. 
‘Wiere they the only four who were 
expected to become members of the 
syndicate? A.—The only four who 
were expected at that time to become 
members of the syndicate, although 
mention was made that possibly Mr. 
Borden might come in, Personally I 
never talked to Mr. Borden, not on 
the trip. 

Q.—Did you hear him say he would 
join? A.—No. 

_Q.—Or that he thought he would 
join? A.—No, not at that time, no. 

Q.—Or during that trip? A.—No. 

Q.—Are you quite clear about that? 
A.—I think I am fairly clear. I 
don’t think I had any personal. con- 
versation with Mr. Borden as to it. 

Q.—What you have said in your de- 
positions has this in answer to the 
question ‘‘what was the next step.’’ 
You say, ‘‘The next step, we did talk 
with Fowler and with Bennett.’’? That 
would be the second interview? A.— 
Yes, that is what I have given. 

Q.—‘‘Just the four of you??? A.— 
“The four of us. We agreed that we 
would go ahead and go into a syndi- 
cate or partnership and take up lands, 
if we could get others to go in with 
us all right; we said we possibly might 
get ten to go in?’? A.—That is sub- 
stantially it, yes. 

Q.—That would be an _ accurate 
statement so far as your memory goes? 
A.—Yes. 

Q.—‘You have told all that took 
place the second time?”  A.—‘‘We 
practically decided to go ahead.”’ 

Q.—You did reach the decision that 
you would go ahead? A.—Yes. 

Q.—Was your going ahead depend- 
ent, or not, upon your getting ten 
together to goin? A.—Not at all. 

Q.—Was the quantity of land you 
would take dependent on the number 
that would goin? A.—Not at all. 
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Q.—What quantity of land was dis- 
cussed? A.—We talked of 100,000 
acres, 

Q.—100,000 acres or more? A.—Or 
more. 

Q.—100,000 acres or more you had 
in contemplation? A.—That is what 
we had, 100,000 or more. 

Q.—This is what you said about Mr. 
Borden ; it may or may not be import- 
ant; | want to see whether you say so 
Now. "ss 

‘On that occasion I cannot say whe- 
ther we approached Mr. Borden; I 
believe he indicated a willingness pos- 
sibly to join us, he said he would very 
likely join us on that occasion that 
we interviewed him; I don’t know 
whether it was on that occasion, but 
during the trip he indicated that he 
would possibly come in with us.”’ 

Q.—You do not modify that to-day 
at allP:):, A.i—-No, LE am: not. clearI 
told you I would not say personally 
that I had any conversation with Mr. 
Borden at all. 

Q.—But you had in some way or 
other? A.—An intimation that he 
might come in, yes. 

Q.—Then was there anything more 
definite done during this _ political 
trip? A.—There was nothing more 
definite except that it was understood 
that when we got back East we would 
see what lands could be had for from 
the C.P.R. 

Q.—And, I think, you also deter- 
mined that some of you would see to 
the location and selection of the lands? 
A.—Yes. 

Q.—If the transaction went on? A. 
—Yes. 

Q.—Then how far back had you 
come on your trip when you advanced 
the matter another stage? A.—I 
think we had all come Kast. I pre- 
sume they came to Montreal. I 
stopped off at Davenport, lowa. I 
had gone down there from Winnipeg. 

Q.—And how long were you in 
Davenport? A.—I was there some 
months. 

Q.—Do you remember when you re- 
turned to this country? A.—I re- 
turned some time in December, I 
should judge. 

Q.—Then what you said on the form- 
er occasion, and I think you are put- 
ting it very much the same way now 
is, ‘‘No other conversation during 
that trip, because when we got back, 
when we came back from the trip to 
the Fast to Montreal or to the East, 
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we won’t designate any particular 
place, we decided that we would in- 
terview the C.P.R. people and that 
some of us, that is the some of us 
would be Pope, Fowler, Bennett and 
myself, would go out to the West and 
locate upon these lands???’ A.—Yes. 

Q.—You are speaking there rather, 
I should take it, of the decision that 
was made to which you atterwards 
became a party, although you were 
not taking part, in the discussion, be- 
cause you were not there? A.—I was 
not in Montreal, no. 

Q.—And there was some corres- 
pondence while you were in Daven- 
port? A.—Yes, I received a wire or 
a letter asking me if I would go west; 
otherwise they would go themselves, 
Pope and Fowler would go, for the 
selection of these lands. 

Q.—This is what you said with re- 
gard to that in your depositions, 
“What was the next you heard of 
the transactions, of the undertaking? 
A.—The next I heard of the under- 
taking was, I think a communication 
to me, either forwarded by telegram 
—I think it was by telegram—for- 
warded to me from home. that either 
I was wanted to go out with these 
people or that Pope and Fowler would ' 
go out.’? You are not sure whether 
it was a telegram or letter, from either 
Pope or Fowler, you have not got a 
copy of it and you think that was 
some time in October. Is that your 
recollection now? A.—Yes. 

Q.—Just as it is stated there? A. 
—Yes. 

Q.—Then I think you were not cer- 
tain whether you replied to that com- 
munication at all, but if you did you 
probably told them that you could 
not at that time go with them. That 
is right, is itP A.—Yes. | 

Q.—Then what was the next you 
heard about it? The next was the 
time when you were called to put 
up money, I think? A.—I guess so. 

Q.—Just tell us what form that 
communication took? A.—Well, WY 
guess I was drawn upon for $200 to- 
wards preliminary expenses. 


Q.—When were you drawn upon for 
$200 for preliminary expenses, what 
was vour understanding then from 
what had taken place between you as 
to the number of people concerned 
and the gross amount to be raised 
for preliminary expenses? A.—I be- 
leve when I was drawn upon I was 
still in Davenport and thev wired me 
or wrote me from home if they would 
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accept and I wired them to accept the 
draft. I didn’t know any more about 
it at that time than I have previous- 
ly told you. 

Q.—What proportion did you think 
that $200 was of the toted amount 
being raised for preliminary expenses? 
A.—I didn’t know. 

Q.—Whether it was one-quarter or 
one-tenth? A.—No. 

Q.—That telegram, I think you 
have said already, about drawing on 
you, went to your own home at Sum- 
merside? A.—The draft went there 
at first. 

Q.—And the instructions you sent 
to your bankers were to Fey that 
drat? A-—Yes. 

Q.—Then you say in your deposi- 
tions in answer to question 61. ‘‘What 
was the next thing that happened? 
A.—Why, I wrote them. I wrote sev- 
eral letters to Fowler or to Pope, I 
don’t know which, Fowler, I presume, 
because my correspondence was with 
Fowler, asking him. I knew Pope 
and Fowler had gone out West to 
select these lands; they intimated to 
me they had gone out and I wrote 
him for information as to what had 
been done.’’ Have you copies of 
these letters? A.—I think there are 
copies of them. 

Q.—Then there was a letter from 
Mr. Fowler which is referred to in 
your depositions? A.—I think you 
will find the material parts of the 
letter are in the depositions. 


Q.—This is what is set out in the 


depositions. We will probably verify 
this when you are good enough to 
let us have the correspondence, the 
papers themselves. ‘‘Dear Lefurgey, 
We have succeeded beyond our wild- 
est hopes. We wired D. M.’’ Then 
the question was asked ‘‘Who is 
D. M.?’’ And do you remember what 
your answer was? A.—Oh yes. 

Q.—Who is D. M.? A.—Mr. Mann. 
Mri Dan} Mannsi.: 

Q.—‘‘And he met us at the train, 
Toronto, and took-us to his office and 
gave us the route so far as located, 
of course under cover of the strictest 
secrecy, to. keep it mum except to 
Borden, Bennett and yourself’\ A 
question or two with regard to that. 
Were you aware, as the result of 
conversations jor correspondence be- 
tween yourself and Mr. Fowler, of 
the relationship of Mr. Mann to the 
matter before that? A.—Mr. Ben- 
nett? 

Q.—Mr. Mann? A.—Oh no. 

Q.—Then this letter- was the first 
reference or intimation to you. that 
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Mr. Mann had any concern with it 
at any time? A.—That is the first, 
yes. 

Q.—Then what did you understand 
was the route that is referred to 
here? A.—The route, I_ understood, 
of course, was the route of the Cana- 
dian Northern Railway. 

Q.—Does your correspondence prior 
to this all cover that? A.—No. 

Q.—Then you were just reading 
between the lines, you had no infor- 
mation prior to this with regard to 
it? A.—WNo. 


Q.—Then what hadthe route of the 
Canadian Northern to do with the 
matter? A.—It had to do with the 
possible places to select lands from 
and that is all. 

Q.—It was a desirable ‘thing to 
know where any particular railway 
was being projected in order that you 
might select your lands judiciously? 
A.—Naturally. 

Q.—Then had there been any other 
communication with you in the mean- 
time until you got this letter indi- 
cating that Mr. Borden had carried 
out the intention that you understood 
he had of going in? A.—None. 


Q.—Then did you understand when 
you got these instructions to keep 
the matter mum except between the 
three persons, Borden, Bennett and 
yourselt, that he had come in? A.— 
I suppose I would form a reasonable 
presumption, the same as you would 
that he had. 

Q.—Il was tryng to get what was 
in your mind. at the time, what infor- 
mation you had at the time? A.—I 
presume that would have been in my 
mind, I don’t know whether it was 
or not. 

Q.—Then that would indicate five 
people up to the present time: 
Messrs. Fowler, Pope, Lefurgey, Ben- 
nett and Borden. Then ‘the letter 
proceeds, ‘‘We expect to have a 
wealthy Englishman named Lister, 
the head of the Canadian Chemical 
Company and Colonel Pellatt in the 
combine with us.’’ Is that three 
people or two, did you understand? 
A.—Oh, I never knew those people, 
never knew who Lister was. 

Q.—What I am asking is this, this 
might mean that the Englishman 
named Lister was the head of the 
Canadian Chemical Company, or was 
it mentioning three? A.—I did not 
know that. 

Q.—You have since ascertained, I 
dare say, that that really meant three 
people? A.—I did: not know Mr. 
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Peuchen at that time. I know him 
since, and I know his name is not 
Lister. 

Q.—Then the head of the Canadian 
Chemical Company was Mr. Peuchen? 
A.—Yes. 

Q.—As you subsequently ascertain- 
ed? A.—Yes. 

Q.—That would make eight at that 
time, supposed to be interested. You 
follow that and assent to it, | sup- 
pose? A.—Well, you are making the 
analysis; I am not. 

Q.—I am asking you to assist me, 
you know, and I want your view and 
not mine. Mine is of no consequence? 
A.—Well, I had no official knowledge 
that these men were in it at all. 

Q.—Nothing but what this letter 
conveyed? A.—Nothing but what 
that conveyed. 

Q.—I am asking you whether you 
assent to what I have drawn from it, 
that apparently eight people, the 
original four plus Mr. Borden and 
plus the new three were indicated by 
this letter? A.—I assent that there 
are a certain number of Names men- 
tioned there. 

Q.—And named as expected to take 
interests ? A.—If you add them up 
it would make eight, I suppose. 

Q.—And you are assenting to that? 
A.—Well, I won’t dissent trom that, 
no, 

Q.—Then the next intimation is, 
‘(We have increased the thing to 200,- 
000 acres.’’ That would indicate that 
there was some limit, would it not, 
in your discussions up to that time, 
some limit less than 200,000 acres? A. 
—Oh, it possibly might or might not. 
We had decided upon no _ absolute 
amount that we would take up. In 
fact we did not know at that time 
what options the C.P.R. would give 
us, 

Q.—‘‘On arriving here.’’ Where 
was this letter written from? A.— 
Is that a letter from myself? 

Q.—No, this is still the letter that 
commences, ‘‘Dear Lefurgey,’’ from 
Fowler? A.—Well, I suppose that 
is either written from Toronto or Mon- 
treal. I presume so. 

Q.—The interview with Mr. Mann 
is said to have taken place at Toron- 
to and then he says, ‘“‘On arriving 
here we interviewed Sir Thomas 
Shaughnessy??? A.—Oh, that was 
Montreal, yes. 

Q.—‘‘And have every reason to ex- 
pect more generous treatment as to 
terms and prices?’ A.—‘‘Most gen- 
erous treatment.”’ 
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Q.—That should be ‘“‘most;’’ that 
sounds more likely. “He said we 
should get the best that was going. 
We want to arrange for a meeting 
there when the party returns to Mon- 
treal.”’ What does that mean? A. 
—Well, I presume he means after 
they had gone West and made the se- 
lection. 

Q.—This letter seems to be dated 

the 4th October, 1903? A.—Yes. 
_ Q.—You think he means the select- 
ing party? A.—I presume he means 
when we got together again in Mon- 
treal, 

Q.—Those interested in the trans- 
action? A.—Yes. 

Q.—When you have a meeting in 
Montreal then the matter can be 
taken up further. ‘‘Tell Messrs. 
Borden and Bennett about the meet- 
ing. It will be necessary for at least 
two of us to go this fall to locate as 
it could not be done in the spring, 
and that is one of the things that 
must be arranged at the meeting. 
Yours very truly, George W. Fowler.’’ 
Then did you reply to that letter? 
That was a very encouraging letter, 
was 1t not? Don’t you assent to that? 
Pointing out that the prospects were 
bright? A.—It doesn’t make very 
much difference. 

Q.—Then if it does not, perhaps you 
will assent to that; you were getting 
the inside track as to selection and 


‘you were also getting the inside track 


as to terms and prices according to 
the letter. Then apparently there 
was some communication of the 7th 
November which is not set out in the 
depositions. Do you remember what 
that was? A.—Some conversation ? 

Q.—No, some communication. I see 
the examiner asked you this question, 
‘‘Was there anything between Octo- 
ber 4th and November 7th? A.—Not 
that I recall. 

Q.—Now, then, following that up, 
what was the next you heard after 
November 7th? A.—‘‘Well, the next 
I heard after November 7th, that was 
the date of the wire, wasn’t it?’’ you 
ask. ‘Yes’? is the answer, so that 
there appears to have been a wire on 
the 7th November. Can you recall 
from whom that was? A.—Not with- 
out reference to that document. 

Q.—And you do not remember what 
that wire was? Perhaps you will let 
us see it after the midday adjourn- 
ment? A.—Doesn’t it make refer- 
ence to it there? 

Q.—Only that reference. The ex- 
aminer having it before him probably 
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he knew and you knew what it was at 
the time and he did not think it ne- 
cessary to spread it upon the notes. 
Then your depositions go on to say 
that you wrote several communica- 
tions to Mr. Fowler asking for fur- 
ther information? A.—Yes. 

Q.—That is, no doubt, quite accur- 
ate, you were "asking for information ? 
A.—1 was asking for just what lands 
1 presume had been selected, just 
what people were in it, and further 
details, 

(j.—And were you getting the in- 
formation? A.—No, not very satis- 
factorily. 

Q.—Were you getting it at all? 
You were still in Davenport? A.— 
Yes. I wasn’t getting the informa- 
tion I wanted, no. 

Q.—Then I think that after that 
telegram, which we will learn about 
later on, you got some letters from 
Fowler as well as wrote him some let- 
ters, and the letters from Fowler I 
think you are able to produce or were 
upon your examination? A.—Yes. 

Q.—The letter of the 19th Decem- 
ber is spread upon the notes, so we 
will take that from the notes. Mr. 
Fowler to Mr. Lefurgey. Written 
from Sussex, where Mr. Fowler lives; 
addressed to you at the Albany Club. 
You had not returned from Daven- 
port, you did not return until] Janu- 
ary or February? A.—Oh yes, I was 
in Toronto in December. 

Q.—You said here, ‘‘I came Fast 
some time in January, about the Ist 
January??? A.—Oh well. I had been 
Kast for a few days to Toronto and 
then back again to Davenport. 

Q.—You had been at the Albany 
Club and received this letter there, 
I suppose? A.—TI presume I did. 

Q.—‘I wrote to you a while ago 
giving you all the information in the 
world, but received no_ response.’ 
What letter is he referring to there? 
One that you have not got? A.— 
Possibly the one we read before. 


Q.—‘‘Of course I did not suppose 
vou were going to spend all the winter 
in the States. J thought you were 
patriot enough to stay in Canada and 
spend any surplus wealth you had to 
part with in your own country. 
Everything is all right so far as the 
land is concerned, but matters are 
still in the same inchoate condition 
and so I cannot give further parti- 
culars. We are trying to get the 
land for the price on our application 
and expect to succeed.’’ That is 
rather vague, ‘‘get the land for the 
price.” Did you know what that 
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meant? A.—I don’t recall that I 
knew what that meant now. 


Q.—‘‘We are also trying to sell en 
bloc. Will write again in a short 
time. We drew on you and also wrote 
you. I don’t know how the matter 


stands, if the price was not paid. 
Yours very truly.’?’ What does that 
mean? <A.—If the ‘‘draft’’? was not 
paid, I guess it is: 

Q.—That was the draft for the 
$200? A.—Yes. 

Q.—Then you say that you were not 
able to find any other communica- 
tion earlier than one of December 
other than those you have produced, 
and that is still soP A.—That is still 
so, yes. 

Q.—Then the next letter is ap- 
parently a letter from Fowler of the 
Ist January, 1903, addressed to you 
at Summerside. ‘‘Your favor of the 
28th written from Toronto, duly to 
hand.’? That ‘would be, I suppose, 
the 28th December? A.—Yes. 


Q.—Did you keep a copy of that 
letter of yours? A.—No, I don’t 
think I did, writing up here. 

Q.—But you still think you were 
asking for information? A.—Oh, I 
know it. 

Q.—Then the letter of Mr. Fowler 
proceeds, ‘‘I did not know that my 
letter to you under date December 
19th was so barren of information, 
nor that I had said anything to 
wound your too sensitive feelings. I 
am glad to know, even though you 
are absent, junketing in the United 
States, that there was some one at 
home, looking after any drafts that 
might be made upon you.”’ Then 
there is an aspiration which is very 
human. ‘Well, old man, I think we 
have struck a pretty good thing and 
you people ought to erect a monu- 
ment to the memory of Pope and my- 
self for what we have done in your 
behalf.”? I suppose you are having, 
the marble measured now. ‘‘We are 
now trying to dispose of our holding 
at an advance that will make us rich 
for life. We have until June Ist 
to make our first payment and will 
take until February to try and sell 
en bloc. If we fail to do that we will 
then form a company and place the 
stock at $5. We got it at $3.50.” 
That means $5 an acre, of course. 
“There will be a meetisg called to 
confirm any selling arrangements. 
Until then it is not necessary, Pope 
and I as the executive, will attend to 
all the arrangements until it comes 
to the final closing of the bargain.’’ 
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We have got this much further now, 
that the intention was, having got 
the land at $3.50 to sell it at $5. That 
was the hope and the expectation so 
far as Mr. Fowler was concerned? 
AY es. 

Q.—And with that he was keeping 
you quiet in response to your de- 
mands for information. Perhaps he 
was trying to keep you quiet? A.— 
I was simply waiting for the meeting 
to be called. 

Q.—You were not corresponding 
with Mr. Pope but only with Mr. 
Fowler, I think? A.—Yes. 

Q.—Then you got back to Canada, 
permanently, I hope, and then you 
were all upon the oround here and 
could discuss matters between you. Is 
that right? A.—Well, we were on 
the ground here. 

Q. — And you were prepared to dis- 
cuss matters and wanting a meeting? 
A.—I was prepared to attend the 
meeting to give us all the informa- 
tion. 

Q.—And you wanted a meeting call- 
ed? <A.—Yes. 

Q.—You still felt, if I have not 
been mistaken in your attitude, that 
you were being kept rather in the 
dark? Is that a fair statement? A. 
—Well, yes. 

Q.—And you felt a corresponding 
amount of dissatisfaction with the sit- 
uation? Is that right? A.—I pre- 
sume so. 

Q.—Can you tell me what was the 
nature of the conversations you would 
have between you before we come to 
the next writing there is in the mat- 
ter. You were all at Ottawa were 
you not that spring? A.—That 
spring, yes, we were all at Ottawa. 

Q.—You were all at Ottawa, at- 
tending the HouseP A.—Yes. 

Q.—And did you see Fowler, Pope 
and Bennett almost daily? A.—Yes. 

Q.—Tell me what was the nature 
of the discussions that must have 
been going on between you about this 
matter and what information were 
you getting that you had not before? 
A.—Well, I really got no information 
that I did not have before. 

Q.—Then what was the nature of 
the discussions that must have been, 


one would think, constantly taking 


place between you? A.—I don’t 
know that it was constantly taking 


place, but I know I had some con-. 


versations with them. 


Q.—And the nature of them? A. 
—The nature of them, I presume, was 
with regard to this property and who 
were interested. 
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Q.—And you could not find out? 
A.—And other details. I did not 
find out. 


Q.—You were trying to find out 
and you did not? A.—I was trying 
to find out. 


Q.—Were you pressing for the 
holding of a meeting of the syndicate ? 
A.—I asked several times why a 
meeting was not called. 


Q.—And what answer was given to 
youP <A.—I could not just recall what 
answer. 

Q.—At all events no meeting was 
called? A.—No meeting was called. 


Q.—It occurs to me to ask you why 
you yourself did not call a meeting? 
A.—Well, possibly we were a little 
lethargic and careless in the matter. 


Q.—Was anybody else, any other 
member of the syndicate, taking your 
view that it was time information 
was given? A.—Well, I presume 
Mr. Bennett probably thought along 
the same lines. 


Q.—Pope and Fowler seem to have 
been the only ones that knew any- 
thing about it, and you and Bennett 
seem to have been the ones who were 
trying to find out and could not. Is 
that an unfair statement of the sit- 
uation then? A.—Well, I would 
simply say that Mr. Pope and Mr. 
Fowler had our confidence and we 
thought everything was going on 
smoothly. 

Q.—But you were not getting in- 
formation and you were pressing to 
get it, you could not even find out 
who was in the deal besides you four? 
A.—I did not know, no. 

Q.—And you were trying to find 
out and asking and not being told; 
is that right? A.—That is a natural 
deduction. 

Q.—It. is nct an unfair statement 
of the position? A.—No, sir, all 
right. 

eat want you to say so and J 
want you to say it is not fair if you 
think it is, not. fair? A,—I. would 
just as soon you would draw your 
own conclusions, 


Q.—I want your statement. You 
know and I do not TIT am surmising 
and asking? A.—Well, I am perfectly 
willing to answer you the truth of 
the matter, but to draw deductions 
from it, I don’t think that — 

Q.—It is not a mere deduction to 
say whether you were satisfied with 
the withholding of intormation? A. 
—Oh, I was not satisfied with the in-. 
formation I had received. 
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Q.—And did you feel that informa- 
tion you were entitled to was being 
withheld from you? A.—Well, I felt 
that a meeting should have been call- 
ed and the matter placed before those 
who were interested. and those who 
were interested should have discussed 
the situation. That is what I felt. 

Q.—You were urging that a meet- 
ing should be called, if I have correct- 
ly understood you? A.—Well, I was 
suggesting that we should get to- 
gether and have the situation put be- 
fore us as a body. 

Q.—Did you, during that period of 
time, say the early part of the ses- 
sion of 1903, while you were there at 
Ottawa, get any further information? 
About Lister, for instance? Did you 
find whether he had come in, the 
wealthy Englishman that was expect- 
ed? A.—I don’t recall that I did. 

Q.—You did .not get any informa- 
tion one way or the other about him, 
is that right? A.—No, I don’t think 
I did. 

Q.—Did you get any further in- 
formation about the head of the Che- 
mical Company? A.—I don’t think 
that I knew that Peuchen at that 
time was interested either. 

Q.—Any further information about 
Mr. Borden? A.—I think possibly I 
knew that Mr. Borden was not in it, 
at that time. 

Q.—You think possibly you were in- 
formed that Mr. Borden had not gone 
On with the matter? A.—Yes. 

Q.—Then, so far as I can judge from 
what you have told me, and if I may 
draw an inference, I should be in- 
clined to think that you knew of none 
but the original four? A.—I abso- 
lutely knew of none but the original 
four. 

Q.—And you believed that the four 
of you—if there were only four, or 
more if there were more—were all 
equally interested? A.—That was the 
understanding. 

Q.—Now this is something that I 
would like you to make a little plain- 
er for us than it seems to me. You 
were asked question 106, ‘‘You left it 
to him,” that is to Fowler, ‘“‘to get 
anybody that was to be got.’’ That 
is to get anybody to come into the 
syndicate that was to be got. Your 
answer was, “It was left with them.”’ 
That means Pope and Fowler, I sup- 
pose. “They were supposed,’’? you 
went on, ‘‘to have held a meeting in 
Montreal. 107. Q.—With whom? A. 
With the parties interested. I pre- 
sume that Bennett and I presume Mr. 
Borden was up there but I was not 
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up there myself.’”’ ~ What meeting 
are you referring to there? A.—The 
meeting he referred to in his letter. 
Q@.—Trhat is the meeting that was 
held after they had come back through 
Toronto and had seen Sir Thomas 
Shaughnessy? A.—Correct. 
_Q.—Then I will read the next ques- 
tion and answer to you and ask you 
whether you still assent to what you 
then said. ‘‘108. Did you interfere 
with him in any way in deciding how 
many people should be in this thing? 
.—No more than it was understood 
there should not be more than ten in 
it, and that whoever were in it would 
come in on equal shares. I[ had no 
more interference beyond that know- 
ledge that I went into the syndicate 
and they drew on me with that under- 
standing and I accepted the draft on 
that understanding?’  A.—That is 
perfectly correct. 


Q.—And you affirm that to-day? A. 
—I do. 

Q:—Then the 15th April marks an- 
other stage in the matter, because up- 
on that day you got a telegram from 
Mr. Pope sent to you at Ottawa, he 
telegraphing from Sherbrooke. ‘‘Must 
have $4,000 to-morrow for you for 
Western deal. Wire me Windsor 
where to make draft.’’ Do you re- 
member that telegram? A.—Yes. 

Q.—Explain to the Commission 
please about that $4,000 and what hap- 
pened with regard to it? A.—Well, 
the $4,000—I knew that others were 
putting up only $2,000, but I was per- 
fectly willing to put up the $4,000, as 
I understood it meant that I was tak- 
ing a larger interest. 

Q.—You have said just now that . 
you knew of others who were not put- 
ting up so much? A.—I knew Mr. 
Bennett was just putting up his 
$2,000. ’ 

Q.—You knew he was only being 
asked for $2,000? A.—Yes. 

Q.—That is you knew that from 
him? A.—Yes, surely. 

Q.—And you supposed you were put- 
ting up two shares instead of one? 
A.—I supposed that is what I was 
called upon to do, that I was being 
asked to take another share. 

Q.—Did your mind then revert to 
the old idea of ten shares or can you 
recall how that was? A.—Well, I 
can recall] this that up to that time 
T had no actual knowledge, I had no 
means—no meeting had been. called 
and I had no actual knowledge of how 
many people were in it. And the 
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only way I could get that was by an 
official meeting. 

Q.—You could, of course, have got 
it if these gentlemen had been candid 
with you and had told your A.— 
Yes, I suppose they might have told 
me the names of the people who were 
in it. 

Q.—Then what happened about the 
draft, was the draft made on you? A. 
—Oh no, before I could send him a 


draft for the $4,000 he wired me for 
$2,000. 


Q.—For $2,000 instead of $4,000? 
Was that by wire, because in your 
depositions— ~ A.—J think you will 
find that it says ‘‘by wire.”’ 


Q.—What you said was this: ‘‘Well, 
before I had time to make my arrange- 
ments for that money, to accept that 
draft, Mr. Pope came to; Ottawa and 
stated that I need not pay that 
$4,000?’ A.—Well, possibly that is 
it. Whatever I say there is correct. 


Q.—You were more likely to be ac- 
curate there with the papers before 
your 7 A‘--Yas, 

Q.—‘“Why?P A.—He told me at 
that time that he thought I might 
have another share in the deal, but 
that he was not sure whether he could 
give itto me. Q.—That would mean 
that they would increase it? A.—That 
I would have one-fifth interest in it. 
Q.—Did he say one-fifth interest? A. 
—That would be another share, that 
would mean one-fifth interest. Q.— 
Why do you say that? A.—Well, 
from what it figures out at the pre- 
sent timeeI know that.’? Now, what 
have you in mind there? A.—Well, 
I just explained there that I was not 
clear in my mind and could have had 
no definite idea as to how many were 
in the deal at that time. I presume 
I had a vague idea that there were 
ten in it, but I had no definite know- 
ledge. 

Q.—You have used the fraction one- 
fifth, yourself, in your answer? A. 
—Yes, 

Q.—And I was wondering whether 
you meant that to be a one-fifth in- 
terest or two-tenths interest; that is 
an interest spread between five people 
or two interests out of ten? A.— 
Oh well, I have not referred to it 
there. JI had in my mind the two- 
tenths interest; I suppose I had in 
my mind the two-tenths interest, but 
I would not say that, I would not 
make an affidavit to that. 


Q.—But that is the way it strikes 


you now, from your recollection? A. 
—Yes. 
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Q.—Then when Mr. Pope spoke to 
you about it not being necessary for 
you to raise the $4,000 draft, did you 
make arrangements as to what you 
should pay instead of the four? A. 
‘I was called upon by wire to put 
up $2,000. 

Q.—And you put it up, I believe? 
A.—I did. 

Q.—That made $2,200 that you had 
put up? A.—Up to that time. 

Q.—Were you aware of Mr. Bennett 
putting up his? A.—I knew he had 
put it up, I think. 

Q.—What Mr. Fowler and Mr. 
Pope were doing, you did not know at 
that time, I suppose? You supposed 
they were doing the same as you were? 
A.—I presumed they were making 
good, yes. 

Q.—Each of them paying upon the 

same basis as you and Mr. Bennett 
were paying? A.—Precisely, exact- 
ly. 
COAT you were still without in- 
formation as to how many sums of 
$2,000 each were going up? A.—I 
was. 

Q.—Do you know what the $4,000 
and afterwards the $2,000 was required 
for? A.—I knew it was for the first 
payment. 

Q.—For the first payment to the 
C.P.R. on the option? A.—Yes. 

Q.—Then were you aware of the 
terms of the option at that timer A. 
—No. 

Q.—You just knew there was an 
option of $3.50, you did not know the 
terms of it? A.—No. 

Q.—But you understood the money 
that was being collected on this call 
was to make the first payment? A. 
—Exactly. 

Q.—And I understand from you to- 
day, as well as from the statements 
made on the former occasion, that you 
were quite in the dark otherwise than 
with regard to your own contribu- 
tions. How the payment was being 
financed? A.—Entirely so. I pre- 
sumed they were each putting up the 
$2,000. 

Q.—What did you presume? <A.— 
That $2,000 was being put up by each 
of the members of the syndicate. 

Q.—And if you had known the 
amount of the first payment? A.— 
I could have figured it back how many 
were contributing. 

Q.—But that you are clear you did 
not know? A.—Oh no, I did not 
know that for long afterwards. 

Q.—Have you told us all you can 
remember of the conversation between 
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yourself and Mr. Pope when he spoke 
of his having been under the impres- 
sion that you would have an addi- 
tional interest and then finding he 
could not give it to you? A.—I know 
that I told him at that time—I asked 
him why he had drawn on me and he 
told me that I possibly might have 
another share, that somebody was 
dropping out, or something—and I 
told him that I was perfectly willing 
to take another share and put up 
my money for it. 

Q.—This is what you said before 
and I would like you to say whether 
it is correct. ‘‘He told me at that 
time that he thought I might have 
another share in the deal,’’ ag ac- 
counting for the $4,000 draft? A.— 
Yes, 

Q.—‘But that he was not sure whe- 
ther he could give it to me??? A.— 
No. Words to that effect that he was 
not sure. 

Q.—Did he elaborate that at all and 
say what the thing in prospect was? 
A.—I understood that somebody was 
not paying up or did not have the 
money to go on or did not care to go 
on. 

Q.—And then the rest of the state- 
ment, that he was not sure whether he 
could give you the extra interest, does 
not that indicate that somebody else 
was competing? A.—Well, I told 
him at the time that if anybody drop- 
ped out, that the syndicate had a 
right to that man’s interest, to take 
it up, that he could not hand it over 
at that stage of the game to anybody 
else and that if the others were will- 
ling I was perfectly willing to take up 
the odd share. 

Q.—What did you understand him 
to have in hig mind when he said he 
was not sure whether he could give 
it to you? A.—Well, there might 
have been several things in my mind. 
A man might not absolutely have 
dropped out at the time. 

Q.—Or they may have wanted to 
bring someone else in? A.—They 
may have wanted to bring someone 
else in or they may have wanted to 
take it themselves. 


Q.—You, apparently, had your at- 
tention directed to that because you 
said a man dropping out could not 
transfer his share in your view with- 
out the consent of the syndicate? A. 
—If he dropped out of the syndicate 
he could not transfer, I shouldn’t 
think so. 

Q.—If he dropped out, his dropping 
out should be for the equal benefit of 
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all the members of the syndicate? A. 
—I should judge so. 

Q.—That is what you thought about 
it and that is the way you expressed 
yourself. Then I see the actual 
money that you were called upon to 
pay was stated in the telegram of the 
21st April, which would be six days 
later than the telegram asking for 
$4,000, and it was in this language: 
‘Wire to my credit Eastern Townships 
Bank, Winnipeg, to-morrow morn- 
ing $2,000. R. H. Pope.’’ Did you 
write Mr. Pope or ask him in any 
shape or form for an explanation of 
how the extra shares you had been 
talking about, had been arranged? 
A.—I do not recall any other further 
conversation just around that time 
than what we have recited. 

Q.—You said on the former occa- 
sion, ‘I am not absolutely sure whe- 
ther I asked him for an explanation 
of that telegram either before or after 
he drew on the second telegram?’’ A. 
—Yes, that is true. 

Q.—Then, as you have told me, 1t 
was not until a long time afterwards 
that you were aware what the real 
moun of the first payment was? A. 
—Yes. 

Q.—And what you were being asked 
to contribute to. Then there came 
a time at which you have said in your 
previous examination that you were 
negotiating for the sale of this land 
and when you were asked who were 
negotiating your answer was, ‘‘Why, 
Pope was and Fowler was, I was my- 
self and Peuchen was; we were all ne- 
gotiating.’? Before you came to these 
negotiations had anything taken place 
to throw any light on the situation 
in your mind? <A.—Any further in- 
formation ? 

Q—yYes? A.—No, I had no de- 
finite information; no statement from 
them; no meeting called. 

Q.—You did not know how many 
were in it? A.—I did not know ab- 
solutely how many were in it. 

Q.—When you say you did not know 
absolutely, had you any information ? 
A.—No, I had no information. 

Q.—You had no further informa- 
tion than you have told me of before? 
A.—No. 

Q.—You knew of yourself, Bennett, 
Fowler and Pope, and you did not 
know the name of any other person, 
except Peuchen, you must have known 
of Peuchen at that time? A.—Well, 
just about the time these negotiations 
were going on was the first I knew of 
Peuchen. 
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Q.—That would seem to be a syndi- 
cate of five and you would naturally 
expect that each member would be 
equally interested with every other 
member ? A.—Well, if there were 
five in it, it was the intention that 
we were to be equally interested. 
Q.—But whether there were more 
interested in it or not, you had no 
information at that time? A.—I had 
no information. 
Q.—Now, what negotiations were 
going on and with whom? A.—wWell, 
we were all at liberty to carry on 
negotiations and I know I was cor- 
responding with some people in the 
United States, friends of mine, as to 
possible purchasers. I know that 
Pope and Fowler were conducting 
negotiations with different people, 
and I think also Mr. Peuchen. 


Q.—Do you know with what people 
Pope and Fowler were negotiating? 
A.—I cannot recall that I knew ab- 
solutely. I knew that they were ne- 
gotiating, that is all. 

Q.—You understood that they were 
negotiating with a certain company, 
did you not? A.—Well, if I say so 
there, I did. I knew later that they 
had been negotiating with Oldfield 
and Gardiner, but whether I knew 
at that time I won’t say. 

Q.—I am anxious not to mislead 
you in any way; I am speaking now 
of negotiations before the negotiations 
which finally culminated in the sale 
to the Foster syndicate? A.—Well, I 
knew they were negotiating, they 
must have been negotiating before be- 
cause they would not negotiate after- 
wards. 

Q.—You knew they were negotiat- 
ing elsewhere, is what I am trying to 
get at? A.—Oh yes. 

Q.—And I want to find out, if you 
are able to tell me, in what quarters 
they were negotiating before they 
came to negotiating with Mr. Foster 
or the Foster syndicate? A.—Oh, 
well, I could not answer that I could 
say definitely where they were nego- 
tiating ; they may have been negotiat- 
ing several places. I think that there 
is a reference at one time to some 
Brown that never turned up. 

Q.—Did you hear of negotiations 
with a company that Mr. Scott of 
Toronto was concerned with? A.—I 
don’t recall it. 

Q.—A Manitoba Land Company. 
You did not hear of that? A.—I 
don’t recal] it at the present time. 

Q.—You were aware generally, that 
negotiations elsewhere than where 
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they ultimately succeeded were going 
on? A.—Oh yes, I was sure-of it. 


(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 


Resumed at 2 p.m., October Ist, 
1906 


R. C. LeVESCONTE,  re-called. 


MR. SHEPLEY: Q.—You brought 
the things I was asking you about? 
A.—The letter from Mr. Montgomery, 
I could not find any trace of it. 
know perfectly well what the matter 
is. Some of the moneys which were 
thought to be coming to John Shields 
in this matter were attached under 
a judgment and Mr. Montgomery 
wrote me stating that it- would be 
contended that moneys payable in re- 
spect of these limits were not the 
moneys of Peter Ryan but belonged 
to the Ashcroft Lumber Company, and 
that they were not attachable. I do 
not know what I did with the letter, 
I may possibly have given. it’ to Mr. 
Ryan, or I may have given it to the 
solicitors who attached the moneys. I 
think your own office was interested 
in that to some extent. The. letter 
may have gone there. 

Q.—Then there were some letters? 
A.—The 4th, 5th and 6th January, 
1904. (Produces letter book contain- 
ing these letters). 

Q.—What has this last sentence 
here reference to (In letter of 4th 
January)? A:—‘‘Mr. F. had further 
interview with Mr. RP” 

Q.—Yes? A.—I think it refers to 
Mr. Foster paying Mr. Ryan. 

Q.—You think Mr. F. was Mr. 
Foster, ‘‘Mr. F. had a farther inter- 
view with Mr. R.,’’ that is Ryan? 
A, Yes; 

Q.—And I think was quite satis- 
fied? A.—Yes. 

Q.—What were you referring to 
there? A.—Mr. Ryan had told me 
Mr. Foster had seen him with refer- 
ence to the quantity of timber on 
the berths, as to the berths general- 
ly, the timber limits. 

Q.—As early as that date there was 
communication going on between Mr. 
Foster and Mr. Ryan on the subject? 
A.—Mr. Ryan told me Mr. Foster 
had seen him, that was all I knew 
about it. 

Q.—Then the next one—I will have 
a copy of the letter of the 4th made? 
A:—Yes, 
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.Q.—Then the letter of the 5th? 
(Shows). 

Q.—I will have a copy also of the 
letter of the 5th? A.—Well. 

Q.—Then the letter of ‘the 6th ? 

A.—(Shows copy in letter-book). 

Q.—I will have a copy of that letter 
alsop A.—Very well. 

Q.—What was the next memoran- 
dum? A.—tLetter from Mr. Ryan of 
the 29th February, or rather it was 
received by me on the 29th February, 
it does not show where it was written 
from but I think it was written from 
Winnipeg. (Produces letter). 

Q.—This is the letter of the 26th 
February, 1904? A.—Yes. 

Q.—That you will let us have a 
copy of please? A.—yYes. 

Q.—What is the next? A.—Enclos- 
ing deed. 

Q.—What is this in your memoran- 
dum? A.—That I cannot find. 


Q.—That is the one that was spoken 
of in your docket, as a note? A.— 
What I think that was, as shown by 
‘the entry itself, he had called to see 
me and I was not in, and he just 
scribbled a note saying he was leav- 
ing for the West. 


Q.—Then the next is a letter of the 
8th March from Ryan? A.—I re- 
ceived it on the 8th, that is enclosing 
the deed. It was the deed of the mill 
site; it was sent back to have a notar- 
ial certificate attached to it. The 
deed had to be re-executed. 

Q.—What is this? A:—That is a 
copy of the certificate of execution. 


Q.—I do not require those. Where 
are Fowler’s letters to you? A.—TI 
do not think there are any, Mr. 
Shepley. There was a letter referred 
to in one of these, and here are all 
the papers here. 

Q.—You have not found a letter 
from Mr. Fowler yet? $A.—These 
are all the letters in the file. 

Q.—Have you gone over them to 
see if there were any from Mr. 
Fowler? A.—I went over them hur- 
riedly. This is in reference to a lot 
of other matters, but it is all the 
papers in that box. 

Q.—I want to know whether in that 
bundle there are any of Fowler’s let- 
ters? A.—I cannot say, I went 
through it hurriedly and I have not 
found any. 

Q.—I would like. you to look, if 
you please? A.—I will look care- 
fully. 

Q.—Now then that docket 24, you 
said you would see that? A. —T have 
not brought it up, I thought you 
were satisfied with that, I will tele- 
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phone and get it. I think you were 
satisfied that simply contained the 
entry of the service of the subpoena. 
However, I can get it up bere if you 
wish. 

Q.—If you would do that this after- 
noon at your convenience? A.—Very 
well. 

Q.—Or to-morrow morning; you 
have a meeting? A.—Yes. 

Q.—You may go now and I won’t 
detain you. Let me have copies of 
those Ryan letters I have indicated 
to youP A.—Those four? 

Q.—Yes? A.—Very well. 

ALFRED A. LEFURGEY, exam- 
ination continued : 


MR. SHEPLEY : 
brought the papers? A.—(Produces 
a bundle of papers). That letter Jan- 
uary ’02 should be 1903. 


Q.—I think these are probably 
chronologically arranged except the 
person who was arranging them did 
not know that was January, 1903, in- 
stead of January, 1902? A.—I think 
I made mention of that in the evi- 
dence. Here are some documents 
showing where I remitted the money. 


Q.—Were you receiving notices of 
directors’ meetings of the Great 
West Land Company as well as share- 
holders’ meetings, you were not a di- 
rector of the Great West? A.—I be- 
heve I am. 

Q.—I see some notices here, those 
were notices sent to you in your 
capacity as shareholder and director? 
A.—Yes. 

Q.—Did you attend any of the 
meetings? A.—No. I attended one 
meeting last year some time, that is 
the only one I ever attnded. 

Q.—I think I shall want full copies 
of all of these letters? A.—-Very 
well. 

Q.—Apparently -you were asked to 
return the certificates you held for 
ten shares in the New Ontario Town 
& Farm Sites Syndicate with the view 
of having them re-placed by certifi- 
cates in the Great West Land Com- 
pany, did you ever exchange? A.— 
No. If you will follow out your brief 
all through you will pick up all these 
points. 

Q.—What other*papers have you? 
A.—These are some of the letters we 
referred to, that is showing where I 
remitted through your bank. 

Q.—I think your suggestion is pro- 
bably a good one; we will just follow 
the matter on from where we were. 
I think we had got down to this point 
that you were negotiating as well as 


Q.—You have 
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they for the sale of the property and 
I think you told me this morning 
substantially what you said with re- 
gard to Peuchepn on your examina- 
tion, that he came in so far as you 
were. aware to your knowledge—that 
is he came within your knowledge 
just at the time the negotiations for 
sale were going on? A.—Yes sir; Mr. 
Peuchen was I think the man who 
introduced us to these people to whom 
we sold. 

Q.—What reason have you for say- 
ing that? A.—He says so himself. 

Q.—And that is your reason for 
saying soP A.—I know that he was 
in touch with these people, got in 
touch with these people and brought 
it to the notice of Fowler and Pope 
and myself. 

Q.—When you say these people be 
definite about that, what people have 
you in mind? A.—TI have in mind I 
presume the people whom you call 
the Ontario Farm & Town Sites Syn- 
dicate, they were not so known to me 
at that time, they were just an 
aggregation of individuals, who were 
prepared to buy the land. 


Q.—An aggregation of individuals, 
who were: the components? A—.Now 
that is more than I can say. 

Q.—What names had you _ before 
you? A.—I think the first one of 
the men that I remember was a man 
named Dale, I don’t know— 

Q.—Did you ever hear of Mr. Mat- 
thew Wilson in connection with it? 
A.—I do not remember (Wilson in 
connection with it. 

Q.—Nor Mr. McGillivray nor Mr. 
Foster? A.—Mr. Foster was I be- 
lieve present at one of the meetings 
we had, whether it was in connection 


with these Dale people I cannot re- 


call. 

Q.—You do not seem to have had, 
or if you had you have not now a 
very clear idea of just what was go- 
ing on? A.—I have not, just who 
composed this syndicate who were talk- 
ing jf buying.- I really have «not 
any clear recollection now. 


Q.—Did you understand that you 
were selling to a syndicate at a pro- 
fit of $1 an acre, and that the syndi- 
cate was re-selling to anybody else, 
to the Great West Land Company, or 
the New Ontario Town Sites Company, 
at a fufther advance? A.—No, I 
understood when the matter was 
talked over that we were selling at 
$4.50 an acre, $1 advance, that the 
parties who were buying from us in- 
tended to form a company and to in- 
crease the sale, put the shares on the 
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market at $5, an acre; we were going 
to form a company, and I presume 
invite subscriptions for stock, and 
that was going to be— aan ke 

Q.—That would be another 50 
cents an acreP A.—Yes, we objected 
to that at the time, and they said, 
‘Well, here, we will give you your 
proportion in, we will increase your 
proportion of stock; that is to say 
we were taking three-quarters of our 
profits in cash and we were taking 
one-quarter of our profits in stock in 
the new company that was going to 
be formed, and on account of them 
increasing it fifty cents an acre we 
said we should have a proportion of 
that increase, because we could have 
taken cash for our other quarter but 
we preferred to remain in the com- 
pany; and for that reason they in- 
creased our holdings of stock $5,000. 
_ Q.—50 shares; you have given me 
just a very clear account of what was 
being done, where did you get that, 
were you familiar with the transac- 
tion as it was going on, or did some- 
body make that report to you? A.— 
No, I think I was present at that 
meeting where we talked over giving 
this option, and it was understood 
at that time that should they increase 
to $5 an acre and float a company 
and float the shares at that ratio that 
we would get $5,000 additional. I 
think I understood that at the time 
we gave the option. 


Q.—You understood that by reason 
of your taking part personally in the 
negotiations that were carried on? A. 
—I was present in Toronto when those 
negotiations were going on, I attended 
that meeting, 

Q.—It strikes one that you have a 
very clear idea of what took place 
when you were there, and you have 
hardly any idea at all about what was 
taking place when you were not there, 
and that is the thing I want to have 
you explain? A.—That would cer- 
tainly be the natural consequence, 
when I was there I would probably 
know what was going on, and when I 
was not I suppose— 

Q.—At this time when you were 
dealing with these large interests—of 
course your $1 an acre profit was 
$200,000? A.—Yes. 

Q.—That is a large figure, it would 
seem to me, when you were dealing 
with that it seems difficult to under- 
stand why you were not insisting on 
knowing how many people were shar- 
ing it, and what proportion of that 
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was going to be yours? A.—That is 
a fact, that may appear to you 80. 

Q.—I do not say it in any bad 
sense at ali? A.—1 perfectly under- 
stand, but I supposed I was putting 
my trust in the situation that was 
going to be— 

Q.—I should have thought it would 
have been a matter of interest to you 
to know. whether you were getting 
one-tenth of that profit or as much 
ag one-quarter of it? A.—Yes. Well, 
I was imagining I was being treated 
as my proper interest deserved. 

Q.—You supposed you would be on 
the same footing with Pope and Fow- 
ler and Bennett? A.—Absolutely. 

Q.—The whole four of you? <A.— 
Yes. 

Q.—And when Peuchen came in on 
the same footing with him as well? 
A.—That is the same idea, we were 
- to be in all alike. 

Q.—And you still did not know 
whether there was one, two, three, 
four, five or more people sharing the 
profits? A.—1 suppose I had some 
presumption there were others since 
I was only getting a certain portion. 

Q.—That is when we come to see 
about the distributing of “the moneys 
and the stock? A.—Yes. 

Q.—Did you ever see the option 
given by the Canadian Pacific Rail- 
way Company to Pope and Fowler? 
A.—Not up to that time. 

Q.—It is dated 24th April, 1903, 
and it witnesseth that in considera- 
tion of the sum of $20,000 now paid 
the purchasers, who are Pope and 
Fowler, are given until the 15th May 
inclusive the option of purchasing 
these lands? A.—Yes. 

Q.—Is that, as you understand it, 
the $20,000 towards which you con- 
tributed $2,000? A.—I expect it is. 

Q.—I suppose it is not too much to 
say that you probably did not know 
of this agreement of the 4th June, 
1903, between the then stockholders 
in the New Ontario Town & Sites 
Syndicate, Limited, that company 
and Mr. Foster and Mr. McGillivray 
and Mr. Wilson? A.—What is that? 
That this company was composed of 
these people? 

Q.—Yes, and that they were enter- 
ing into this agreement with the three 
gentlemen who were taking over the 
land? <A.—I did not know any par- 
ticular three gentlemen that were 
taking it over at that time, no. 

Q.—Who did you suppose was mak- 
ing the fifty cents an acre? A.—The 
new company that was going to be 
formed, I expected the persons who 
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were buying it were going to form a 
company, and they were going to sell’ 
this stock at $5 per acre. 

Q.—Who were going to get the 
extra 50 cents? A.—We were get- 
ting $5,000 of it. 

Q.—And who else was getting the 

rest of it? A.—Why, whoever were 
interested in the company, whoever 
were interested in floating the com- 
pany. 
_Q.—From whom were they to get 
it, those interested in floating the 
company? A.—From you, if you 
wanted to buy stock. 

Q.—From the general public that 
would come into the company? A.— 
I presume so. 

Q.—If there was any of the general 
public admitted? A.—I presume so, 
yes. 

Q.—The company itself would have 
to pay the extra fifty centsP A.— 
Certainly, 

Q-—So that any shareholders other 
then the promoters would have to pay 
it? A.—I presume so. 

Q.—Then you did clearly under- 
stand there were two profits between 
your purchase and the ultimate pur- 
chase by the company to be formed? 
A.—Well, I presumed that these peo- 
ple who bought it from us were going 
to make a profit out of it. 

Q.—Make a profit out of the com- 
pany which they were promoting? A. 
—Out of any company; they owned 
the property, I suppose they bought 
It as an aggregation of individuals, 
and they were going to turn it over 
to the company. 

Q.—Turn it over to the company 
which they would create, and turn it 
over at a profit? A.—Yes. 

Q.—Of which profit you were to get 
$5,000 out of the $100,000? A.—yYes. 

Q.—You did not, I suppose, make 
any enquiry with regard to the in- 
terests to be given to the old owners 
of stock in the New Ontario Town 
Sites Company? A.—TI did not know 
the New Ontario Town Sites Company 
at that time. 

Q.—You did not know how they 
were being dealt with? A.—No. 

Q.—We have had that pretty fully 
from the document, and it does appear 
the original stockholders who each had 
one share in the New Ontario Com- 
pany got one share in the Great West 
Company—you did not know about 
that? A.—Not at that time, I do 
since. 


Q.—You found out about that after- 
wards? A.—Yes. 
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Q. How did you suppose this aggre- 
gation of individuals that you have 
told us about was financing the trans- 
action? A.~-I did not know. 

Q.—You knew of course that they 
were stepping into your shoes and 
taking all your obligations with re- 
spect to the land? A.—I was per- 
fectly well satisfied if they put up 
the deposits, and I think they had an 
option for so many days if they put up 
the deposit, and the C.P.R. took them 
over as the purchasers instead of our- 
selves, that my position was perfectly 
safe and I was not worrying at all. 

Q.—These people had in the first 
place to re-pay you all you had paid 
to the C.P.R.? A.—Yes. 

Q.—They had to pay all that was 
due to the C.P.R. besides? A.—Yes. 

Q.—And they had to pay you in 
meal or in malt, in cash or in stock 
the $200,000? A.—Yes. 

().—Of profits that you were mak- 
ing? A.—Yes. 

Q.—That was the arrangement as 
far as they were concerned? A.—Yes. 

Q.—You were looking upon them as 
an aggregation of individuals? A.— 
That is what I considered them at 
that time. 

Q.—And do you tell me that with 
all that at stake, with that vast in- 
terest at stake, you did not familiar- 
ize yourself with the character and 
standing of the people you were 
dealing with? A.—Mr. Pope and 
Mr. Fowler were acting for us, they 
had full charge of the transfer. The 
option had been taken from the C. 
P. R. in their names; they had been 
conducting the affairs right straight 
along, and the final protection of our 
interests was left to them. 

Q.—You were exercising vicarious 
prudence through Mr. Pope and Mr. 
Fowler? A.—You may say so. 


ear that the way you will put 


it, that you were relying upon them? 
A.—I was relying upon them. 

Q.—And you perhaps were satisfied 
that they would not deal with their 
own interests or with yours unless 
they were satisfied of the solvency of 
the people they were dealing with? 
A.—Correct. 

Q.—And their means to finance the 
transaction? A.—Correct. 

Q.—Were you at all curious about 
that, had you any curiosity to know 
how this money was being raised? A. 
—No, I do not recollect that I had 
at all. I had no hint of it. no inti- 
mation of how it was being raised 
any more than possibly the C. P. R. 


there for? 
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had when they gave us the option on 
the property, and that we would col- 
lect together the money and put it 
up; I thought we were dealing with 
men who had the money to put it up. 

Q.—Did you know at that time of 

the Union Trust Company as a finan- 
cial institution—I don’t mean in con- 
nection with this, but did you know 
of the Union Trust Company? A.— 
I certainly knew the name of the 
Union Trust Company, yes. 
_ Q.—Did you know it as a financial 
institution which was dealing gener- 
ally with large propositions? A.—I 
did not know very much about it at 
that time, no. 

Q.—Perhaps up to that time you 
yourself had not been brought in con- 
ject to correction in regard to the 
which you had a personal interest, 
1s that fair? A.—I don’t know, I 
think possibly I was up against large 
transactions, familiar with them all 
my life, not just along this line. 

Q.—I am speaking of transactions 
along this line where a gentleman 
without paying very much money 
handles enormous profits? A.—I do 
not think the profits were enormous 
myself, I do not think they were 
nearly as large as we could have made. 


_ Q.—We will say profits without us- 
ing the adjective at all. You say 
Fowler never mentioned the Union 
Trust Company to you at all? A.— 
No, I had no intimation, never knew 
the Union Trust in any way, shape or 
form up to this time. 


Q.—And do you say the same with 
regard to the three gentlemen whom 
I have named to you, Mr. Foster, 
Mr. McGillivray and Mr. Wilson— 
did you know anything of them in 
the transaction? A.—I think Mr. 
Foster was present at one of the meet- 
ings. 

Q.—What did you think he was 
A.—I supposed possibly 
he was there as one of the syndicate 
of these men who were going in for 
the purchase of this property, there 
was no particular men mentioned. 

.—As one of the syndicate which 


was making the fifty cent profit? A. 


—You can call it making the fifty cent 
profit, we were not making the fifty 
cent profit, we were only getting an 
equivalent to what we would call a 
cash price. 

Q.—I am speaking of the two pro- 
fits, I am asking you to bear in mind — 
you have already defined the dollar 
profit that you and your associates 
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got, and the fifty cent profit that you 
anticipated this aggregation of indi- 
viduals should get? A.—I was satis- 
fied they should make fifty cent pro- 
fits, so long as they gave me an equiva- 
lent, 

Q.—So long as your people got the 
$5,000 extra of stock? A.—Sure. 

Q.—I would like you to reflect for 
a moment and see if you can recall 
whether or not you had any intima- 
tion with respect to Mr. Wilson and 
Mr. McGillivray? A.—That is a 
matter I have never seriously thought 
about, I am pretty well familiar with 
the whole sitration as regards my in- 
terest in the matter, that the men 
who were there at that time never 
seriously presented themselves to me. 
I think there was a Mr. Dale there. 

Q.—Mr. Dale had a very small in- 
terest? A.—And I think there was 
a Mr. Curry there. 


Q.—That was small too? NAG eee 
think Mr. Foster was there. 
Q.—That was not so small? <A.— 


And Mr. McGillivray, I did not know 
at that time, nor Mr. Matthew Wil- 
son I did not know at that time, and 
I cannot recall clearly whether they 
were present, I would not like to put 
myself on record as saying whether 
they were or not. 

Q.—You were aware of course that 
Mr. Foster was the General Manager of 
the Union Trust Company, you had 
followed his career with sufficient in- 
terest to know that? A.—I had only 
been up here a year or two at that 
time in the upper Provinces, and I do 
not know even then whether I associ- 
ated Mr. Foster with the Union Trust 
Company. I did not certainly associ- 
ate him with any company at all when 
I met him there. 

Q.—You did not think of him as in 
connection with the Union Trust 
Company at all? A.—No, I do not 
think so. 

Q.—Can you be more certain with 
regard to that? A.—I do not think 
you can be very certain with regard 
to what is passing through your mind 
five or six years ago. 

Q.—I don’t know how that may be, 
but it is more material about you 
than me? A.—I would not like to 
say. 

Q.—You would not like to say you 
did not know Mr. Foster was the 
General Manager of the Union Trust 
Company ? AT wonld pat iite.t 
would not like to say I did know. 

Q.—You would not like to say one 
way or the other? A.—No. 


s 
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Q.—Were you sufficiently familiar 
with the environment, so to speak, of 
the Union Trust Company to have 
identified Mr. McGillivray and Mr. 
Wilson with it if you had heard their 
names? A.—No. 


Q.—And you think though that you 
would not be sure that you would not 
fe identify Mr. Foster with it? A. 
— Oo: 

Q.—And your knowledge of the 
Union Trust Company yourself was 
only the general knowledge you have 
spoken of? A.—Just general know- 
ledge,I knew there was an institution 
called the Union Trust Company, I 
had never come in contact with it 
and knew nothing about it. 


Q.—Did you identify the Union 
Trust Company in any way with the 
Foresters organization? A.—No. 


Q.—You had no idea they were not 
entirely separate and distinct or- 
ganizations? A.—No, I had _ no 
eritices about them at that time at 
ails 

Q.—When did the situation between 
yourself, Bennett and Peuchen upon 
the one hand and Mr. Fowler and 
Mr. Pope upon the other become 
acuteP A.—It became acute when— 
well, it was becoming acute all the 
time, Mr. Bennett was at me a great 
many times to get these people to- 
gether, and he was trying to have a 
meeting, and see what situation we 
were in, and we thought the partner- 
ship or the syndicate should be called 
together, and as I told you repeated 
efforts to call them together failed, 
and we waited along till—our first 
cheque came along. 


Q.—That marked an epoch? A.— 
Yes. 


Q.—When was that? A.—They 
sent a cheque about a year after we 
sold the property, I cannot just tell 
exactly how long it was after the 
sale went through. 


Q.—Would that be a cheque in re- 
spect of the money that you had al- 
ready advanced, the money that you 
had put up, or would it be a cheque 
in respect of the profits you were to 
make? A.—A cheque in respect of 
the profits. 

Q.—You perhaps had your $2,000 
re-paid at an earlier stage? A.—I 
had $6,000 up. 

Q.—That is you had to pay in addi- 
tion to the $2,200 you mentioned? 
A.—Yes, there were some other calls 
we had; $6,000 I find in it. 
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Q.—That is what you had to put up 
altogether? A.—Yes; that had ‘been 
paid back at that time. 


Q.—How was that arranged, who 
was the distributor of that money, 
that is of the refunding of the money 
you had put up? A.—It always came 
to me through a cheque from Pope 
& Fowler. 


_ Q.—Do you remember whose cheque 
it was, was it their own cheque? A. 
—It was their own cheque. 


Q.—The cheque of the two of them? 
A.—I rather think it was, I think 
they both signed the cheque. 


Q.—Do you remember what bank? 
A.—If I remember correctly, I think 
it was the Bank of Nova Scotia. 


Q.—Do you remember what branch 
it was drawn on? A.—That I do not 
know. 

Q.—What you would suppose would 
be the people to whom you had sold 
were making the payment to Pope & 
Fowler, as your agents and Pope & 
aie then were distributing? A.— 

es. 

Q.—That would be the position you 
woul ,naturally anticipate? A.— 

es. 


_Q.—A time came when all your ori- 
ginal moneys had been re-paid, the 
$6,000, and there was a cheque on 
account of the profits, that was on 


account of your $200,000 of profits? 
A.—Yes. 


Q.—In the first place had you got 
any of the stock, had you any of the 
stock allotted to you—you see there 
was to be $50,000 allotted to you and 
your associates in the first place and 
$5,000 afterwards? A.—I do not 
know whether that stock was allotted 
to us before or after this, it was 
eventually allotted to us. 


Q.—At all events a cheque came; 
can you give me the date of that— 
you said it was about a year after 
the sale? A.—I cannot give you the 
date of that cheque, I don’t think. It 
is approximately eight months to 
twelve months after the sale of the 
property went through; it was some 
time after it was due at any rate. 


Q.—Had you at that time become 
familiar with the conveyancing that 
had been done, with the terms of the 
transactions themselves, entitling you 
to this money, and was this cheque 
on account of your profits overdue 
and long overdue? A.—This cheque 
was some time overdue. 

Q.—Some time over due before you 
got that? A.—Yes. 
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Q.—Did you get a statement with 
the cheque? A.—Yes. f 

Q.—Is that among the papers you 
have there? A.—I do not believe it 
is. 

Q.—What has become of it? A.—I 
handed those things over to the safe 
keeping of Bicknell & Bain; if they 
got a statement from me it may be 
around the papers. 


MR. BAIN: I have not the state- 
ment.—If we have one I will let you 
have it. 


MR. SHEPLEY: You do not find 
any statement here at all events? A. 
—Here is the second payment. I 
have the receipts for that, which I 
never signed. . 

Q.—At all events let us get on with 
what you can tell me without the 
statement. The cheque was marked 
an epoch, on account of profits; what 
was there particularly peculiar about 
that? A.—The particular’ part of 
that was that there was $20,000 com- 
mission charged for doing the busi- 
ness. 

Q.—Apparently charged by whom? 
A.—By Messrs. Pope & Fowler. 

Q.—Messrs. Pope & Fowler were 
charging commission to you at all 
events? A.—Yes. 

Q.—Did that statement show who 
else was in it? A.—No. 

Q.—It just purported to show what 
is coming to youP A.—That is all. 

Q.—Did that statement indicate 
what your share in the transaction 
was, whether it was one-quarter or 
one-fifth or one-tenth or whatP A.— 
I could readily figure up the situa- 
tion then, I think possibly at that time 
I was aware that what I was getting 
was one-tenth interest. 

Q.—What was being given you was 
only a tenth interest? A.—Yes. 

Q.—And the tenth interest after 
deducting the $20,000 of commission P 
A.—Yes. 

Q.—And that commission was taken 


; not out of the stock but out of the 


cash? A.—Out of the cash. 

Q.—How much profits were shown 
from which the $20,000 commission 
was deducted? A.—It was the first 
payment, you will get it there. i 
would roughly say it was $25,000 was 
the first distribution. 

Q.—You mean that was the gross 
amountP A.—Yes, that was roughly, 
$24,000 and something, there were two 
payments on profits due before they 
rendered the statement. 

Q.—Were those both taken in the 
account in the statement? A.—Yes. 
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Q.—Those two payments were how 
much? A.—Nach approximately $25,- 
OOO a piece. 

Q.—1hat would be approximately 
_ $50,000 in the whole? A.—Yes. 

Q.—$20,000 was subtracted from 
that for commission? A.—Yes. 

Q.—And the balance was divided 


into ten parts, of which je were. 


given a cheque for one? <A.—I was 
given a tenth part of that balance, 
and I also took into account the $2,000 
that they had apparently collected for 
preliminary expenses. I could see 
from that that they had apparently 
called upon me for one-tenth part of 
preliminary expenses. 

Q.—What did you doP A.—At that 
time I was in touch with these peo- 
ple and I told them I would not stand 
for it, that they were not entitled to 
any commission. 

Q.—What do you mean by being in 
touch with them? A.—I could see 
them personally; I told Mr. Fowler 
and Mr. Pope that I was not satisfied 
with the conduct of the company and 
they as our representatives, and that 
we should have been called together, 
that they were entitled to no commis- 
sion unless we were ready and willing 
to give it to them, and that I wanted 
an accounting of the moneys. 

Q.—What was the reply to that? A. 
—I did not get it. 

Q.—You did not get the account- 
ing? A.—No. 

Q.—What was the reply that was 
made? A.—I told them that if they 
did not account for it I would have 
to take means to force an account- 
ing. 

Q.—Did they deny your right to 
an account? A.—Their actions I sup- 
pose speak louder than words; they 
did not give it to me. 

—Then were there other pay- 
ments on account of profits subse- 
quently? A.—Yes, 

Q.—By this time all the profits had 
been realized? A.—No, the profits 
were paid over this period, I think 
there was one other term of profits 
after that, and then the balance of 
the profits. were taken in one lump in 
advance, discounted in advance. 

Q. —Whenever there has been a di- 
vision have these gentlemen always 
made the division, Pope and Fowler? 
A.—Up to the last payment. 

Q.—They have always given you up- 
on the basis of one-tenth interest? A. 
—Yes. 

Q.—How much did you get alto- 
gether ? A.—I don’t think I could 
just tell you offhand. 
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Q.—Have you got enough to make 
you rich for life? A.—QOh no. 


Q.—In the extravagant terms of 
Mr. Fowler’s letter? A.—No. 

Q.—Are you going to? A.—No, I 
do not expect I will. 

Q.—That depends on how fast you 
live on it? A.—Yes. 

Q.—How much have you received 
altogether? A.—Between eleven and 
twelve thousand dollars I presume. 


Q.—And has that all been distri- 
buted by Pope and Fowler? <A.—AIl 
but the last enh I think. 

Q.—Who distributed the last pay- 
oy eae A.—They came direct from 
the Great West Land Company. 

Q.—How many shares do you un- 
derstand you now have in the Great 
West Land Company? A.—I have 
55 shares, that is what Mr. Pope and 
Mr. Fowler handed me over a memor- 
andum to the effect that I was entitled 
to 55 shares. 

Q.—That is one-tenth of the 550 
shares? A.—Yes. 

Q.—You have brought the suit you 
speak about, of course, a suit to com- 
pel an accounting? A.—In conjunc- 
tion with Mr. Peuchen and Mr. Ben- 
nett I have brought suit. | 

Q.—You have brought suit against 
Pope and Fowler? A.—yYes. 

Q.—And they are defending the 
suit? A.—They have put in a de- 
fence. 

Q.—And it has not yet been tried? 
A.—No. 

Q.—Has it been disposed of other- 
wise than by trial, has it been settled? 
A.—No. 

Q.—You are still apart? A.—Yes. 

Q.—You have perhaps made yourself 
acquainted in the course of that liti- 
sation with the monevs and stock 
which these centlemen. Pope and Fow- 
ler. have come out with out of the 
transaction ? A.—T have an_ idea 
that thev are the holders of seven- 
tenths of the stock in this thine. 

Q.—Seven-tenths of tho stock that 
wae to cama to all of vou? A Veg. 

M) —AndA ae ta tha nach thew have 
taken seven-tenths of that? AG) 
presume they have taken seven-tenths 
of that. 

Q.—You do not know what dealings 
have taken place in the Land Com- 
panv itself since the origina] arrange- 
ment, and what alterations have taken 
piece in the stock holdings there? A. 
—No. 

Q.—That vou are not conversant 
with? A.—Nothine at ell with it. 
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Q.—You wanted to make a state- 
ment with respect to your non-parti- 
cipation in some other transactions 
which have been discovered here and 
it is proper that you should be given 
an opportunity of saying what you 
want to about them? A.—Well, I 
simply want to make this statement 
to put myself right before the public 
with regard to this transaction which 
we have been examining now. My 
relations with it of course, have been 
absolutely in a strict sense the re- 
lations that any business man would 
carry on; and as regards the timber 
deal, I just want to say that I have 
had absolutely nothing to do with 
that in any way, shape or form; ex- 
cept what I have gained from 
the papers during the examination 
that has been going on here. 


Q.—I do not think that anything 
that has taken place in the commis- 
sion has warranted the impression 
that you were connected in any way 
with that? A.—Only in the public 
press; that the public are liable to 
misconstrue, from having my name 
associated with the situation. - 


MR. SHEPLEY: Unless somebody 
else wishes to ask Mr. Lefurgey some 
questions, I think that is all I desire 
to ask. 


MR. HELLMUTH: We have noth- 


ing to ask. 


MR. SHEPLEY: Your Honors are 
aware, from the discussion that has 
taken place elsewhere, of the difficulty 
IT am in with regard to proceeding 
further at the moment; and I have 
also told Your Honors in connection 
with Mr. Nesbitt’s attendance here, 
that I learned last night of his being 
unable to be here; and while I could 
go on with some matters, yet I would 
rather not, because I feel that Mr. 
Foster is interested in them, and Mr. 
Nesbitt wants to be here, of course, 
when anything further with regard 
to Mr. Foster is taken up. 


MR. FOSTER: As far as I am 
concerned I am quite willing to go into 
the box now and make a statement 
with regard to the Great West Land 
Company transaction from beginning 
to end. 


MR. SHEPLEY: I would not ac- 
cede to that, in view of what the ar- 
rangement was that I made with Mr. 
Nesbitt. 

MR. FOSTER: I wish also to say 
that I do not think I ought to be 
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kept any longer under this condition 
of things, with one side of the case 
going out to the public, prosecuted 
by the prosecutor, taken in the rear 
by others, and the public forming a 
judgment upon a one-sided view of 
the case. From the 5dth of last 
month I have been under subpoena. 
From the time Court opened here I 
have been in attendance. All my 
own business has gone, and I wish to 
be heard just as soon as I can possib- 
ly. be heard, and I do not want too 
much cruelty thrown in the way of 
it. 

MR. SHEPLEY: I can only dis- 
claim any intention of being cruel to 
anybody, and I disclaim the position 
of prosecutor. JI am not a prosecutor. 


JUDGE MacTAVISH: We will do 
the best we can, Mr. Foster, to see 
that no injustice is done to any per- 
son, but we must proceed in order. 
Then you are not ready with anything 
further this afternoon? 


MR. SHEPLEY: No. Your Honor 
quite understands the position about 
the bank books, 


JUDGE MacTAVISH: 
stand the position. 


MR. SHEPLEY: TI understand 
there has been no opportunity of 
looking at the books of the Bank of 
Nova Scotia as yet, and I understand 
that Mr. Masten, the counsel for the 
bank, desires to be hear about that 
in the morning. 


JUDGE MacTAVISH: Yes, and he 
is otherwise engaged this afternoon. 


MR. SHEPLEY: TI hope we are 
getting towards the end of this en- 
quiry. I ask to adjourn till to-mor- 
row morning. 


JUDGE MacTAVISH: Yes, we will 
adjourn now till to-morrow morning. 
I hope Mr. Foster will not consider 
that it is not absolutely necessary in 
the interests of the investigation that 
we should adjourn now. The public, 
from the statement Mr. Foster has 
made, will no doubt consider, as they 
should in every case, that there are 
two sides to every question. 


IT under- 


(The Commission adjourned from 
Monday, Ist October, at 4 p.m., to 
Tuesday, 2nd October, at 10.30 a.m.) 
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INDEPENDENT ORDER OF FOR- 
ESTERS (continued): 

MR. SHEPLEY: We are now pre- 
pared to discuss the question of the 
relevance of the inquiry into the 
books of the Bank of Nova Scotia. 
My learned friend, Mr. Masten, is 
here, and I dare say will present 
the matter from his standpoint. 

MR. MASTEN: The position, your 
Honors, is this; I understand that 
the subpcena has been served upon 
the Assistant Manager of the Bank 
of Nova Scotia, asking him to ‘“‘pro- 
duce all papers, books, letters and 
documents, whether originals or 
copies, in your possession or control, 
or in the possession or control of the 
Bank of Nova Scotia, containing any 
entries or memoranda in any way re- 
lating to any account or accounts of 
George W. Fowler, M.P., either in- 
dividually or in trust, or alone or 
with others, including all correspon- 
dence, powers of attorney, cheques, 
drafts, deposit slips and other papers 
in any way connected therewith.”’ 
Mr. Fowler is not in town, and we 
are not able to communicate with him 
so as to know whether there is any 
arrangement possible by which he 
would concur in this and under these 
circumstances the Bank of Nova 
Scotia have no alternative but to pro- 
ceed in their submission to your 
Honors upon what they are advised 
is the strict legal position of ‘the 
matter. Now, in looking at the 
Order in Council under which your 
Honors jurisdiction is derived to con- 
duct this inquiry, I find the only 
clause which appears to have any bear- 
ing—if there are others no doubt my 
learned friend will point them out— 
the only clause in the Ordér in Coun- 
cil which gives them power in this 
direction at all is clause B, ‘‘to in- 
quire into the operations of the vari- 
ous companies chartered by the Par- 
liament of Canada or by Province 
licensed.’? (Reads clause.) Now, the 
investigation being into the transac- 
ting of life insurance in Canada and 
the investment of funds, I under- 
stand the position to be that your 
Honors are now engaged in the in- 
vestigation of the investment of the 
funds of the Independent Order of 
Foresters and other allied questions. 
Of course other allied questions, under 
the well known rule of interpreta- 
tion, apply, ejusdem generis, to the 
investment of funds. I speak sub- 
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ject to correction in regard to the 
facts, because not having been con- 
cerned in any way in this inquiry, 
my knowledge is derived from the 
casual reading which one gets from 
the no doubt very accurate reports 
which appear from time to time in 
the Press. I have not had the oppor- 
tunity of reading the formal report 
made by the stenographers. It has 
transpired before your Honors that 
the Union Trust Company was in a 
measure and in some sense a subsidi- 


* ary branch of the Order of Foresters, 


or has been so treated, for the invest- 
ment of its funds, and the affairs of 
the Union Trust Company have been 
investigated to some degree and to 
some extent, so far as they appeared 
to your Honors to affect the funds of 
the Foresters. Now then after that 
I understand there is a third distinct 
and separate entity, the Foresters be- 
ing one corporation, the Union Trust 
Company, a second or subsidiary cor- 
poration, that there is a third cor- 
poration, supposed to be known by 
the name of the Kamloops company, 
just what its relation to the Union 
Trust Company may have been I am 
not fully advised, and have not had 
an opportunity of knowing, but in 
any «case, speaking generally and 
broadly, in some measure and to some 
extent, the Kamloops Company may 
have received financial assistance from 
the Union Trust Company. It may 
be a debtor to the Union Trust Com- 
pany, or may have been at one time 
a debtor. Then there is an_ inde- 
pendent company, as I understand it, 
known as the Okanagan Company, 
formed not with the monevs of the 
Foresters, not with the money of the 
Union Trust Company, not with the 
money of the Kamloops Company, but 
formed with the money of indepen- 
dent incorporators who incorporated 
that company. They boucht certain 
limits. Having bought those limits 
they subsequently sold them at a 
price to the Kamloops Company, and 
the Okanagan Company then author- 
ised Mr. Fowler to receive the pur- 
chase price of those limits, and it is 
suggested that having received the 
purchase price it was deposited in 
the Bank of Nova Scotia, and I un- 
derstand the suggestion is that it did 
not all go to the members of the 
Okanagan Company, Now, of course, 
if the members of the Okanagan Com- 
pany were to sue Fowler, or _ the 
Okanagan Company were to sue him, 
alleging that he had not accounted as 
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their agent for all the money he had 
received, the books of the Bank are 
naturally opened to such an inquiry 
and .being subpoenaed they would be 
bound to produce them in the ordin- 
ary Courts; but how the inquiry which 
your Honors are conducting into the 
affairs of the Independent Order of 
Foresters touches the question of 
whether Mr. Fowler had fully account- 
ed to his associates in the 
Okanagan Company for 
all monies received by him in connec- 
tion with the sale of limits to the 
Kamloops Company, is something 
that is altogether beyond the mark, 
it seems to me. This has nothing to 
do with the affairs of the Indepen- 
dent Order of Foresters. Supposing 
Mr. Fowler has accounted for every- 
thing, then there is nothing to be 
found. Supposing he has not  ac- 
counted for everything, what is that 
to the Foresters, under any possible 
circumstances, unless it be a matter 
of curiosity to the public, or it is de- 
sired to know everything about all 
affairs, even remotely arising out of 
the affairs of any of these concerns. 
It surely has nothing to do with the 
substance of the matter. Could the 
Foresters claim any money from the 
Okanagan Comnany? Could  thev 
claim any money from Fowler? 
Surely there is no_ privity be- 
tween them. There is no _ right 
that they could possibly assert. 
Their contentions cannot possibly 
be affected by any of these 
transactions, and therefore it has 
seemed to me that the only position 
which the Bank of Nova Scotia can 
properly take is that this matter, be- 
ing outside the inquiry, that these 
books are not open to inspection, and 
IT respectfully submit to the Commis- 
sion that position, that these books 
are therefore not open to be called 
for by them, are not open to inquiry 
upon this investigation. I do not 
know that by ejiaborating the matter 
IT could possibly say anything further. 
It comes down to the neat point that 
the inquiry is confined, and your Hon- 
ors’ jurisdiction to inquire is con- 
fined to the investigation of the af- 
fairs of the Independent Order of 
Foresters. This is not an affair of 
the Independent Order of Foresters, 
directly or indirectly, has no bearing 
or effect upon that corporation, is a 
matter entirely res inter alios acta, 
and something therefore that is not 
before this inquiry, and in respect of 
which there is no jurisdiction to look 
into these books. Your Honors will 
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understand. of course, that in tak- 
ing this position, the attitude of the 
Bank is simply to justify itself with 
its customer Mr. Fowler, and that 
there is no disrespect to this inquiry 
nor any desire in any way to prevent 
any investigation of any proper mat- 
ter, but solely that that is the posi- 
tion they are advised upon the best 
consideration that counsel have been 
able to give them—that that is the 
power of the Commission, and that 
their duty is to take the position I 
am now seeking to take for them. 
MR. SHEPLEY: I do not know 
that the case which we have heard so | 
far has ever been presented better 
than my learned friend has presented 
it. My learned friend maintains that 
beautiful theory of separate entities 
in its integrity, of course; ‘he is 
bound to, in order to make the 
point. The truth of the matter is 
that when you get below the shell 
that covers it all, that money belong- 
ing to the Independent Order of For- 
esters has been entrusted to _ the 
hands of a creature of the Foresters, 
substantially a creature of the For- 
esters, the Union Trust Company, 
and by the Union Trust Company 
those funds have found their way into 
the various channels; amongst vari- 
ous things they have found their way 
into the hands of the Kamloops Lum- 
ber Company; amongst other things 
they have found their way into the 
hands of the Okanagan Lumber Com- 
pany; amongst other channels they 
have found their way into the hands 
of Mr. Fowler, and amongst other 
channels, having gone into Mr. Fow- 
ler’s hands, they have gone into the 
hands of the Bank of Nova Scotia. 
It was laid down early in this inquiry 
that every copper of money belong- 
ing to the Foresters would be follow- 
ed, so far as it conld be followed, no 
matter into what channel it went, for 
the purpose, your Honors declared, 
that we might find out whether any 
of it had been wasted on the way. 
That inquiry is an inquiry which we 
are still persisting in. That inquiry 
is germane to the subject of the docu- — 
ments in the hands of the Bank of 
Nova Scotia, and unless we abandon 
the principle which underlies the in- 
quiry and has been underlying it 
from the beginning, we must proceed 
with the examination of these books. 
JUDGE MacTAVISH: We repeat 
the ruling we have made on several 
previous occasions, not because we 
have so ruled before, but because we 
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still think we are right.’ The books 
and document, in the possession of 
those banks must be placed at the ser- 
vice of the Commission. If necessary 
we are prepared to make a direction 
in a forma] way to give effect to this 
decision. 


JOHN M. McWHINNEY: Sworn, 
Examined by Mr. SHEPLEY: 

Q.—You are an officia! of the Union 
Trust Company? <A.—I am. 

Q.—What position do you occupy? 
A.—I am at present acting as Man- 
ager. 

Q.—How long have you been with 
the Union Trust Company? A.— 
Since 1902. 

Q.—<And you are familiar with its 
books of record and documents? A. 
—To some extent. 

Q.—And you have the custody, the 
physical custody of them? A.—I 
have. 

Q.—You have been served with a 
subpoena? A.—yYes. 

Q.—The first matter mentioned in 
the subpoena is the investment ledger 
ee the Union Trust Company? A.— 

es. 

Q.—You kaow that book” A--I 
have it here. 

Q.—And you produce it upon your 
subpoena? A.—Yes. 

Q.—Then the next matter men- 
tioned is a map or plan showing the 
lands in which the Union Trust Com- 
pany either is or has been interested 
in Manitoba or the North West Ter- 
ritoriesP A.—yYes. 

Q.—You have brought that map? 
A.—Yes. 

Q.—You produce that also? <A.— 
Ves) 

Q.—Then are there any _ papers, 
agreements, vouchers or  correspon- 
dence relating to the sum of $835,000 
odd, which Mr. Stevenson referred to 
the other day as having been put in- 
to lands in the North West Territor- 
ies? A.—There are some. 

Q.—Are you in custody of those? A. 
—I am. , 

Q.—Will you produce those? <A.—I 
will. 

Q.—Then there is an account of 
share and bond investments? Are 
you aware of that account? A.— 
Well, I hardly know what you mean. 

Q.—A single account, the account 
being the account of share and bond 
investment. Do you recognize it by 
that name? A.—TI do not. 

Q.—You have been told by Mr. 
Cross what it is I am referring to? A. 
—yYes, I understand you want a 
statement of the account 
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Q.—A list of all those investments? 


“ A.—~Yes, 


Q.—There are, of course, papers in 
connection with these investments, or 
in connection with some of them? A. 
—I think there are. 


Q.—And those you are also in cus- 
tody of P A.—Yes. 


Q.—And you will produce those to 
us also? A.—Yes. 


Q.—Then will you be good enough 
to take a memorandum of certain 
shareholders’ minutes that I would 
like you to give us access to and let 
us have a copy. November Ist, 1902 
wetanegs are shareholders’ minutes? <A. 
327 es: 


Q.—I want a copy of ihe minute re- 
lating to the increase in the Stan- 
dard Bank loan. Give me the minute 
as to the agreement with sharehold- 
ers of the same date, and of the 
same date give me the minute with 
respect to the remuneration of direc- 
tors. That is all the lst November, 
1902. Then on the 38rd November 
give me the minute relating to the 
approving of the agreement with the 
shareholders. Then turn to your 
minutes of the 23rd February, 1903, 
and give me the minute as to the re- 
muneration of directors there, and 
the minute with regard to the 
agreement with shareholders, and the 
minute with regard to the further 
loan from the Traders Bank. Then 
take the minutes of the 3rd January, 
1904. Give me the minute relating to 
the Inspection Committee, and _ the 
minute relating to the increase in the 
number of directors. On the 28rd 
February of the same year, 1904, the 
minute relating to the call of 50 per 
cent. capital North West Lands and 
the by-law in the same minute relat- 
ing to that and the minute of the same 
date relating to Mr. Matthew Wilson. 
Then turn to the 28th February, 
1905, give me the by-law and _ tbe 
minute with regard to delegating 
powers to the Executive Committee 
of the 13th December, 1905, give me 
the minute relating to the agreement 
with the Great West Land Company. 
Then there was a special meeting 26th 
December, 1905, and there was a by- 
law, No. 34, with respect to the in- 
crease of the capital stock. I want 
that and any other reference in the 
Minutes to that subject. You will let 
me have all those? A.—I will, as 
soon as possible. 

Q.—And if you are a little pressed 
for time, you will perhaps let us make 
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the copies ourselves? A.—TI think I 
ean let you have them. 

Q.—Can you give me them before 
6 o’clock to-night? A.—Oh, I will 


try. 

WR. SHEPLEY: Now, your Hon- 
ors, I think it proper I should per- 
sonally attend with the accountant at 
the office of the Bank in the course of 
looking at the books that we have 
been discussing, and I have to request 
your Honors now to adjourn till two 
o’clock by which time I hope to be 
ready to proceed. Your Honors were 
aware of the effort we made yester- 
day so that we might have avoided 
this, although we took a great deal of 
time over it we were not able to ar- 
range it. 

JUDGE MacTAVISH: We will ad- 
journ now till two o’clock. 
(The Commission then 

till 2 p.m.) 


adjourned 


The Commission resumed at % p.m. 
October 2nd, 1906. 


MR. SHEPLEY: I desire to say to 
the Board that I think it will be much 
more useful and in the interests of 
the inquiry that the Board should 
permit me to spend the afternoon at 
the bank rather than spending it 
here. I have been busy there since 
the Board rose this morning and 
have still more work to do, but by the 
time the Board meets to-morrow, if 
your Honors are so good as to adjourn 
till then, I shall be ready to go on to 
completion of that subject. 

JUDGE MacTAVISH: Yes. 

MR. HELLMUTH: I have not any 
objection whatever to offer to that. 
My learned friend, of course, knows 
his own work better than anybody else, 
and if the further investigation there 
will save time eventually I would not 
suggest any other course., 

JUDGE MacTAVISH: I have no 
doubt it will. We will adjourn until 
to-morrow morning at half past ten. 

The Commission accordingly ad- 
journed at 2.05 Tuesday, October 2nd, 
to 10.30 a. m. Wednesday, October 
3rd, 1906. 


SEVENTY-NINTH DAY. 
MORNING SESSION. 
Toronto, Wednesday, Oct. 3, 1906. 


INDEPENDENT ORDER OF FOR- 
ESTERS (Continued): 


MR. RYAN: May it please your 
Honors. I have been waiting here 
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dav after day at the request of Mr. 
Shepley, until yesterday, expecting 
that I would be called upon to give 
a statement of my connection with 
this affair, and as I purpose leaving 
the city and the Province for a little 
while to-morrow, I would crave your 
indulgence to be permitted to make 
a statement of my connection with 
this affair from beginning to end. I 
will try to be as brief as possible; 
and in justice to me, since my name 
has been handed about, Jetters to 
Ryan, and letters about Ryan, etc., 
T desire just to clear the atmosphere 
and show wherein I have beer con- 
nected with the affair, and be judged 
by the people who listen to me and 
hear what I have to say. I would 
thank you very much if you would 
permit me. 


MR. SHEPLEY: How long would 
it take to make the statement? 


MR. RYAN: I would be very brief. 


MR. SHEPLEY: What do you mean 
by that? 

MR. RYAN: Ten minutes: I won’t 
occupy ten minutes. 


JUDGE MacTAVISH: I thought 
you said that you had stated all you 
knew about it when you gave your 
evidence before? 


MR. RYAN: I want to lead up to 
where I was and give my statement, 
if you will permit me. 


MR. SHEPLEY: My suggestion is 
that if Mr. Ryan will be as brief as 
he says, ten minutes, and will ad- 
dress the Board from the witness box, 
that he be permitted to do so. 


JUDGE MacTAVISH: Yes, in the 
way of evidence. 


PETER RYAN, recalled, said :— 

In the first place, permit me to 
thank your Honors for the privilege 
you have accorded me of setting my- 
self right, if I possibly can. in the 
estimation of my fellow citizens and 
this Commission. My first connection 
with this business was, a few years 
ago I was induced to put in $15,000 
in an industrial enterprise in British 
Columbia, which was said to be suf- 
ficient. Like many others, it led on 
from $15,000 until I was out some- 
where in the neighborhood of $200,- 
000. In addition to that another share- 
holder invested $50,000, and we bor- 
rowed an additional $45,000 from the 
Bank of Hamilton, in all representing 
a very respectable sum. I was not 
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receiving any interest and certainly 
I was receiving no principal. I felt 
that my capital there was being im- 
perilled, and I expressed a wish to 
have this property sold, and made 
that generally known. Mr. LeVesconte 
secured for me a customer, and I was 
glad to get a customer, although I 
was selling the property remarkably 
cheap. I do plead that I did. not 
give due consideration, perhaps, to 
the importance of changing the con- 
sideration from $170,000 to $225,000. 
I never stipulated that I should re- 
ceive a portion of that; it was never 
understood so--and it is not understood 
so now. I was doing business with 
Mr. Fowler, and Mr. Fowler asked 
mre to make a transfer to the Union 
Trust Company, which I did. I knew 
not of their arrangements. I was not 
one of their high priests or Levites. 
I was not even a worshipper in their 


Temple. I knew nothing about their 


business. I made the transfer, as 
cases are done in hundreds of instan- 
ces, never giving the thing due con- 
sideration, and looking upon it as an 
ordinary occurrence. I have no apol- 
ogy to offer for it. I admit the ethics 
were not exalted, but men in business 
do not always consider these things, 
and when you consider that I was very 
heavily involved, and that I was very 
anxious for the sake of my creditors 
and all concerned to get rid of the 
propert~- however valuable it was to 
large capitalists and those who were 
on the ground, it presented no attrac- 
tion to me. The arrangements were 
made and the arrangements were car- 
ried out in good faith so far as I was 
concerned, but instead of getting a 
monument erected to me by my col- 
leagues for the sale, they sued me in 
British Columbia for an accounting 
at the rate of $225,000, which, it is 
very true, I received, but of which 
a portion had been handed back to 
Mr. Fowler as we arranged, and my 
associates in British Columbia were 
allowed and paid—vor rather the ac- 
count was taken, at the full amount 
of money I received. I kept none 
of the price of the land, as the Scrip- 
ture says, back from them. They 
knew all. I gave them a fair account, 
a fair deal and a fair divide. There 
was no attempt on my part whatever 
to misrepresent the price at which I 
sold this property, for do not forget, 
Messrs. Commissioners, that I was do- 
ing business, not alone for myself as 
a shareholder in the company, but I 
was doing business for four other bene- 
ficiaries, and I kept nothing back. I 
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regret very much that my name has 
been bandied up and down about let- 
ters to Ryan, this ,that and the other ; 
I care nothing what letters are pro- 
duced. The sum and substance of my 
defence is that I made out a transfer 
at $225,000 instead of $175,000, which 
is done time and again without men 
considering that they are doing any- 
thing wrong. I have nothing to screen 
myself. There is no evidence that 
can be produced that I care about, 
and in consequence of the statements 
having been made and the shaking in 
my face by Mr. Shepley—who, I am 
sure, did it unwittingly—as though 
there was something kept back by me 
with regard to my testimony in Bri- 
tish Columbia which I made in open 
Court under oath. The testimony in 
British Columbia was the truth, just 
as the testimony I am giving now is 
the truth. My testimony was not 
contradicted in British Columbia. No 
man dared go into the box, although 
they had a room full of their whelps 
ready to take and swear against me, 
if they could, but they had no proof 
against me, and I have simply to say 
this, that I have given this Commis- 
sion the truth of the statement, and 
I do not think it is nice to shake in 
my face in this city where I live, and 
where I occupy a public position, just 
as though there was something.in my 
testimony that had better, for my own 
character, not be made public. If 
Mr. Shepley has anything in my testi- 
mony that does not reflect to my cre- 
dit, or which he thinks is discredit- 
able in my evidence, I will be glad 
if he will tell me. I know he is an 
honorable gentleman, distinguished in 
private life as well as in public life, 
and of very high character, and I am 
sure he would not wittingly de me an 
injustice, and if he has anything in 
my British Columbia testimony this 
is the place to produce it. where I 
can hear and where I can speak for 
myself. 

MR. SHEPLEY: Is that allP A. 
—That is all. I have not occupied 
the time—I just took six minutes. 


CHESLEY SCHURMAN: Sworn. 
Examined by 

MR. SHEPLEY: Q.—yYou are an 
official of the Bank of Nova Scotia? 
A.—Yes, sir. | 

Q.—What is your position there? 
A.—Assistant manager. 

Q.—In the Toronto branch? A.— 
Yes. 
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Q.—You have in your branch an ac- 
sa for Mr. G. W. Fowler? A.— 

es. 

Q.—And this, I think, you are able 
to tell us is an exact copy of the 
account, save that the daily balances 
are only brought down with certain 
credits? A.—Yes. 

Q.—In the ledger itself the daily 
balances are brought down every day? 
A.—Yes. 

Q.—The account seems to have open- 
ed on the 4th of November, 1903, with 
a deposit of $15,000. You are perhaps 
familiar enough with the account to 
remember that? A.—Yes. 

Q.—And by the 9th of February, 
1904, that deposit had all been chequed 
out except $17.30? A. I believe that 
is correct. I filled in the balances. 

Q.—By the 9th February it was all 
gone except a balance of $17.30? A. 
—Yes. 

Q.—And on that day, the 9th of 
February, a deposit of $12,000 was 
made? A.—Yes. 

Q.—I want to see whether you are 
able to identify a cheque I have here 
with that deposit. I have here a 
cheque of Peter Ryan’s of the 9th Feb- 
ruary, 1904, on the Bank of Montreal, 
payable to George W. Fowler or order 
for $12,000. Can you tell from the en- 
dorsement whether that cheque consti- 
tuted the deposit we have just referred 
to? A.—I presume it does. It bears 
our endorsement stamp of that date. 

Q.—Is there any doubt about it? A. 
—I do not think there is. 


Q.—It bears your’ endorsement 
stamp of that date and is endorsed by 
Mr. Fowler? <A.—Yes. 

MR. SHEPLEY: Your Honors of 
course are bearing in mind thé sig- 
nificance of that cheque. 

Q.—Well then, Mr. Schurman, that 
money, with the exception of $431.70, 
which included the old balance of 
$17.30, was all chequed out before the 
date of the next deposit, which was 
on the 21st March? <A.—Yes. 

Q.—That is right? A.—Yes. 

Q.—Now, I would ask you to follow 
me through these cheques on the 9th 
February; cheque No. 305,168 was 
drawn for $350? A.—Yes. 

Q.—That was charged up against 
the account? A.—Yes. 

Q.—On the same day a cheque, No. 
305,166, was drawn for $614.60? A. 
—Yes. 

Q.—Then after that for some little 
distance appear certain names on the 
debit side of the account. What do 
those mean? A.—Well, I presume 
they mean the parties to whom the 
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cheques were payable. In some cases 


there are no numbers on the cheque 


and we put in the name. 

Q.—You put in the name instead of 
the number? A.—Yes. 

Q.—That is not common in the 
account, I think? A.—No. 

Q.—Just at that point let me ask 
you whether or not it is possible to 
tell from your records whether these 
cheques have come to you through the 
clearing house where you have no re- 
cord of the payees? A.—Well, by 
reference to our clearing slips we could 
find that out—the amounts that corre- 
spond. 


Q.—Then by following those into 
the other bank which acquired them, 
the identity of the cheque may be 
discovered? A.—Yes, another» bank 
can locate them. 


_ Q.—The other bank, if it preserved 
its clearing slips, will have just the 
same material you have? A.—Yes. 
Well they would only have copies. 
Of course the original slip comes to 
Seat 
Q.—And I think you have given me 
the results of your clearing slips in 
respect of this account? A.—Yes. 


Q.—So that that may be followed 
into the other bank that you have de- 
signated to me? A.—Yes. 


Q.—Then the cheques that went 
out during that month seem to be 
as follows; after the two that are not 
named but are only numbered, on 
the 11th February, cheque to Ryrie 
for $375, on the same day a cheque 
to Fairweather for $150. on the 12th 
a cheque to Irwin for $1,000; a che- 
que to McCormack for $1,000, and a 
cheque that is marked cooperage for 
$600—do you know what that cooper- 
age means in Mr. Fowler’s business? 
Do you know anything about his 
business so that you can tell me? A. 
—I could not positively identify that. 


Q.—The next cheque is Mr. Foster 
$2,500. Through which bank have 
you ascertained that came? A.— 
Through the Bank of Montreal. 

Q.—Then the next cheque is on the 
13th to Townsend for $100; then on 
the 18th cash $2,000—what does that 
mean, in all proabbility, because of 
course you do not remember the 
transaction? A.—I did not look in- 
to that cheque at all. It might have 
been for a transfer or for a draft, or 
he might have taken the cash over 
the counter. 
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Q.—He might have taken the cash 
over the counter, or might have 
bought a draft or made a transfer. 
You are aware of his having another 
bank account? A.—Yes. 

Q.—He had an account in the Sus- 
sex branch of your bank? A.—yYes. 

Q.—And he and Mr. Pope had a 
joint account in your bank also? A. 
—Yes. . 

Q.—Then the next is .ne 20th, Mr. 
Borden, $100. The next is the 29th, 
number 89,705, $1,500 and then the 
7th March, $109,052. _ Wpg.—TI sup- 
pose that stands for Winnipeg? A. 
—Yes. 

Q.—$100P A.—Yes. 

Q.—And then on the 16th March, 
McNabb, $200. Now we have got to 
the balance. Taking down to Mc- 
Nabb $200, it leaves a balance in the 
bank of $431.70? A.—Yes, including 
the previous balance. 

Q.—Then I ask you to take the de- 
posits first of the llth May. There 
is a deposit of $11,000. I see here a 
cheque which I show you of Peter 
Ryan’s on the Bank of Montreal, 
dated llth May, 1904, payable to 
George W. Fowler or order for $11,- 
000, and I see ‘‘Bank of Nova Scotia, 
Toronto, May 11th, 1904’’ is stamped 
on the back of it. Now you identify 
that cheque as constituting that de- 
‘posit? A.—Well apparently that is 
SO...” 
Q.—Is there any doubt about it? 
A.—Well I do not think there is. 
Our second teller received the de- 
posit. 

Q.—Do you think there is any 
doubt about it? A.—No I do not. 

Q.—Then I see that some of the 
cheques which were drawn upon the 
account within a short time after 
that deposit are marked with the 
names of payees, and some are not? 
A.—Yes. 

Q.—You see that W. H. Smith is 
paid $475 apparently? A.—Yes. 

Q.—And Irwin $5,000? A.—Yes. 

Q.—Then there is another cheque 
to W. H. Smith for $150—you see 
that? A.—Yes—that might have 
come out of a later deposit. 

Q.—At all events you are furnish- 
ing us with the information which 
enables: us to trace these various 
cheques into the other banks, so as to 
ascertain the payees? A.—Yes. 

Q.—Then on the 11th June you see 
a deposit of $10,000. There is an in- 
tervening deposit, but I am_ just 
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dealing with particular deposits. You 
see a deposit of $10,000? A.—Yes. 

Q.—And your ledger itself shows a 
name? A.—Ryan. 


Q.—Then if I show you a cheque 
of that date from Ryan to Fowler 
with your teller’s stamp upon it, you 
will probably be able to tell me wheth- 
er that identifies it at allP A.—De- 
posited June 11th? 


Q.—Yes, that is the date of this de- 
posit? A.—Yes. 

Q.—Now that is only a cheque for 
$5,000? A.—Yes. 

Q.—Does the word ‘‘Ryan” in that 
line indicate that the whole $10,000 
consisted of Ryan cheques? A.—Well 
it might not. 

Q.—You have no means of telling 
whether the other $5,000 was a 
‘‘Ryan”’ cheque or not? A.—No. 

Q.—Then the next one I call your 
attention to is a deposit of $20,000 
on the 4th of July. You see that? 
A.—Yes. 

Q.—$20,000 on the 4th July? A.— 
Yes. 

Q.—Now, I show you another che- 
que of a somewhat different class. I 
show you a cheque of the 4th July, 
1904 made by the Union Trust Com- 
pany, signed by John I. Davidson, 
Director, and by Mr. Foster, as Man- 
ager, payable to the Order of the 
Bank of Nova Scotia, for deposit to 
the credit of George W. Fowler, M. 
P., $20,000 re Kamloops Lumber 
Company, on purchase of Okanagan 
Property? A.—Yes. 

Q.—You see that . cheque? A.— 
Yes. 

Q.—And you see your _ teller’s 
stamp of the corresponding date 
there? A.—He also writes on _ it 
“Credit the account of George W. 
Fowler.’’ 

_Q.—That is written on it by the 
teller? A.—Yes. 

Q.—Does that to your mind satis- 
factorily identify this credit of $20,- 
000 on the 4th July with this cheque? 
A.—Yes. 

Q.—Then the next deposit that I 
ask you about is on the 19th July, 
and it is a deposit of $2,000. You 
observe that? A.—Yes. 

Q.—Now, I will leave that just for 
a moment and come to the next de- 
posit. You see on the 2nd August a 
deposit of $19,936.50? A.—Yes. 

Q.—I show you a cheque for $40,000, 
dated the Ist August; this is the 


2528 ROYAL COMMISSION ON 


79th day, October 3, 1906. 


cheque of the Kamloops Lumber Com- 
pany, on the Standard Bank, payable 
to George W. Fowler, for $40,000, re 
purchase Okanagan Property. You 
see that? A.—Yes. 

Q.—And that bears your teller’s 
stamp of the 2nd August, does it not? 
A.—Yes. 

Q.—That is the cheque for $40,000, 
and the deposit is $19,936.50? A.— 
Yes. 

Q.—Did you ascertain for me yes- 
terday what became of the balance of 
that $40,000 cheque? A.—Well, by 
referring to our books, I find that we 
transferred the $20,000 for Mr. Fow- 
ler to the Bank of Montreal at Ver- 
non. 

Q.—On that day? A. Yes. 

Q.—And that, with the exchange, 
made the difference between $19,- 
936.50 and the $40,000? A.—Yes. 

Q.—Then I pass over three cheques 
to which I shall come back in a 
moment, and I come to the deposit on 
the lst November. You see a deposit 
there of $40,000? A.—Yes. 

Q.—And I show you the cheque of 
the Kamloops Lumber Company, of the 
same date, payable to your bank, for 
deposit to Mr. Fowler’s credit, on 
account purchase Okanagan Lumber 
Company, $40,000, and your teller’s 
stamp of the Ist November is on the 
back of that. A.—Yes. 

Q.—That identifies that 
therefore? A.—Yes. 

Q.—Then on the 22nd November I 
see a credit for $20,000? A.—Yes. 

Q.—You observe that in here? A. 
—Yes. 

Q.—Similarly I show you a cheque 
of the 21st November, 1904, payable 
to your bank, for credit to Mr. Fow- 
ler, the cheque being the cheque of the 
Kamloops Lumber Company, for $20,- 
000 with your teller’s stamp? A.— 
Yes. 

Q.—You identify that? A.—Yes. 

Q.—Then the next one I ask you 
about is a credit on the Ist February, 
1905, $57,855.48. A.—Yes. 

Q.—I show you a cheque of that 
date, Ist February, payable to your 
bank to the credit of Mr. Fowler, the 
cheque being that of the Kamloops 
Lumber Company, for $57,855.48, with 
your teller’s stamp again upon it? A. 
-24y 6s, 

Q.—That identifies that? A.—Yes. 

Q.—Now, I go back and take an- 
other class of cheques. We will, per- 
haps, hurry a little through this, be- 
cause it is formal, of course. On the 
llth of August there is a credit of 
$20,000; on the 8th September a credit 


credit, 


6 EDWARD VII., A. 1906 


Ind. Order of Foresters. 
(Chesley Schurman, Ex’d.) 


for $10,000, and on the 28th Septem- 
ber a credit for $12,000, making in all 
$42,000? A.—Yes. 

Sree see those credits there? A. 
—Yes. 


Q.—I show you three cheques, 
August 11th, September 8th and Sep- 
tember 27th, all of the Kamloops Lum- 
ber Company, two payable to Mr. 
Fowler, one to your’ bank per his 
credit, two of which are marked 
“account payment on account of logs 
cut and delivered,’’ and the other just 
simply says ‘‘re payment Okanagan 
Lumber Company.’’ You see those 
cheques and you see your teller’s stamp 
upon themP A.—Yes. 


Q.—Those are the three credits in 
respect of the payments for the logs. 
What is the state of this account now, 
the Fowler account? A.—A small bal- 
ance, a balance of $27.44. 

Q.—That is all there is left in the 
account? A.—Yes. 

Q.—And it has not been apparently 
an active account for some months? 
A.—No. (Statement Exhibit 545.) 

Q.—Then the account of Rufus H. 
Pope, M.P., and George W. Fowler, 
M.P., commenced by a credit on the 
Be September, 1903, of $20,000? A. 
—Yes. 

Q.—And there have only been five 
credits since in the account, there are 
only five credits in the account down — 
to the end of that year? A.—Yes. 

Q.—Five further credits? A.—Yes. 

Q.—One credit for $4,105.82; one a 
credit for $12,000; the next for 
$8,000; the next for $40,707.73, and 
the last on the 27th November is 
marked ‘‘Tel. trans, Sussex $1000.’’ 
What does that mean? A.— _ Tele- 
graphic Transfer from the Sussex. 
branch of the Bank of Nova Scotia 
to put this amount to the credit of 
these men. 

Q.—Then in 1904 there only appears 
to have been one credit, $23,577.12, on 
ea 6th June. You observe that? A. 
—Yes. 

Q.—In 1905 there appears to have 
been four deposits, the first being 
$16,886.79 on the 8th June; the second 
$15,000, 17th June; the third $10,000 
on the 23rd June. You observe those? 
A.—Yes. 

Q.—Then on the 7th July a credit 
of $19,000, and then one this: year on 
the 22nd February, $5,000. Now, that 
is all the money that has gone to that 
accountP A.—Yes. 

Q.—Then how much of that has been 
chequed out? A.—All but $21.86. 

Q.—Or is it $31? -A.—$381.86. 
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Q.—And that has not been an active 
account since last March? A.—No. 


Q.—Then in the debits to that 
account appear certain names or indi- 
cations of names. On the 8th Septem- 
ber, opposite a debit of $14,000, 
appears McK. & M. Do you see that? 
A.—Yes, R 

Q.—Do you know to whom that re- 
fers? A.—I presume it would be Mac- 
kenzie and Mann, but I am not posi- 
itive. 

Q.—Perhaps you are _ sufficiently 
familiar with the account to speak 
‘with almost a certainty about that? 
A.—Well, I am not. 

Q.—Then the next indication of a 
name is on the 10th Sep'tember, 
“Clair”? $1,000; do you see that? A. 
—Yes. , 

Sree you know who Clair is? A. 
a oO. a 

Q.—Then on the 23rd September, 
_ still 1903, Lefurgey $2,000, and on the 
24th Parlee $200. Do you know who 
Parlee is? A.—No. 


Q.—30th September $1,000 debit, 
without any indication what it was 
for, or any number of the cheque? 
A.—No. 


Q.—On the Ist October there is a 
debit of $14,000 which is marked 
Ottawa. What would that indicate? 
A.—That is presumably a transfer to 
Ottawa. 


Q.—To your branch there or to some 
other bank how would ‘that beP A. 
—Well I could not say I do not think 
they had an account at the Ottawa 
branch, 

Q.—Then the next is the 18th Octo- 
ber, Ottawa, $4,000 and $2,000 and 
$500 on the 19th; would 'that all be 
under the head ‘‘Ottawa’’ or just the 
first one? A.—No I think not. 

Q.—And the other two are identified 
only by the numbers of the cheques? 
A.—Yes. 

Q.—Then the 23rd October, R.H.P. 
$1,501.33. Do you know who R. H. P. 
is? A.—I't is undoubtedly Rufus H. 
Pope. 

Q.—Then you have six transfers to 
Ottawa? A.—Yes. 

Q.—Then you have Bennett $2,000 
on the 19th November; Peuchen 
$2,000, and on the 20th November 
Clair $1,000. That was intended to be 
erased there? A.—Yes. 

Q.—On the 5th December, 1903, you 
have $6,001.85, passing on a voucher 
numbered 221,083? A.—Yes. 

Q.—After that 'the drawings are not 
identified with any names at allP A. 
—No. 
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Q.—And the state of the account is, 
as you have told us, a balance of 
$31.86? A.—yYes. 

Q.—You have been good enough to 
furnish us, as far as we have gone 
through the account, with the infor- 
mation which will enable us to ‘trace 
the cheques that came through the 


clearing house into the other banks? 


A.—Yes. 
(Statement Exhibit 546.) 


GEORGE E. FOSTER recalled. Ex- 
amined by 

MR. SHEPLEY: Q.—You are al- 
ready upon oath, Mr. Foster. Had 
you ever any connection with the In- 
dependent Order of Foresters—any 
fraternal connection? A.—I believe 
by the grace of the Supreme Chief 
Ranger I was made an honorary mem- 
ber once, in the twinkling of an eye. 

Q.—An honorary member in the 
twinkling of an eye, when the trumpet 
was sounded? A.—Well, I did not 
hear the trumpet, but I am conscious 
of that transaction. 

Q.—I thought there was always a 
trumpet sounded? A.—Not being in 
their secrets I cannot tell, but if you 
would like to know I will try and find 
out, Mr. Shepley. 


Q.—Had you any insurance certifi- 
cate in force? A.—Oh no. I may 
say I had no connection, never had, 
and have not at the present time. 

Q.—Except of the formal kind you 
have spoken of? A.—Yes, an honor- 
‘ary member. 

Q.—Then from the time of the or- 
ganization of the Union Trust Com- 
pany you were General Manager as 
you told us the other day? A.—Yes. 

Q.—Down to a recent period? A. 
—Yes, about May, 1906. 


Q.—And you were upon the Board, 
of course? A.—Yes, a director. 


Q.—You have heard,’ perhaps, the 
account that was given by Mr. Steven- 
son of the origin and organization of 
the Kamloops Lumber Company? A- 
—Yes. 

Q.—Do you substantially agree with 
what he has said with regard to that? 
A.—I think in all important parti- 
culars my memory would bear out his 
testimony. 

Q.—Do you remember then who the 
—I will call them promoters for want 
of a better name—who the people were 
who were then interested or proposing 
to become interested? A.—In the 
Kamloops Lumber Company ? 
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Q.—Yes? A.—Well, the names of 
those who were seeking to become in- 
terested, and who afterwards did be- 
come interested—for all that were 
seeking, as I understand did be- 
come interested—were McCormack, 
Fowler, Irwin, for what we may call 
the outside interest, and the Kamloops 
Lumber Company for the inside in- 
terests, with certain directors to re- 
present their interest in the company 
which was to be formed. 


Q.—Then it was intended, was it 
not, from the beginning, that all the 
money in connection with the matter 
should come from the Union Trust 
Company? A.—I think that is so, 
that up to a certain extent at least, 
although as Mr. Stevenson said, there 
was no idea at the time of entering 
into it that so large an amount of 
money as was afterwards found neces- 
sary was to go into it, but it was to 
be financed through the hands of the 
Union Trust Company loaning to the 
Kamloops Company and to the out- 
side interests. 


Q.—The Kamloops Company was to 
have its stock held as the original 
arrangement or contemplation, 51 per 
cent. by the Union Trust Company, 
and 49 per cent. by the three men 
you have named? A.—A controlling 
interest, I think that was it; after- 
wards, in order to make my testimony 
thoroughly correct, Mr. Irwin, though 
interested at first, dropped out. 


Q.—And then there was a— A.— 
A reorganization of the interests held. 


» Q.—A re-adjustment of the inter- 
ests, and do you remember the inter- 
est that was left outstanding? A.— 
I think it was as Mr. Stevenson stated. 

Q.—That is what? A.—I could not 
say without looking at the testimony. 
I know that the Union Trust Company, 
or the Kamloops interest held by the 
Union Trust was increased and the 
other diminished, I think by the 
amount of Mr. Irwin’s share, but I 
may say with reference to this, that 
though I have a general knowledge 
of the form and of the negotiations 
for the purchase of the different pro- 
perties, that afterwards the manage- 
ment of it or the supervision of it 
was handed over to Mr. Stevenson, 
and I gave less attention to the de- 
tails. ; 

Q.—Did you become aware of the 
proportions in which, as between them- 
selves, McCormack and Fowler were 
to be interested after the dropping 
out of Irwin? A.—As detailed in the 
documents themselves; from memory 
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I could not tell you what their in- 
terests were as between each other. 


Q.—You could not tell what their 
interests were? A.—No, and I am 
not sure whether the documents—yes, 
I think the documents do show the 
number of shares that would be held 
by McCormack and by Fowler. 

Q.—You perhaps remember in a 
general way that speaking roundly, 
Fowler’s interests were to be twice 
as much as that of Mr. McCormack’s? 
A.—Yes, I think so, or somewhere 
near that. 


Q.—And why was that? A.—I do 
not know why. 


Q.—Do you know of any persons 
who had any interest in Fowler’s 
ostensible share? A.—I do not. 


Q.—You do not know of any? A. 
—No. 

Q.—Are you speaking with certainty 
with regard to that? A.—I am speak- 
ing with certainty. 

Q.—You yourself had none? A.— 
Not the least. ey 

Q.—There was never any writing 
or documents between yourself tand 
Fowler upon the subject of an inter- 
est in that property? A.—Yes, later, 
after the deal was all through, Fow- 
ler in a writing gave me an option 
on a part of his share which I had 
to exercise when I could. The option 
I think ran over a period of years, 
and if I called that option within a 
certain time I was to have the pri- 
vileze of buying a certain number 
of shares at par, plus all interest and 
expenses that had been incurred up 
to the time of my taking up the 
option. 

Q.—Then will you let us see that 
writing? A.—I think I have it in 
my possession. 

Q.—Have you it here? A.—I have 
not it here, but I know it exists. I 
have it in my possession. 

Q.—You will bring it here and show 
it to us? A.—Certainly, I have no 
objection at all. 

Q.—Then that was intended, was 
it not, to give you an interest in the 
capital stock of the Kamloops Com- 
pany, a personal interest in which 
was not disclosed, which was not in 
fact disclosed—I am not saying any- 
thing as to whether it should be? A. 
—No. 

Q.—In fact you did not disclose it? 
A.—I did not disclose it. The date 
of that document I do not remember, 
but it was some time after the trans- 
action was closed that it was— 
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. Q.—And have you ever, until to- 
day, disclosed the fact of your hav- 
ing that interest to anybody? A.— 
Yes I have. 


Q.—May I ask how long ago? A. 
—Oh I do not think very long ago to 
Mr. Stevenson. 

Q.—You did tell) Mr. Stevenson 
about it? A.—Yes. 

Q.—Recently? A.—Well, maybe 6 
months ago; maybe 8 months ago. 


Q.—Do you remember what the oc- 
casion was of your telling him? A. 
—The occasion on which I told Mr. 
Stevenson that was when ‘we were 
talking over matters in connection 
with, I think, the British Columbia 
Developments of some kind or other. 
Mr. Stevenson and I had a conversa- 
tion with reference to the negotiations, 
the prices and that sort of thing, and 
after the conversation was over I 
told Mr. Stevenson of that outstand- 
ing option. 

Q.—Will you tell me a little more 
about that—it is rather vague about 
the subject matter of your discus- 
sion? A.—Well, I think that covers 
it as near as I can. 

Q.—Was there dissatisfaction on the 
part of any of the members of the 
board of the Union Trust Company 
with the condition of things in re- 
spect of this company and in respect 
of Mr. Fowler? A.—I was not on 
the board—that calls to my mind—I 
was not on the board since I men- 
tioned it to Mr. Stevenson; so that 
it would be since my going off: the 
board, although I have a recollection 
more or less distinct of having on a 
former occasion talked with Mr. 
Stevenson with reference to the pur- 
chase of shares in the Okanagan Com- 
pany. That I think was some time 
ago. That is not very distinct how- 
ever. 

Q.—Just directing your attention 
again to the subject matter of dis- 
cussion, was there dissatisfaction at 
the time of that discussion with the 
condition of things in respect of this 
company? A.—In what way do you 
mean? 

Q.—In any way? A.—Oh well, I 
understood that Mr. Stevenson at that 
time had an impression received from 
the west that a larger price had been 
paid than had actually gone into the 
hands of the owners of the property 
from whom it had been purchased. 

Q.—What I want to get at is this; 
was there at that time a disposition 
to put a spur upon Mr. Fowler at 
all?’ A.—Not that ‘I' know of. 
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Q.—You do not know anything of 
that kind? A.—No, I had nothing to 
do with that. 

Q.—I am not suggesting that at 
that time you had, but I am trying 
to get the course of the discussion, 
did you mention it first to him or 
did he suggest it to you? A.—Are 
you talking of the opinion that I had 
on itP 

Q.—Yes? A.—TI suggested it first 
to him, and I think I mentioned to 
him at the same time that if the mat- 
ter came up before the Commission, 
and I was called upon to give evi- 
dence, that I proposed to give that in 
my evidence. 

Q.—Then we will return now to the 
organization of the Kamloops Lum- 
ber Company. It was of course in 
contemplation to acquire certain pro- 
perty? A.—Yes. 

Q.—You were the managing direc- 
tor of the Union Trust Company, 
which was taking control of the pro- 
posed organization? A.—That is the 
Union Trust Company was taking 
control? 

Q Yes? 
manager. 

Q.—I want you to tell us, if you 
can remember, what means you took 
of ascertaining the value of the pro- 
perty which you were to buy? A.— 
The means that I took, if you desig- 
nate it that way, was to carry out 
the instructions which were given by 
the board, arrived at after a full dis- 
cussion of the matter before the 
board, and what was done was this; 
the limits at that time under con- 
templation for purchase were defined. 
I think we had the maps obtained 
from the people themselves or from 


A.—Yes, and I was its 


‘the Department at Ottawa, and the 


board decided to send out two gen- 
tlemen to make a thorough examina- 
tion of the limits, and to report as 
to the quality of the limits, and, if 
TI remember right, as to the reason- 
ableness of the price. I think these 
gentlemen were sent or were comm1s- 
sioned to go in the autumn, and that 
their examination and report took up 
some two or three months, and the 
board acted upon the report given 
them by these two gentlemen. 
Q.—Who were the two gentlemen? 
A.—As I remember, Mr. Irwin and 
Mr. McCormack, both of them prac- 
tical lumbermen. : 
Q.—And both of them partners in 
the transaction? A.—And_ both of 
them interested in the transaction. 
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Q.—Contemplated to be partners in 
the transaction? A.—Yes they might, 
therefore, be expected to be careful 
that they bought and received value 
for what they purchased. 

Q.—And of course, you had a right 
to expect honest dealing from them? 
A.—Oh, we did, and I know nothing 
to the contrary up to the present 
time. Mr. Irwin is a man whom I 
have always been taught to regard 
as a very straight man and a very 
high authority on lumber. Mr. Mc- 
Cormack I have knuwn for years as 
a practical lumberman and I would 
have bought on those two gentlemen’s 
report. Of course, I was not a prac- 
tical lumberman and I do not think 
we had one on our board. 

Q.—And, I suppose, Mr. Fowler 
was as practical at that as he seems 
to have been at other things? A.— 
I am not expressing any opinion with 
reference to Mr. Fowler. 

Q.—Do you think he was a practi- 
cal lumberman? A.—I don’t know. 
I think he knows a great deal about 
lumber, he has had considerable ex- 
perience in it. 

Q.—Had you any information—I do 
not want to put it as suggesting that 
it was a fact, I want to find out what 
you knew about it—did you think 
that Irwin, although nominally he 
had dropped out of the partnership, 
was in reality still interested in it? 
A.—I did not. 

Q.—Under cover of anybody else? 
A.—I did not. I supposed when Mr. 
Irwin dropped out, that he dropped 
out. 

Q.—You thought that was a real 
dropping out? A.—And don’t know 
until this moment that he did not, 
and I want to say here—it may be 
useful as part of the evidence—that 
Mr. Irwin did not drop out of that 
transaction for any but one reason, 
so far as he disclosed it to me, and 
we had many conversations about it. 
He did not drop out because he 
thought it was not going to be a pro- 
fitable thing. He rather blamed him- 
self for dropping out for another rea- 
son which a good many people might 
call an insufficient or mulish one. He 
did not drop out because he had not 
confidence in the company. What 
he told me was that he made it a 
principle not to join in notes and 
he was perfectly prepared to put up 
his share in cash to the amount of 
$60,000 or $80.000, but he would not 
violate his rule, as he gave me to 
understand, of signing notes. He was 
able to finance his portion and wished 
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to do it and he deplored the fact that 
he was missing a good thing by ad- 
hering to that principle. 

Q. —That is in a little more detail, 
an elaboration of what Mr. Steven- 
ae ue told us with regard to that? 

iY 68, 


Q.—What I have not been able 
quite to understand is, with his de- 
sire to remain in and his willingness 
to put up his share in cash, why he 
was let go because he would not take 
credit? A.—I think Mr. Stevenson 
explained that. What the Union 
Trust Company or Kamloops Company 
insisted upon was that we should have 
a joint and several note, so that we 
should have the responsibility of each 
one for all, and that was what we 
understood Mr. Irwin had agreed to, 
and certain signatures that he made 
led us to believe that that was so, but 
when it came to one particular point 
in the negotiations, that was the final 
point, he then stated his objection 
to signing any notes and he went out 
on that consideration and on that 
alone, so far as I know. 

Q.—Why was not his cash taken and 
the joint note of the other two? A. 
—Well, that probably was following 
out what the other directors had 
agreed upon. 

“Q.—That is that there should be 
no cash in it? A.—No, not that there 
should be no cash in it. 

Q.— Except the Union Trust Com- 
pany’s cash? A.—But that there 
should be the joint and several lia- 
bility and they did not propose that 
that should be altered. 

Q.—That does not appeal to me ex- 
actly as you put it. You would have 
the joint and several liability from 
all who did not put up the cash and 
the cash of those who did not sign? 
A.—But we would not have the joint 
and several liability of three men. 

Q.—Do you say Mr. Irwin was the 
most responsible of the three? A.— 
I would not like to be invidious in 
that. I know the directors thought 
Mr. Irwin was a very responsible man, 
but that was the opinion of the di- 
rectors. 

Q.—That they would rather have a 
joint and several note without cash 
from the three, than have cash from 
the one and a joint and several note 
from the other two? $A.—Yes that 
was the conclusion they came to, and 
Irwin went out on that. 

Q.—You speak of the opinion of the 
directors. I suppose you concurred 
in it? ‘A. did, ves. 
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Q.—You were taking your part in 
the negotiations, and an active part? 
A.—I never intend from the beginning 
of this to the last to try to get out 
of any responsibility of mine as a di- 
rector, whether I was absent or pre- 


sent, agreed or did not agree. If I, 


stayed in,and the policy was carried 
out I am responsible for it. 

Q.—Perhaps you will go a little 
further. You were, yourself, a man 
who formed your own views upon 
questions of policy and expressed them 
freely? A.—Yes. 

Q.—And you are a man of strong 
convictions and were able to impress 
your views very frequently upon di- 
rectors, some of whom do not seem to 
have been very careful or attentive? 
A.—I don’t think that applies to our 
directors. 

Q.—You do not negative the first 
part of the question? A.—Oh well, 
I would not like to interfere with 
what seems to be your judgment on 
that. 

Q.—I have no judgment upon it; I 
am asking you? A.—I often find 
myself up against people whom I can- 
not influence. I have to form my 
judgment from what sources of know- 
ledge I have; they may be faulty often 
or may not. 

Q.—And no doubt quite properly it 
was part of your duty to form policies 
to be submitted to your brother di- 
rectors? A.—Yes. 

Q.—In your position as Managing 
ar ectOps A.—Yes, naturally would 
be. 

Q.—Then did you agree in the pol- 
icy that you have spoken of with re- 
spect to excluding Irwin? A.—Well, 
would you call it excluding Irwin? I 
would rather not put it that way. 

Q.—He was excluded because he 
wanted to put up cash instead of sign- 
ing a joint and several note? A.—I 

agreed to the policy which the Board 
formed, of insisting upon joint and 
several responsibility. 

Q.—Was that your policy accepted 
by the Board or was it the policy of 
someone else forced upon you by the 
Board? A.—Oh, I cannot at this 
distance of time say who was the chief 
proposer or the chief one who pressed 
that policy, but I quite know that 
the Board concurred in that policy. 
I will tell you one thing with refer- 
ence to all transactions of the Board. 
I might just as well say it now as 
later. Some time I intended to say 
it. There were two principles that 
the Board acted upon in their work; 
one was a rule seldom violated, that 
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in any considerable investment it 
would not be made, after canvass and 
discussion, if there was any one or 
two directors who strongly objected 
to it. It was felt that there were 
plenty of investments that could be 
had, and that we had better in the 
end, after discussion and _presenta- 
tion of our ideas, take those invest- 
ments upon which all were agreed or 
upon which, in the end, all agreed to 


-agree. There was another invariable 


rule, and that is this; that the out- 
side directors, representing but a very 
small interest in the company, whilst 
giving their best work that they 
could, in counsel and policy, presen- 
tation of their ideas and the like of 
that, never in a single instance in- 
sisted on an investment which had 
not the co-operation and the assent 
of the Foresters’ portion of the di- 
rectors. That may serve to elucidate 
some things in the course of the tes- 
timony that will be given. I think 
Sir John Boyd mentioned that in his 
testimony. I am not sure. 


Q.—Then what was the reason for 
adopting the policy of going into this 
transaction, the Kamloops Lumber 
Company, and _ purchasing this pro- 
perty? A.—The policy as a whole? 

Q.—What was the reason for it? 
A.—For going into it? 

Q.—Yes? A.—Weil, the reason was 
to undertake an investment which 
promised to be profitable, and to make 
money out of it for the company. 


Q.—That was the object. Had you 
in your Board any discussion as to 
the wisdom or otherwise of a trust 
company carrying on a manufacturing 
business? A.—Oh, I think we did 
discuss that, yes. We certainly dis- 
cussed the feasibility of going into 
the operation. 

Q.—Was there anybody to criticize 
it from the standpoint of prudence? 
A.—-I don’t remember that any objec- 
tion was made to it other than in in- 
cidental discussion and I cannot now 
remember whether that point was 
raised even in incidental discussion, 
but I know this that the Board was 
a unit upon the transaction as it was 
ultimately put through. 

Q.—So far as you can recollect there 
was no warning from any member of 
the Board as to the imprudence of 
that sort of thing with trust funds? 
A.—Not that I remember—if you call 
it imprudent—but not that I remem- 
ber was there any opposition to the 
transaction being undertaken. 


2534 ROYAL COMMISSION ON 


79th day, October 3, 1906. 


Q.—I am not using the word op- 
position; I used the word warning? 
A.—Well, I have given you all the 
answer that I possibly can, Mr. Shep- 
ley. I don’t think there was. 


Q.—That is all you can say with 
regard to it? A.—Yes. 

Q.—You are, perhaps, familiar 
enough with business affairs to say 
whether trustees and executors would 
be permitted by the law to do that 
sort of thing? A.—We had our legal 
advisers upon the Board and so far 
as my legal conscience is concerned, I 
gave it up to those. 

Q.—Your legal conscience was in 
the keeping of Matthew Wilson and 
Jokn A. McGillivray? A.—I did not 
say that, Mr. Shepley. 

Q.—Had you any other legal ad- 
visers on the Board? A.—I think 
Mr. Stevenson is probably as good a 
lawyer as either of the other two, 
not being invidious with regard to 
any of them. 

Q.—He was the standing counsel 
for the Foresters? A.—He was. Mr. 
McGillivray was also a lawyer. We 
had an overplus of lawyers. 

Q.—And Mr. Wilson was the soli- 
citor for the Union Trust Company? 
A.—He was. 

Q.—And can you say whether or 
not that point of view was ever pre- 
sented to you, say by Mr. Stevenson 
for consideration, or Mr. Wilson or 
Mr. McGillivray? A.—I don’t re- 
member that it was. Afterwards, 
when the time for re-arrangement 
came, Mr. Stevenson then raised and 
pressed that point very strongly, as 
appears in his evidence. 

Q.—That was being wise after the 
event? A.—Well, many of us are 
that way. 

Q.—We are interested, however, Mr. 
Foster, in being quite clear about 
that, whether this great trust com- 
pany, with its vast accumulation of 
trust funds in hand, ever considered 
and weighed the policy of going into 
trade with those trust moneys? That 
we are wholly much interested in 
knowing? A.—They certainly weigh- 
ed and considered the policy and 
made the decision which is shown in 
the proceedings. 

Q.—I know they made the decision, 
but I am speaking about weighing it? 
A.—Well, I must say that they have 
weighed it. We had meeting after 
meeting with reference to it. 

Q.—Did it ever present itself to 
your mind? Yow can speak for your- 
self? A.—As far as I am concerned 
I can speak for myself, and I drew, 
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as I drew here before, a distinction 
between the two classes of money that 
we had for investment and I took it 
and I kept it as my idea that the 
money which came into the Union 
Trust Company as a subscription to 
stock, the capital of the company, was 
under its own management, under the 
powers of investment that it had by 
its Charter, and I think through and 
through they were looked at in that 
light. The money that the Foresters 
gave us for investment on the guar- 
antee principle was money that was 
to be invested according to the invest- 
ment powers of the Foresters them- 
selves. We always kept that distinc- 
tion in view. 

Q.—You were aware, of course, Mr. 
Foster, if you had reflegted—if you 
did not reflect upon the subject that 
is another thing—but you would have 
been aware if you had reflected for 
a moment that the capital funds you 
had on hand were handed to you as 
an investment by trustees ‘of those 
funds? A.—I knew exactly where 
ne money came from to buy the capi- 
a 

Q.—You knew that? A.—Yes. 

Q.—That it was trust funds put in. 
to your capital stock as representing 
an investment of those funds? A.— 
It was the funds of the Foresters un- 
doubtedly. 

Q.—And trust funds? A.—Well, 
you may call them trust funds. 

Q.—Will you call them trust funds? 
A.—Well, in a way I think they are. 

Q.—Do they cease to be trust funds 
because invested in the capital stock 
of the Union Trust Company? A.— 
You are going, now, into a discussion 
which I do not see will amount to 
very much. You have one opinion 
and maybe I have another. 

Q.—It is your opinion that is of 
value to us, not mine? A.—I think 
I have stated to you about my view 
with reference to that, and it was the 
view which was practically acted up- 
on by the Board. I may say that if 
trust funds were in the hands of the 
Foresters and they had before them 
certain classes of investments in which 
to put them, they had their choice 
and they had to take their responsi- 
bility. When they made their invest- 
ment in the capital stock, say of a 
bank or of any other company, then 
the money passed out from their hands 
and became the property of a differ- 
ent entity entirely, to be disposed of 
and managed according to the pow- 
ers that that entity had. Now those 
are briefly my views. 
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Q.—That is what you have told us 
the other day? A.—And I think I 
can scarcely go beyond that. 

Q.—I still wish, without desiring 
at all to press you unduly, whether in 
your own mind you felt your trust 
company untrammelled by the exist- 
ence of the original trust? A.—Well, 
the only answer that I can give to 
that is in effect what I gave you be- 
fore, that I considered when those 
moneys came and were transferred in- 
to stock and the investment went in 
the shape of stock into the hands of 
the original trustees, they had their 
investment and were responfible for 
it, but that we, as directors of the 
Union Trust Company or any other 
trust company had the right to in- 
vest those funds, our capital stock, ac- 
cording to the powers that a trust 
company had. 

Q.—And without regard to the fact 
that the moneys in their inception 
were impressed with a trust? Please 
if you -will, answer me that, because 
that throws at once a light upon the 
policy of the Union Trust Company, 
a light that we are entitled to have, 
as the Board has ruled? A.—wWell, 
as far as I am concerned that is about 
what I thought. 

Q.—Then you entrusted Mr. Mc- 
Cormack and Mr. Irwin with the ex- 
amination of and the reporting upon 
the proposition as a profitable one 
from a business standpoint? Awe 
Yes, the Board did and I carried out 
their instructions and was responsible 
as one of the Board for those instruc- 
tions. 


Q.—We have been told, I suppose 
with accuracy, that Mr. Fowler was 
entrusted with the negotiations for 
purchasing? A.—Well, that appears 
on the document. Whatever the 
documents say—they speak for them- 
selves— 

Q.—You do not dissent from that? 
A.—Well, my general idea of it is— 
I have not refreshed my memory par- 
ticularly—I am speaking from a pretty 
good knowledge of what took place— 
that Mr. Fowler procured an option 
on those properties from Mr. Ryan 
and transferred that option to the 
Union Trust Company or the Kamloops 
Company, whichever it was. 

Q.—He was procuring that option 
in pursuance of the negotiations be- 
tween you? A.—Absolutely so. 

Q.—Then will you accept this ques- 
tion as a fair one? He was really 
the agent for himself, McCormack, Ir- 
win and the Union Trust Company 
in pursuing those negotiations? A.— 
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I am, not able to give you an answer 
on the question of agency. That is 
a legal question. 

Q.—Then would you or not think 
that in the course of those negotia- 
tions he would be entitled to make a 
personal profit for himself? A.—That 
question never arose in my mind. 

Q.—Now that I put it to you what 
would be your answer to itP A.— 
Well, that is a hypothetical question 
and I don’t think that I can express 
an opinion upon that, or should ex- 
press an opinion on it. 

Q.—You do not feel like expressing 
an opinion as to whether or not, if 
you entrust me with certain negotia- 
tions on your behalf I am entitled to 
make a personal profit unknown to 
your A.—I think I would call you 
to account pretty sharply for every- 
thing you did, that is all I can say. 

Q.—I think that substantially an- 
swers my question. Then, when did 
you first become aware of what we 
have heard here from Mr. Ryan and 
Mr. LeVesconte as to there being this 
double option? One the real option 
and the other the one to be foisted 
upon Mr. Fowler’s associatesP A.— 
I first became acquainted with it when 
I heard the testimony given here and 
I have no recollection of knowing it 
beforehand, although I have a dim 
recollection that someone, probably 
Mr. Stevenson, gave me to understand 
that from what he had heard there 
was a large difference between the 
price which we paid and the price 
which actually went into Ryan’s 
hands, Ryan standing for the Vendor 
of the property. 


Q.—You were, of course, aware that 
you were paying $225,000? A.—Per- 
fectly. 

Q.—And you were not aware, you 
say, that any portion of that was be- 
ing rebated? #A.—No, way, shape 
i) form, Mr. Shepley. I had no other 
idea. 

Q.—And you say that you did not 
become aware of that until what you 
have heard in the course of this in- 
quiry? A.—yYes, that is as to the 
two options so to speak, or the two 
prices. Of course you understand 
that before that there had been news- 
paper information from the British 
Columbia trial and while I was on 
my holidays, in my newspaper I saw 
an excerpt from the proceedings at 
that trial, a short one, and that is 
all that I know about it. 

Q.—That, of course, was before the 
Foresters were touched in this in- 
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quiry, but since this Insurance In- 
quiry began? A.—TI don’t know the 
date of the trial. I know I read the 
excerpt from the testimony in the 
summer. 


Q.—And when you saw it, it came 
to you as a piece of news? <A.—It 
did, absolutely. 


Q.—A surprise. There was no in- 
dependent inquiry as to the propriety 
of paying the larger price. I mean 
when I say independent, you did not 
take the opinion as to the merits of 
the proposition, of any person except 
those who were interested? A.—We 
simply sent our examiners, took their 
report, canvassed their report, which 
was favorable as to the worth of the 
limits, and favorable as to the rea- 
sonableness of the price, and we paid 
it. 

Q.—Their examinations—- A.— 
Their examinations were favorable. 


Q.—Their examinations being the © 


examinations of people who were in- 
terested in having you take up and 
finance the proposition? A.—Very 
well. 

Q.—That is right, is it not? A.— 
That is right, yes. 

Q.—Then, Mr. Foster, it is proper 
that you should have the earliest pos- 
sible opportunity of saying what you 
have to say with regard to the pay- 
ment to yourself—an apparent pay- 
ment to yourself, out of this very 
money? A.—I do not know yet, Mr. 
Shepley, that I have been paid any- 
thing out of this very money. 

Q.—The Bank of Nova Scotia had 
an account with George W. Fowler? 
A.—Yes. I know that. 

Q.—$12,000, being the first payment 
by Ryan to Fowler in respect of this 
rebate, has been traced into that ac- 
count. You are aware of that? A. 
—yYes, I know that. 

Q.—And that $12,000 seems, with 
the exception of a small portion, to 
have been paid out to certain per- 
sons? A.—I know nothing about 
that except what I heard this morn- 
ing. 

Q.—Among others your name ap- 
pears for $2,500? A.—$2,500. 

Q.—Now, I ask you to make any 
explanation or statement you think 
proper about that? A.—I am very 
glad to make a statement with refer- 
ence to that. I think I had better 
preface it by another statement, if 
you will allow me, first. That in so 
far as any interest, actual or pros- 
pective, in any of the properties 
bought by the Kamloops Lumber Com- 
pany is concerned, I had absolutely no 


6 EDWARD VIIL., A. 1906 


Ind. Order of Foresters, 
(George HE. Foster, Ex’d.) 


interest at all.— Consequently there 
was no inducement for me to buy 
those properties because I was buying 
a part of what belonged to myself. In 


_the second place I wish to say this, 


that the prices that were paid and 
agreed to be paid for those several 
properties were, so far as I knew, the 
actual prices that went into the hands 
of the people who sold them, and that 
no inducement was ever offered to me 
by any person in the shape of shar- 
ing in the commission to induce me 
as one of the directors to favor those 
purchases, and that I never received. 
one dollar of commission, good, bad 
or indifferent, with reference to those 
properties. Now, I cannot make that 
statement, Mr. Shepley, any stronger 
than I have made it. 


Q.—No, you cannot make the state- 
ment any stronger? A.—Now, you 
ask me for an explanation, having 
found out that a cheque of $2,500 ap- 
pears to have been given to. me by 
Mr. Fowler? 


Q.—Out of this very fund? A.— 
Yes, if there was nothing in that de- 
posit except the moneys that came— 

Q.—There was $17.80 besides that 
$12,000 and no more? A.—Well, if 
that deposit was made up entirely of 
what we will call, the Ryan money, 
then I have nothing to say against 
your statement that that came out 
of that money. 

Q.—Then, I ask you, accepting that 
statement as now proved, to make 
whatever observation it occurs to you 
to make? A.—Now, I will make the 
explanation which I think you are 
entitled to and which the Commission 
is entitled to. Unfortunately I am 
not a lawyer and equally unfortunate- 
ly I have been in politics for a long 
number of years. I am, therefore, 
not rich. JI have had my own share 
of financial burdens and I have had 
some difficulty in bearing up those 
financial burdens from the time that 
IT left the Ministry, and even before 
it, up to the present time. It has 
not been a pleasant road for me to 
travel, but I have travelled it. About 
the year 1904, and 1905, I had large 
obligations which had been incurred 
long‘before but which came to a head 
and had to be met. Those obligations 
were on account of ventures, trans- 
actions, businesses, into which I had 
gone. I was unable to meet those 
out of my own funds and I had to 
call upon a number of my friends to 
assist me. I do not imagine the Board 
wishes me to name the friends upon 
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whom I called and who did assist me. 
I am able to say to you, sir, that at 
the present time I have discharged 
my obligations to them. Amongst 
others whom I called upon, was Mr. 
Fowler, with whom I had had trans- 
actions for upwards of twenty years, 
backwards and forwards, and I did 
receive money from Mr. Fowler, this 
$2,500 included, on account of and in 
connection with those payments that 
I had to make and certain transac- 
tions between Mr. Fowler and myself 
in connection with properties which 
had nothing at all to do with the For- 
esters, with the Union Trust, with the 
Kamloops Company or with any other 
company which has been named in 
this investigation. Now, that $2,500 
and some other moneys that I received 
from him—for I received more than 
$2,500—and Mr. Shepley, you could 
have had all this information ten days 
ago, if you had put me in the box and 
asked me for it. I do not want you 
to think that this explanation is com- 
ing— 

Q.—Ten days ago your counsel was 
arguing that I could not ask any of 
these questions. 

MR. NESBITT: No, excuse me, I 
protest most absolutely against any 
such suggestion. 

MR. SHEPLEY: Perhaps longer 
than ten days ago. 

MR. NESBITT: No, not ten days 
ago nor ten months ago, Mr. Foster’s 
counsel has not suggested and does 
not suggest that so far as any ques- 
tion relating to Mr. Foster personally 
you could not have any explanation 
you desired, but I said you had no 
right to go into the books of these 
subsidiary companies and to deal with 
their affairs any more than you would 
have the right in the case of any other 
large companies who are holders of 
stocks in banks—because you have 
company after company who are hold- 
ers of shares in banks—to go into all 
the transactions of those banks with 
their customers, whether they are lend- 
ing in New York and all the rest of 
it—I have protested against that and 
now protest on the same lines; but 
as to shielding Mr. Foster or attempt- 
ing to shield him, I ask Mr. Shepley 
to say, with that fairness which has 


always characterized his conduct, so _ 


far as I am concerned, that I said to 
him, several days ago, that I wanted 
to put Mr. Foster on the stand and 
that he was ready to answer anything 
relating to himself. You can bear 
me out, Mr. Shepley, in that. If you 
mistook the nature of my objection, 
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that is not my fault, nor is it yours, 
perhaps. 

MR. SHEPLEY: My learned friend 
is partly right and partly wrong. No 
doubt I am partly wrong, as well as 
partly right. My observation was 
directed to this of course, and I think 
your Honors will have understood me, 
that objection was made to my follow- 
ing the affairs of the trust company 
at all, and this is an affair of the 
Trust Company, it is not an affair 
of the Foresters, except in the indi- 
rect sense. I was referring to that 
objection, and I say at once that my 
learned friend has not desired, since 
that avenue was opened to me, to 
withhold information. 

MR. NESBITT: I do not think I 
have altered my attitude from the 
start. I may be wrong. 

MR. SHEPLEY: We were dealing 
with that payment, Mr. Foster, of 
$2,500. You tell me there were other 
payments as well? A.—Yes. 

Q.—You will, perhaps, be able to 
tell me the amounts of the other pay- 
ments and approximately, their dates? 
A.—I cannot tell you exactly the 
amounts but I can say this, that the 
amount of money I have _ received 
from Mr. Fowler in this way does 
not exceed $7,500 and is more than 
$5,000. It is to the best of my judg- 
ment within those figures. Now, I 
had not finished my explanation, if 
you will allow me. 

Q.—I did not intend to interrupt 
you, Mr. Foster? A.—These amounts 
that I received from Mr. Fowler in 
this way were not absolutely advances 
out of pure accommodation. Now, 
you see what I mean? 

Q.—No, I do not quite understand 
what you mean? <A.—Don’t you? 
Well, what I mean is this; that they 
were not simply advances made to 
me out of pure accommodation. I 
will explain that as I go along. Mr. 
Fowler and I, together with others, 
were in another transaction, a coal 
mining property, in which Mr. Fow- 
ler had guaranteed to me a certain 
interest. This arose before Kamloops 
was begun or, so far as I know, 


- thought of. Mr. Fowler supposed 


that he had that interest secured for 
me in a certain way, but when I came 
to demand it I found out that it had 
probably gone to another party, but 
that he himself would see that I got 
it; that he had certain interests and 
that if I did not get it from the party 
from whom he expected it to be got 
that he would hold himself responsible 
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for it. Now that interest in my es- 
timation is worth as much, if not more 
than the amount of money which Mr. 
Fowler advanced to me. ‘The trans- 
action, to come down to short words, 
is this in part, or is this in the whole, 
that I got advances from Mr. Fowler 
and that they were a set off against 
the interests which he was bound to 
deliver to me. Partly, therefore, ac- 
commodation, and partly set off against 
a claim of my own. But once again 
let me say that it had nothing to do 
with ‘commission in any way. If it 
came in whole or in part out of moneys 
that Mr. Fowler got by way of com- 
mission, I did not know it and I do 
not think I am responsible for it. © 

Q.—Then, as I understand you now, 
it was partly voluntary or gratuitous 
and partly by way of discharging an 
obligation that these moneys were paid 
to you? A.—Partly, yes. 

Q.—Where did you get the $2,500? 
A.—Where did I get it? 

Q.—Yes? A.—I cannot remember, 
but by cheque I think, and I think, 
moreover, that I immediately endors- 
ed that cheque to the Bank of Mon- 
treal in this city and paid it there on 
an obligation which I was discharg- 
ing at that bank. 

Q.—Did you get the rest of it by 


cheque or cheques? A.—I think some ~ 


by cheque, maybe all. I cannot re- 
member, I do not remember. 

Q.—Is the Bank of Montreal your 
banker? A.—No; and, yes. 

Q.—Did the moneys that you re- 
ceived from Mr. Fowler go into the 
Bank of Montreal? A.—This amount 
did. 

Q.—That $2,500 did? A.—Yes, but 
went into the Bank of Montreal not 
as a deposit, but simply to discharge 
an obligation which was lying there. 

Q.—How did the question of the 
payment arise between you and Fow- 
ler? A.—I told you and the Com- 
mission before that I had to apply to 
some of my friends to assist me, and 
I applied to Mr. Fowler. 

Q.—You asked him for it? A.— 
IT applied to Mr. Fowler for assist- 
ance. JI had often assisted him be- 
fore and he had often assisted me. 

Q.—You applied to Mr. Fowler for 
assistance? A.—Yes. 

Q.—In respect of the obligations 
which were then resting upon you? 
A.—Yes. 

Q.—And those were obligations do 
vou say, of a business character or 
obligations arising out of your politi- 
eal career or bothP A.—What dis- 
tinction do you draw? I want to be 
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very clear about that question before 
I answer it. 

Q.—It was you who suggested the 
distinction to my mind, whether you 
intended to or not. You spoke a mo- 
ment ago of certain business ventures? 
A.—Yes. 

Q.—Which you had been engaged 
in and which had left you involved? 
A.—yYes, oh, well, I explained that 
in this way—I think I see what you 
are after. 

Q.—I am not after anything, ex- 
cept an explanationP A.—Well, I 
think I see what your question drives 
at and I will give you my answer, if 
you will allow me. I went into poli- 
tics in 1882 and I remained in active 
politics until 1896, the latter part of 
that time as a Minister of the Gov- 
ernment, and for four years there- 
after as a private member. Some- 
how or other I had not the peculiar 
kind of ability which would enable 
me to do my political work and make 
myself rich at the same time. I came 
out of politics poorer than I entezed 
it. I came out with obligations to a 
certain extent. Then I found myself 
under the necessity of doing something 
for myself and I undertook several 
ventures in business. Some of them I 
wish I had not; others I am rather 
pleased to think I did; but on limited 
finances it became difficult and it was 
only by the assistance of kind friends 
that I was able to carry them out. 
These obligations accrued, as I tell 
you, and [ had recourse to my friends, 
and amongst them was Mr. Fowler. 

Q.—Did you apply to Mr. Fowler 
for any definite sum? A.—I told Mr. 
Fowler about what my obligations were 
and what I would like to have, and 
he said he would assist me. 

Q.—How much did you tell him you 
would like to have from him? A.— 
Well, I think about the sum that I 
mentioned to you. 

Q.—About $7,000? A.—Somewhere 
between $5,000 and $7,000, I cannot 
tell you exactly. 

Q.—Don’t you keep any account? 
A.—Well, I did. 

Q.—Are you treating this as a debt 
that you owe to Mr. Fowler? A.—I 
think I explained that so that the 
Commission will absolutely understand 
it. I said that it was not simply ac- 
commodation or debt, but that it was 
part accommodation and a_ set-off 
against a claim that I have against 
him, which claim I thought would be 
quite sufficient to obliterate the 
amount that he let me have. 
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Q.—There was no mention of this 
claim when you applied to him for the 
money? A.—Oh yes, there was. There 
was mention of that claim for a year 
beforehand, and I was pressing him 
for it. 

Q.—You have spoken of applying to 
him for assistance as a friend? A.— 
Yes, so I did. 

Q. —You were not demanding money 
from him as a debt, were youP A.— 
I was asking him for assistance as a 
friend, but at the same time with the 
perfect knowledge and understanding 
that there was that as well. 

Q.—On your part? A.—On my part, 
and I think on his part. 

Q.—You do not tell me that he was 
acceding to your demand and pay- 
ing you a debt that he acknowledged 
himself to owe you? You do not want 
us to understand that, do you? A.— 
It is not exactly that. At the pre- 
sent moment if Mr. Fowler will hand 
over to me that interest I will pay 
him back the money that he advanced 
to me. 

Q.—He has not handed it over yet? 
A.—He has not. 

@.—And he does not recognize an 
obligation to hand it over to you, 
does he? A.—Oh well, I don’t know. 


Q.—He has not recognized it in any 
tangible form? A.—He has not hand- 
ed it over. 

Q.—And he has not bound himself 
in writing to hand it over? A. No. 

Q.—Then, will you be good enough 
to tell us if you think proper, what 
the interest is which you claim from 
him? A.—Well, now, Mr. Shepley, I 
do not wish to go into that, because 
the interest is an interest in which 
a good many are interested as well as 
myself. It involves interests which 
have not yet culminated in clearing 
up and I do not care to have spread 
on the pages of the newspapers or 
particulars with reference to that. I 
give you my oath that that interest 
exists, and I give you my oath as well 
that I have never taken [anything 
in the shape of commission on those 
transactions, and I think that ought 
to be sufficient. If you think it is 
not sufficient, I am willing to explain 
to the Commission and to you what 
that interest is. 

Q.—But you prefer not to say? A. 
—I prefer not to go into particulars 
with reference to it. 

Q.—That interest, whatever it is, 
has never been acknowledged in any 
tangible form by Mr. Fowler? A.— 
Oh,. Mr. Fowler acknowledges and has 
acknowledged that he is to get that 
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interest for me, that he promised to 
get it and that he holds himself to get 
it. 

Q.—In any tangible form? A.— 
Well, if you call a tangible form a 
writing, no. 

Q.—And he did not, when he gave 
you the cheque for $2,500, or any of 
the other moneys, say, ‘‘This is to be 
offset against what I owe you, the 
interest I am to get for you,’ did he? 
A.—No. 

Q.—Then, if I grasp the meaning 
correctly, what you had in mind when 
you spoke of that interest as an off- 
set, was really something rather in 
your mind than a subject of discus- 
sion between you and Fowler? A.— 
No, it had been repeatedly a subject 
of discussion between myself and Mr. 
Fowler. 4 


Q.—But not as connected with the 
payment of these moneys to you? A. 
—Even as connected with the payment 
of these moneys. I have told Mr. 
Fowler on several occasions that I con- 
sidered that that interest was quite 
equivalent to what I had received. 
from him, and he has acknowledged 
the value of the interest to me, over 
and over again. 

Q.—He has not demanded any re- 
nat of the money from youP A.— 

0 

Q.—You are not on terms to re- 
fund it, with him? A.—What do you 
mean by that P 


Q.—You did not borrow it from 
him, did you? You told me that in 
so far as it was not set-off it was a 
gratuity? A.—A gratuity? I never 
meant to tell you that. 

Q.—Did you borrow it from him? 
A.—I borrowed it from him. I took 
it from him as an advance to assist 
me and if, in the end, this interest 
that he is to get for me, is not got, 
I hold him for that and that will be 
an accounting between himself and 
myself. 

Q.—That is not pursuant to the 
terms of any arrangement between 
you and him? A.—That is under- 
stood between us. But there are no 
writings, never have been. 

Q.—You asked for the money be- 
cause you needed assistance; he gave 
you the money; you had in your mind 
the fact that there was an outstand- 
ing interest that sometime or other 
you would get, and in that way you 
thought that you had an off-set? 

MR. NESBITT: Do you think that 
is a fair way to put it, Mr. Shepley? 
I do not like to interrupt, but he has 
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said that for a year he was dunning 

him and claiming this interest and 

so on and telling him he needed money. 
MR. SHEPLEY: I heard that. 


MR. NESBITT: I think that ought 
to be put in that question, if you 
want to be fair. 

MR. SHEPLEY: But Mr. Foster at 
the same time says that he was not, 
when he got this money, demanding 
it as a discharge of an obligation. 

MR. NESBITT: He had not a 
pistol at his head. A man he had been 
dealing with for twenty years. It 
would be as if I asked you for assist- 
ance, which I think you would give 
if you had it, or vice versa. 


MR. SHEPLEY: You are not able 
to give me approximately the dates 
at which you received these moneys 
from Mr. Fowler other than the §$2,- 
500°? A.—AIl the moneys I received 
from Mr. Fowler I received in the 
years 1904 and the early part of 1905. 
I have not received anything from 
him since. 

Q.—Did you, on each occasion, ask 
for money? A.—TI asked on the first 
occasion for what help he could give 
me up to a limit such as i have stated, 
and he said he would assist me, and 
I received somewhere between $5,000 
and $7,000. 

Q.—Then, what I asked you was, 
did you ask for money on each oc- 
casion on which he gave it to you? 
A.—yYes, I think I did. 

Q.—Do you know where Mr. Fowler 
isr A.——I do not. 

Q.—You have not been in communi- 
cation with him for some days, I sup- 
pose? A.—No, I have not. 


Q.—When did you see him last? 
A.—I saw Mr. Fowler in Toronto about 
the time of the opening of the Court. 

Q.—When he was here upon sub- 
poena? §A.—When he was here be- 
fore subpoena and when he was here 
I understood—no, I have not seen him 
since he was subpoenaed. 

Q.—Did he tell you where he was 
going? A.—He told me he was go- 
ing to British Columbia. 

Q.—Nothing more definite than 
that? A.—Nothing more definite. I 
have not the least idea to-day where 
he is. 

Q.—Then will you give me such as- 
sistance as you can in tracing these 
various payments from Mr. Fowler 
to you so that we may ascertain their 
exact amount and the exact dates? 
A.—Well, with reference to the ex- 
act amounts and the exact dates’ I 
cannot tell you. 
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Q.—I ask you if you will give us 
assistance in tracing them? A.—Oh 
yes, I have no objection to doing that. 

Q.—Do you remember the size of 
any of the cheques besides the $2,- 
500° A.—No, I do not. 

Q.—And in what banks might we 
inquire, besides the Bank of Montreal? 
A.—As to where the moneys went? 

Q.—Yes? A.—Well, I cannot tell 
you that. The obligations that I 
would discharge, would be discharged, 
I think, without any moneys being 
deposited in the bank, although in 
some cases they might have been de- 
posited in the bank. 

Q.—That is, you mean to say, you 
have endorsed the cheques over to a 
creditor? A.—yYes. 

Q.—Instead of depositing them and 
sending your own cheque? A.—This 
one cheque that you speak of. the $2,- 
500, I remember that I endorsed over 
to the Bank of Montreal here in the 
city, and I have an indistinct recol- 
lection, which I think is a pretty good 
one, of endorsing a cheque over to a 
party in the city of St. John for the 
discharge of an obligation that I was 
under to him. Also one of my friends. 

Q.—At all events whatever assist- 
ance you can give us, you will? A.— 
I will, yes. 


Q.—Are you able to offer any ex- 
planation of the cheques that appear 
to have been paid out of this sum, 
$12,000, to McCormack and Irwin? 
A.—Not the least. I know nothing 
about them at all. Absolutely noth- 
ine. There is no reserve in that at 
all. 

Q.—Unexplained it would cast some 
doubt upon the good faith of ‘eir 
valuation, would it not? A.—Il have 
not thought of it in that respect. The 
first I knew of those payments was 
when you read them over this morning. 

Q.—That is the first you know of 
themP A.—Yes. 

Q.—Well, then let me follow a little 
further into the affairs of the Kam- 
loops Lumber Company. It became 
your policy—when I say your policy 
I mean the policy of the Union Trust 
Company and the shareholders of the 
Kamloops Lumber Company—to ex- 
tend and to purchase further pro- 
perties? A.—As detailed by Mr. 
Stevenson, and his detail of it show- 
ed the successive steps that were taken. 

Q.—You remember, of course, the 
Okanagan purchase? A.—Yes, I do. 

Q.—Who were relied upon for esti- 
mates and valuation in the purchas- 
ing of that property? A.—I think 
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Mr. Irwin was chiefly relied upon in 
that. Now, with reference to that 
again, I say that I have not refreshed 
my memory with references to it, but 
the documents will tell and that is 
simply my recollection. I know we 
had a report upon it. I think Mr. 
Irwin went and cruised a part of the 
limits himself, 

Q.—Had Mr. McCormack anything 
to do with it? A.—I think we had 
reports from Mr. McCormack as well. 

Q.—From Mr. McCormack and Mr. 
Irwin, both? A.—Yes. 

MR. NESBITT: Pardon me, Mr. 
Shepley; Mr. Thomas Hamilton was 
also sent out? A.—Oh yes, I remem- 
ber now, Mr. Hamilton, who was re- 
commended to us by one of our di- 
rectors, who knew Mr. Hamilton as 
a very practical lumberman, and re- 
commended that we send him with 
Mr. Irwin. Yes, my recollection comes 
back to me now, it was Mr. Irwin and 
Mr. Hamilton who were specially sent. 

MR. SHEPLEY: Then there was a 
lot of logs in connection with the pur- 
chase for which the Kamloops Com- 
pany paid $42,000? A.—Whatever 
the sum was, yes. 

Q.—Upon whom were you relying 
in respect of that? A.—We relied 
on the reports of the checkers ‘so far 
as I recollect, supervised by Mr. Mc- 
Cormack, and I think you will find 
_all the checkers’ reports affirmed and 
in the records of the Kamloops Com- 
pany. I remember they all passed 
before me and that we paid upon 
those. 

Q.—I do not know about McCor- 
mack and Irwin, but you were not 
perhaps, sufficiently familiar with the 
subject to be surprised that you should 
have seven million feet of logs on that 
property? At $6 a thousand, there 
must have been seven million feet of 
of logs. Did that strike you as ex- 
travagant? A.—I express no opinion 
about that. Whatever amounts were 
there were paid for. 

Q.—I am afraid you paid for a 
great deal that was not there? A.— 
I don’t know that we did. 

Q.—I am told that there is not pond 
room there or floatiug room there for 
half that quantity of logs and that 
the mill would not cut that number 
of feet in two or three yearsP A.— 
Well, I am not competent to give evi- 
dence about that. I never was there. 
Mr. Stevenson was there and had 
charge of it, and he will be able to 
answer any questions on that. 

Q.—Did you hear the evidence the 
other day with respect to that pur- 
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chase and what was done by the Kam- 
loops Lumber Company in that trans- 
action? A.—The evidence you got 
from Mr. Bull? 

Q.—Yes?P A.—I did. 

Q.—It came as a surprise to you, 
of course? A.—I knew nothing of it 
before, I had no interest in that 
company; knew nothing about their 
transactions, good, bad or indiffer- 
ent. 

Q.—You knew nothing about that 
company except that the Kamloops 
Lumber Company was acquiring this 
property? A.—Yes, that is all. But 
I mean about the organization of the 
company, its shares, who held them, 
how they financed it, I knew nothing 
about it. 

Q.—Did you not grasp the fact, as 
you heard the evidence, that Mr. 
Fowler was absorbing an enormous 
sum of money to himself when he was 
acting as your agent in buying the 
Okanagan property? A:—I did not 
form any opinion about that. 

Q.—That did not strike you when 
you heard the evidence? A.—I did 
not follow the evidence out to that 
point because I do not think the evi- 
dence went to show where the moneys. 
went. 

Q.—You know it was all traced to 
Mr. Fowler and the Bank of Nova 
Scotia? A.—I knew that and I knew 
also, from the evidence, that Mr. Fow- 
ler was the agent of those gentlemen 
to sell their property and make them 
their payments. 


Q.—And he was your agent to buy 
itP A.—Well, the documents will 
show what that is. [ haven’t it clear- 
ly in mind. 

Q.—You do not dissent from that( 
at all events? A.—The only idea I 
have at the present time is that Mr. 
Fowler brought an option from that 
company and that the Kamloops Com- 
pany, after investigation, accepted the 
option and paid the money. 

Q.—And this did not strike you as 
you heard the evidence, that Mr. 
Fowler paid to those who owned the 
property about $80,000 and that he 
got from the Kamloops Lumber Com- 
pany $175,000 plus $42,000 for the 
logs? A.—I did not hear the evi- 
dence carried out to that extent. I 
was particularly struck with the easy 
profit that Mr. Bull made. 

Q.—But he was only a little man. 
You were not struck with the profit 
Mr. Fowler made? A.—I don’t know 
what profit he made and J don’t know 
whether he made any profit. 
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Q.—You did not observe anything 
that would warrant that conclusion 
or inference in the testimony that was 
given the other day? A.—That de- 
pends. 

Q.—What was your official position 
in the Kamloops Lumber Company? 
A.—I was a director without interest. 

Q.—You were a director without 
interest, representing the holding of 
the Union Trust Company? A.—Yes. 

Q.—With no personal interest other 
than what you might have under that 
option you have spoken of? A.— 
That is all. 

Q.—Then do you remember the 
Kamloops purchase of the Shuswap 
property? A.—I remember that we 
bought the Shuswap property. 

Q.—Do you remember the price that 
was paid? A.—$40,000, I think. 

Q.—Who were your examiners on 
that occasion? A.—TI cannot tell you, 
I don’t remember. 


Q.—You do not know upon whose 
judgment you were relying there? A. 
—I don’t remember, no. If I had the 
documents I could probably see. 

Q.—There is no doubt that the Kam- 
loops Company paid the $40,000? A. 
—Not the least. 

Q.—Where it went to is something 
you don’t know? A.—Where I sup- 
posed it went was to the purchasers. 

Q.—Where it did go to you don’t 
know? A.—TI don’t know. / 

Q.—You don’t remember whether in 
that case you were relying still upon 
McCormack? A.—I don’t remember. 
The only thing I remember about that 
thing was that it was an available 
property, had very valuable limits up 
the Celista Creek; and I think there 
was also an idea that it included a 
possible point for opposition and 
competition. On that and other 
grounds it was purchased, but as to 
the details of the matter I do not re- 
collect. 


Q.—You were, no doubt, familiar 
with the details at the timeP A.— 
Oh, as far as they existed in the docu- 
ments, I knew them. 

Q. —What was the method employed 
in financing these various sub-com- 
panies? A.—I think vou have had 
that detailed as fully as I can give 
it to you. 

Q.—I just want it in outline. I 
have some details about it? A.— 
The money was advanced by the Union 
Trust Company and loans were made 
to Messrs. Fowler, McCormack and 
Irwin and when Irwin dropped out 
to Messrs. Fowler and McCormack and 
their stock—their obligations— 
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Q.—I rather meant in the opera- 
tions of these various companies how 
were they financed? A.—The opera- 
tion of them was financed in two 
ways; by the receipts that came in, 
and advances made as, of course, is 
necessary where you cut one year and 
sell the next. 

Q.—But the advances, of course, 
were always made from the Union 
Trust Company? A.—Always made 
for the Kamloops Company, yes; if 
the Kamloops Company had not the 


‘funds the Union Trust Company ad- 


vanced to the Kamloops Company, 
arid held the Kamloops Company 


therefor. 


Q.—After the acquisition of the 
Okanagan property, that company was 
also financed? A.—Similarly. 

Q.—Similarly, but through the 
Kamloops Company? A.—Yes. 

Q.—Then the account in connec- 
tion with the Kamloops Company as- 
sumed a very considerable proportion ? 
A.—Large proportions for the reasons 
named by Mr. Stevenson in his evi- 
dence. These things never do, as a 
rule, go as they expect them to go. 

Q.—They always grow? .A.—And 
there are delays in sales that some- 
times you did not conceive would take 
place, drops in prices that you had 
not thought of, and on the other hand 
there come rises in prices that you 
were not aware of and one of those 
rises has come lately. | 

Q.—And now the prospects are all 
right?) A=] “think: «the, .prospects 
were alwavs all right. 

Q.—There was a very considerable 
outlay and no return for a time? A. 
—Yes, owing to those circumstances 
I have spoken of, or that Mr. Steven- 
son has spoken of. 

Q.—And with those vicissitudes in 
view, perhaps, you would not think 
that a proper investment in the fu- 
ture, perhaps experience would pre- 
vent you from doing that sort of thing 
again if you were in charge of trust 
moneysP A.—Well, experience would, 
but on this ground, that it is an un- 
mitigated trouble and nuisance to 
manage the commercial affairs of two 
or three mills, a company in British 
Columbia, making its sales all over 
the North-West, and to try to do it 
from this centre. It costs in trouble 
more than it comes to and I would 
never advise an investment of that 
kind again. Chiefly on that ground, 
but I never had the least doubt at 
all that the properties we bought were 
immensely valuable and that they 
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would return us a very large return 
from our money if we chose to keep 
them and could carry on the business 
fairly well. 

Q.—You have always taken the san- 
guine viewP A.—I have. There would 
not be much business without that. 

Q.— Well, that depends. People who 
are in charge of their own moneys 
are different, perhaps, in that respect 
from people who are in charge of trust 
funds? A.—Well, hope is the foun- 
dation of almost every venture. 


Q.—But that is a distinction which, 
so far as you are concerned, you do 
not admit in this case, the distinction 
between a person’s own funds and 
trust funds? A.—QOh, I never lose 
sight of that, certainly not. 


Q.—But you do not consider the 
funds of the Union Trust Company as 
trust funds? A.—Well, I have al- 
ready stated my position on that. I 
do not suppose there is any use going 
over it again. 

Q.—Then let us go’ into another 
matter. Who first introduced to you 
the subject of the North-West Lands, 
which resulted in the formation of the 
Great West Land Company? A.—The 
formation of the Great West Land 
Company? You do not mean the 
other lands of the North-West? 


Q.—Not yet? A.—Well, as far as 
my recollection goes I first became 
acquainted with the lands that were 
taken into the Great West Land Com- 
pany, through certain gentlemen con- 
nected with the New Ontario Town 
and Farm Site Syndicate. 


Q.—Tell me who these gentlemen 
were? A.—Before that will you allow 
me to make one statement? 

Q.—I have not stopped you from 
making any statement, I think? A.— 
I know, and I have never made one 
without asking you, Mr. Shepley. 

Q.—Go on? A.—That statement is 
this, that so far as the acquisition of 
those lands from the C.P.R. or any 
negotiations which led to the acquisi- 
tion, I have no knowledge of them, 
no interest in them, and‘had nothing 
to do witth them, good, bad, or in- 
different. I was ‘not on that excur- 
sion; I did not talk with anybody 
about them; I did not know of their 
- being selected. My first intimation 
that there was a block of land like 
that in the hands of Pope and Fowler, 
as trustees for a syndicate, was when 
it was brought to my attention by 
members of the Ontario Town Syndi- 
cate. 
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Q.—When you say members of that 
syndicate, tell me who you mean? A. 
—Well, the members of that syndi- 
cate, so far as I recollect them—you 
do not want the names of all the mem- 
bers—take the active members we will 
say. The active members of that syn- 
dicate whom I knew, were Mr. Dale 
—or Hale?—Dale. Were Mr. Dale, 
Mr. Van Dusen, Mr. Dinnick. 

Q.—I know now who you mean; you 
mean the people who had formed a 
little company and had subscribed each 
one share of stock; with five shares 
of stock in it. That is the people 
you mean? A.—There were five of 
those who had the one share of stock 
each, but there were also other gentle- 
men connected with it, in what way 
I cannot now say, but these other 
gentlemen whether they owned stock 
of that syndicate or not, were with 
them and all the negotiations were 
carried on with the two combined. 
At this present moment I cannot say 
whether they had stock of that com- 
pany or not, 

Q.—What I want you to make clear 
is that you are not now speaking of 
Mr. Fowler, Mr. Pope and their asso- 
ciates? A.—Not at all. 


Q.—You are speaking of the little 
corporation which became the Great 
West Land Company? A.—I am. 

Q.—And it was those gentlemen who 
first brought this land to your notice? 
A.—Yes. 

Q.—Was it brought first to your 
notice in your capacity of General 
Manager of the Union Trust Com- 
pany? A.—Not at all. 

Q.—Or in connection with some 
other capacity? A.—In my personal 
capacity. I think it arose in this way. 

Q.—You were an officer of another 
corporation, were you not, with whom 
negotiations were had for the pur- 
chase of these various lands? A.—I 
was Manager of the Union Trust Com- 
pany. 

Q.—But you were an officer of an- 
eens corporation, were you not? A. 
— oO, 

Q.—A Manitoba land company, you 
do not recollect. that? |§ A.—Oh, I 
never was. 

Q.—I will have to go into that a 
little more in detail? A.—I never was 
an officer of the Manitoba Lands Com- 
pany, or any land company in Mani- 
toba. 

Q.—The Saskatchewan? A.—No. 

Q.—That we will come to again. It 
is a little diverging now. In what 
form was the proposition first com- 
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municated to you? A.—I think it 
arose in this way, as far as my recol- 
lection goes, that some of the gentle- 
men who belonged to the Town Site 
Syndicate came to me and spread 
their proposition as it was at that 
time. They had options and part 
ownership on certain properties. 
Amongst others was an option, I don’t 
know how secure it was, on Nipigon 
Town Site, and the like ofthat. They 
felt they had a good thing in that. 
They wanted help in the way of man- 
aging it and financing it and they 
asked me to come over, after I think 
Mr. Dale had seen me and had brought 
me a plan and the like of that, and 
I talked it over with them and I 
came to the conclusion that the pro- 
perties they had were not worth while 
going into, I did not see much in the 
matter in so far as they possessed 
rights or options on properties at that 
time. 


Q.—Up to that time there was no 
talk, perhaps no knowledge? A.— 
None on my part. 


Q.—Of the proposition that Pope 
‘and Fowler were concerned with? A. 
—None on my part. After that had 
been stated I think it was Mr. Dale 
introduced to me this proposition 
about the North-West Lands that Pope 
and Fowler and Lefurgey had. They 
had been in communication with Mr. 
Lefurgey, maybe with Mr. Pope and 
Mr. Fowler, I don’t know but what 
they had got in communication with 
them and they practically were nego- 
tiating for that option. That is ¢he 
first I knew of that. When that was 
explained to me I felt that if that 
could be taken hold of, that it was a 
proposition which had merit in it and 
ought to be a very good one. I talk- 
ed that matter over with them. They 
however, were unable to finance it and 
it was about that time that Mr. Mc- 
Gillivray also was approached by them. 
They might have talked with them at 
the same time they did with me, but 
not together. At any rate I remem- 
ber that Mr. McGillivray and myself 
met with them at their rooms on one 
occasion and talked over this whole 
proposition. Then Mr. Matthew Wil- 
son came into it I think on my sug- 
gestion, but I am not sure about that; 
and then Mr. McGillivray, myself and 
Mr. Wilson talked over that wholé 
matter with them and later Mr. Le- 
furgey and Mr. Fowler, and, I think, 
Mr. Pope as well. That is the course 
it took until it got to the point where 


6 EDWARD VII., A. 1906 


Ind. Order of Foresters, 
(George EK. Foster, Ex’d.): 


I became seized of the property that 
they held and the price that they ask- 
ed for it. 


Q.—When you became seized, you 
mean when you learned? A.—Yes, 
seized of the knowledge, not of the 
property itself. 


Q.—Then the three gentlemen you 
have named as Mr. McGillivray, Mr. 
Wilson and yourself, you were all, of 
course, officers of the Union Trust 
Company? A.—Wle were. 


Q.—All on the Board ? A.—All on 
the Board. 


Q.—And Mr. Wilson the solicitor? 
A.—And I the General Manager. 


Q.—Are you quite sure that the ne- 
gotiations, so far as you were con- 
cerned, the first negotiations you had 
in respect of these properties were the 
negotiations you are now telling me 
about? A.—Yes. 


Q.—You had heard of no other offer- 
ing of the properties on somewhat dif- 
ferent terms from those arranged with 
your? A.—Never, no. That was my 
first introduction to that property, 
and in that way. 

Q.—Well, then, was it the hand— 
I put the question in a sort of ima- 
ginative form—of the three of you 
which practically moulded the course 
things took after they were introduc- 
ed to you? For instance were your 
suggestions the suggestions which were 
carried out in the way of adopting 
the old charter and creating a new 
company? A.—Practically, yes. They 
were discussed but I think our views 
became the views of all. 

Q.—Your views were the views. 
which prevailed as matter of policy? 
A.—yYes. Whether they were our 
views exclusively or were equally the 
views of the others I am not going 
to say, but I am sure that practical 
unanimity was come to. 


Q.—The syndicate which held the 
option from the C. P. R. wanted to 
sellP A.—Yes. 

Q.—And wanted to sell at a profit? 
A.—Undoubtedly. 

Q.—The little corporation—not 
speaking of it disrespectfully—was 
anxious to get its hand upon some 
transaction which would be profitable? 
A.—Anxious for business, yes. 

Q.—And you, Mr. McGillivray and 
Mr. “Wilson were the guardian angels 
of the two interests? A.—No, we 
took a sort of humble interest in it. 


(Adjourned to 2 o’clock.) 
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MR. SHEPLEY: I wish to state 
to the Commission that during the 
adjournment I had a telegram from 
Mr. Fowler, who tells me in the tele- 
gram that he is about starting east, 
which I suppose is intended to mean 
he is on his way here. Of course his 
not having been here has put us to 
a very great deal of additional trou- 
ble, and I am rather in doubt as to 
whether we should perhaps wait, but 
at all events that can be considered 
further more deliberately, but I 
thought it proper to state to the Com- 
mission that I have that word from 
him, 

GEORGE E. FOSTER, examina- 
tion continued: 


WITNESS: Would you kindly bring 
up the last question you asked me, I 
am not quite sure that I understood 
it correctly. 


Q.—I think I can reproduce it, that 
the three of you rather moulded the 
course the transaction took? A.— 
Up to that time you mean? 


Q.—No, I mean after that time? 
A.—Then I will withdraw my answer, 
I will say that as far as the negotia- 
tions proceeded up to the time when 
we became unanimous to take over 
the option and had arranged those ne- 
gotiations between ourselves you 
might say that our united influence 
had some weight, and that it was 
agreed to by the others, and that our 
policy was practically carried out, 
but if your question means to go 
further as to transactions afterwards 
then I would qualify that. 

Q.—I think we were not misunder- 
standing each other before the ad- 
journment because what I had rather 
in mind was the form the transaction 
took in the document—of course you 
had to agree about terms, but the 
form the transaction took, the ex- 
tinction practically of the old corpor- 
ation, the creation of the great cor- 
poration, the adjustment of the in- 
terests and of the stock and so on, 
‘that was all, as I understand you 
now, largely moulded by you three? 
A.—Well, there was practical unani- 
mity. 

Q.—Well, they came to you to 
finance the transaction? <A.—They 
came to us to help them finance the 
transaction. We had our share in 
moulding the policy any way, put it 
that far. 
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Q.—You were the men of business 
who controlled the situation so long 
as you were bargaining together? A. 
—Measureably so. 


Q.—I will be content with that an- 
swer. I ask you again, as I asked 
you this morning, with regard to an- 
other matter, was there a deliberate 
weighing by yourself and your co-di- 
rectors of the propriety of that trans- 
action from the standpoint of men 
occupying your position, or was it 
thoughtlessP A.—Up to that time 
I for my own part and so far as I 
know Mr. McGillivray for his part and 
Mr. Wilson for his part had no 
thought of making any application to 
the Union Trust Company or of en- 
deavouring to get any financial aid 
whatever from the Union Trust Com- 
pany. We were on an entirely dif- 
ferent plan for financing the company 
up to that time and a considerable 
time afterwards, a few days after- 
wards. / 


Q.—Then I shall have to ask you to 
tell me what was the first financial 
plan that was discussed, and I appre- 
hend you to mean adopted? A.—No, 
the first was not adopted. Mr. Mc- 
and myself 
procured a one-half share of that op- 
tion; the Town Sites Syndicate and 
the gentlemen connected. with them 
procured the other half of that op- 
tion. Our first plan of financing it 
was this: Mr. Wilson, Mr. McGilli- 
vray and myself, were willing and 
able and ready to finance one-half of 
it, and we asked the other constitu- 
ent part, consisting of the Town Sites 
Syndicate and the gentlemen with 
them, to finance their half of it, and 
for some time it stood that way under 
the impression that they would be 
able to finance their half. We pro- 
posed to finance our half for the first 
payments, they to finance their half 
for the first payments, and then to 
issue a prospectus and to sell stock or 
otherwise influence capital to take it 
up and be able to put it through in 
that way; that was our idea; that was 
the sole idea we had at that time. 

Q.—You three were to become the 
owners of half the option? A.—yYes. 


Q.—That meant that you would as- 
sume half the burdens of the option 
financially and otherwise? A.—Yes. 

Q.—tThe result of that would be, as 
it always was, that you would have 
to refund to Pope and Fowler half 
of any moneys they had expended up 
to that time? A.—Not at all. 
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Q.—Why not—you ‘were taking half 
the option and the Town Sites Syn- 
dicate were taking the other half? 
A.—Yes. 

Q.—You were stepping into the 
shoes of Pope and Fowler? A.—We 
assumed one-half the liability of Pope 
and Fowler; we had to assume one- 
half the responsibility. 

Q.—Yes; whatever payments they 
had to meet on account of the land 
or option you would have to assume 
the burden of half of it?. A.—Yes, 
the $4.50 per acre for that land we 
would have to assume the burden of 
one-half. 

Q.—And you would have to assume 
the payments to the Canadian Paci- 
ficP A.—That was included, the 
whole burden. 

Q.—And you would have to assume 
the profit of $1 per acre which the 
Pope and Fowler Syndicate were to 
make—I am getting at the financial 
burden you were undertaking? <A.— 
The lands were sold at $4.50 an acre, 
we would have to assume—that was 
divided between the C. P. R., the 
original vendors and Pope and Fow- 
ler, the second vendors. for their pro- 
fits—we would have had to assume 
one-half of the whole of that except 
with this one point to be put in, that 
they would take a certain amount of 
that in stock, which of course was not 
an assumption of a liability which 
accrued until the whole thing had 
been worked out. 

Q.—Let us consider that proposi- 
tion for a moment; can you tell me 
approximately what immediate or 
early maturing payments you would 
have to make? i 
year we altogether would have had 
to have made a payment of $141,- 
666.66; that is my recollection, work- 
ed out that way. That would be dis- 
tributed over one-half and a little 
more of the year. Then there would 
be a payment equivalent to that plus 
a certain amount of interest on the 
first July of the succeeding year. 

Q.—You are including in that pay- 
ment not only what had to be paid 
to the Canadian Pacific but had to 
be paid to Pope and Fowler? <A.— 
The whole of it. 

Q.—You say that you and Mr. Wil- 
son and Mr. McGillivray were ready 
and able to finance half of that pro- 
position ? A.—Yes, we thought we 
were at least. 

Q.—I disclaim any intention of be- 
ing inquisitive, but I want to know 
whether you yourself were financing 
your part of it or expecting to, or 
whether you were expecting to be as- 
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sisted? « A.—I think you quite know 
that already in the evidence that has 
been given, Mr. Wilson and I had 
our own arrangements as to that, and 
as regards Mr. Wilson’s share and 
mine we were prepared to finance it. 
Mr. McGillivray we understood would. 
make preparations for financing his. 
I can only speak as to Mr. Wilson and 
myself. 

Q.—You have told me of your own 
financial position as having been an 
embarrassed one? A.—yYes. 

Q.—Was Mr. Wilson to finance it 
for you? A.—That has been told in 
the evidence. 

Q.—I want your confirmation? A. 
-——If you want me to say so, yes; it 
is an awful thing to be poor some- 
times, you know. 

MR. KENT: Disagreeable at least? 
A.—A man does not want to be re- 
minded of it too often. 

MR. SHEPLEY: Q.—Why did that 
plan fall through? A.—Because the 
other parties to it were not able to 
finance their half. 

Q.—That is the Vandusen? § A.— 
The others. 

Q.—The Town Sites Syndicate peo- 
ple were not able to finance their half? 
A.—Yes, and at first they thought 
they would be. After things had 
gone on for some time they came to 
the conclusion they would not be. 


Q.—And did they reach that con- 
clusion, and did that plan fall through 
before the large corporation had been 
formed? A.—The large corporation, 
by which you mean the Ontario Town 
Sites Syndicate— 

Q.—The re-organized Ontario— A. 
—Was already formed, that was an 
incorporated company. 

Q.—With five shareholders, each 
holding one share of stock, as we 
know? A.—To my mind it made no 
difference whether there were five 
shareholders or fifty, whether they 
had any property or not. Mr. Mc- 
Gillivray, Mr. Wilson and myself, as 
you see by the agreement, undertook 
to see the matter was financed through 
and we had to finance it through 
either by a new company— 

Q.—I am rather trying to find a 
date, there was a time you know when 
there was a complete re-organization 
of the Town Sites Syndicate? A.— 
Yes, that has been imputed to us as 
a fault. 

_Q.—I am not making any imputa- 
tions about anything; was that re- 
organization before or after the orig- 
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inal plan-was abandoned? A.—Well, 
as far as my recollection goes. 

Q.—In other words I want to see 
whether that was part of the original 
plan or whether it was part of the 
substituted plan? A.—No; as far as 
my recollection goes the re-organiza- 
tion and the final solution of the pro- 
blem for them as to whether they 
could finance it or not went on at 
the same time, and as soon as we 
found that they were not able to 
finance it the re-organization plan was 
carried out, to my recollection it had 
been talked of, and it was meant that 
new blood should be infused into the 
old corporation and a certain number 
were quite willing to give place to 
new ones that came in. 

Q.—You put that very well. it was 
intended to infuse new blood into the 
old corporation? A.—That was the 
idea. 

Q.—Now, I gather that re-organiza- 
tion and that infusion of new blood 
was part of the original plan—you 
told me a moment ago you were go- 
ing to sell stock? A.—Yes. 

Q.—So as to cover future payments? 
A.—I think that a re-organization at 
least to the extent of the infusion of 
a certain amount of new blood was 
contemplated from the first after we 
talked over the business, even before 
we discussed the question of taking 
the North-West lands. 

Q.—At that time when you were 
discussing the taking the North-West 
lands you have told me part of the 
original plan was to sell stock? A.— 
Yes. 

Q.—Sell a good deal of stock, a 
large quantity of stock? Enough to 
finance the proposition? A.—Enough 
to finance, yes. + 

Q.—Was there any discussion as to 
the retention of a controlling inter- 
est, or were you going to put the stock 
before the public so that you would 
lose the control—was that discussed ? 
A.—I do not think so. 

Q.—You do not think you got so far 
in your discussions as that? A.—Our 
idea was to sell sufficient of the stock 
to enable us to finance it, and then 
stop the sale of the stock when we got 
that far. I do not think the question 
came up as to control or not, although 
it is very natural that we who went 
into it would either by buying stock 
or in some way or other try to keep 
the control. 

Q.—I perhaps have missed it, but 
the first proposition left you and the 
owners of the new Town Sites Syndi- 
cate partners upon an equal footing, 
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that is you were not making any in- 
termediate profit on that proposition, 
each of you was taking half the option 
and you would share. equally in the 
profits? A.—That is right. 

Q.—And the Union Trust Company 
at that-time was not in your minds at 
all? A.—Not in the least. 

Q.—You have not had much oppor- 
tunity to refresh your memory at all, 
but we have information and it may 
be all wrong, that a proposition some- 
what similar to that was before you 
in another capacity—what relation 
have you to the Saskatchewan Land 
ere ara re not you an officer of 
that? » What do you mean? 

lta ee a proposition that was very 
much like the one you were discussing 
for the new Town Sites Syndicate be- 
fore some company with the name of 
Sackatchewan in it I have forgotten 
the whole name—were you a_ Vice- 
President of some land company? A. 
—I am a director and Vice-President 
in a Company called the Ontario and 
Saskatchewan Company. 


Q.—Our information may be quite 
wrong, was the proposition of carry- 
ing this option before that company? 
A.—Never. 

Q.—Never: was? A.—No. IL think 
I know everything that came before 
that company. 


Q.—That is what you told me this 
morning and you are much more likely 
to be right? A.—They stood upon 
a very different basis, came in with 
an entirely different thing. 

Q.—We know it did not go there, 
but perhaps later on we will return to 
thatP A.—No, I am certain of that. 

Q.—We have the position of the 
matter at this stage, you, Mr. Wilson 
and Mr. McGillivray had formed an 
entirely independent syndicate for the 
purpose of going into partnership with 
the Town Sites Syndicate on equal 
terms? A.—Yes, and to all become 
the members of one company. 

Q.—But there was no idea then, as 
you have told me, that the one-half 
or the carriers should make any profit 
at the expense of the other half of the 
carriers? A.—wNo. 

(That dropped through for the 
reason you have told me, what was the 
next stage of the negotiations or in 
the formulation of the plans of your- 
self and your associates? A.—When 
it became definitely known that the 
other side—I will call them—were un- 
able to finance their own then the 
proposition was made to us by them. 
We have certain rights, we have got 
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a charter, we have certain properties 
and we have a sort of good will, we 
have half of this option, we cannot 
raise our part to finance this in equal 
shares of one-half, what you had bet- 
ter do is to buy out the other half 
the option from us, the charter, good 
will and all our rights. ‘That in brief 
I think covers what was the result 
of a good deal of talk, and we accept- 
ed their proposition, and sat down to- 
gether to decide on a basis. We 
acknowledged that they had been for 
a good while bothering and troubling, 
and at expense with reference to this 
thing; we acknowledged that they had 
the one-half option; if our half option 
was valuable their half option was 
equally valuable. They looked upon it 
as being valuable and we looked upon 
it as being valuable, but if they could 
not finance their half of it it was less 
valuable to them than we looked upon 
ours as being to us; consequently they 
were willing to come to an agreement, 
and after conference backwards and 
forwards the agreement which was put 
into documentary shape was agreed 
upon, and they handed over the other 
half option, and the charter and the 
good will and we said ‘‘We do not 
want any of your options or anything 
of that kind, outside of that,’’ we did 
not think that those would be well to 
take into the company, and we made 
the arrangement as shown by docu- 
ment of a certain date which is no 
doubt in your hands. 


Q:—I want to look at thatP A.— 
That is my impression, we will see 
when you come to the document. 

Q. This perhaps is the document 
you mean? A.—That is the document, 
4th June, 1903. 

Q.—At the time that document was 
prepared they were parting with to 
you their one-half of this option? A. 
—That is my understanding of it. 

Q.—With one-half of whatever asset 
their company with its good will and 
chances might be considered to be? 
A.—Simply good will and chances, we 
did not bargain for nor care for any 
options they had held individually or 
as a company, and we did not have 
anything to do with them. 

Q.—Had there been prior to this 
any written agreement between you 
and them upon the subject of the 
ownership of the option? A.—I do 
not know of any, if it is not in those 
documents I do not think there was. 

Q.—You think it was a mere matter 
of personal understanding as to how 
you were going to do it? A.—Until 
it was crystallized into that document. 
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Q.—The consideration that was to 
pass for their half option is fully set 
out in that document? A.—In that 
document and another document of 
maybe the same date. 

Q.—The one in which they define 
their own interests? A.—Yes, amongst 
themselves. 

Q.—That was a matter of indiffer- 
ence to you of course? A.—Alto- 
gether, it was a distribution of what 
we gave them among themselves. 

Q.—Those are the two documents, 
of the 4th June, 1903, which are re- 
.spectively Exhibits 484 and 485? A. 
—Yes. 

Q.—At that time apparently the 

Union Trust Company had been in- 
troduced into the matter, that is right, 
is it notP 
document, does it? 
_ Q.—I do not know that it does show 
in the document we have been speak- 
ing about? A.—My impression is this 
if you have not it clear, that the Union 
Trust Company first appears in the 
simple form of a trustee to whom the 
option which Pope & Fowler had to 
these lands was assigned in order that 
it might be handed over to the proper 
party to it after these parties had 
fulfilled the requirements and condi- 
tions. The Union Trust Company 
came into it simply as a. trustee, but 
not in any sense in our minds or in 
fact as a financial helper in the trans- 
action. J do not know the significance 
of documents, but that is my view of 
it, that is simply a trust which we 
very naturally had handed over to our 
own company. 


Q.—We will take the dates; you 
were at all events approximately right 
»as to the first form as to the first light 
in which the document presented the 
Union Trust Company, that was by 
document 30th May, 1903, made be- 
tween Pope and Fowler on the one 
hand and the Union Trust Company 


on the other hand, called the trustee? 


A.—Yes. 

Q.—I think at that time the real 
owners of the option under Pope and 
Fowler do not appear anywhere in 
the documents? A.—I do not think 
they do. 

Q.—At that time, which was on the 
30th May you were still expecting 
that the two parties would finance? 
A.—Yes, or that it would be financed 
in some other way. 

Q.—At all events at that time you 
were not intending that the Union 
Ae Company should finance? A. 
—No. 


A.—That shows in the 
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Q.—The document you referred to 
of the 4th June? A.—22nd June. 

Q.—An intermediate document of 
the 22nd June is one to which I now 
call your attention? A.—Yes. 

Q.—Had there been any change be- 
tween the 30th May and 22nd June 
in your intentions with regard to 
financing through the Union Trust? 
A.—Between 30th May, which was the 
date of the option, was it? 

Q.—That is the date of the con- 
veyance of the option to the Trust 
Company as trustee? A.—And the 
22nd June; yes I think there was; I 
think the change of plan took place 
between thoes times—at what parti- 
cular period I do not know—I think 
that must be so. 


Q.—On the 22nd June, which is two 
days before the conveyancing you have 
spoken of, your plans had manifestly 
matured in the direction which they 
afterwards followed—this is the agree- 
ment between you three of the first 
part, and the Union Trust Company 
of the second part, called the banker? 
A.— Yes. 

Q.—That looks like finance? A.— 
Yes. 

Q.—And these gentlemen who were 
the shareholders of the New Ontario, 
that is the new shareholders, having 
taken over the shares from the orig- 
inal stockholders? A.—Yes. 


Q.—That is the doctor, Sir John 
Boyd, Robert Regers, Mr. Scholfield, 
Foster, McGillivray and Wilson, here- 
inafter called the shareholders of the 
third part, and the company itself of 
the fourth part—I do not want to 
protract time by going through all, 
but I want you to be quite clear be- 
fore we come to the next stage that 
at that time your plan involved financ- 
ing through the Union Trust Com- 
pany—there is no doubt about that? 
A.—That:is apparent on the docu- 
ment. 

Q.—How had that come about, how 
had your minds turned to the Union 
Trust Company as the banker? A. 
—What was the date of the agree- 
ment with the syndicate? 

Q.—30th May? A.—No, that was 
the option, 30th May. 

Q.—Of the 24th June, two days later 
than that? A.—No, that is not what 
I want. It is the 4th June, this is 
the original. 

Q.—Yes, that is right: what you 
say now is between the 30th May and 
4th June when this conveyancing took 
place there had been no change look- 
ing towards bringing the Trust Com- 
pany in as banker? A.—No, I do 
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not think at the date 4th June, 1903, 
there had been any change. 

Q.—That is what I am saying, there 
had been no change between the 30th 
May and 4th June? <A.—I do not 
think so. 

Q.—How were you then expecting 
to finance? A.—The situation was 
exactly this, we were now in posses- 
sion of the whole option, and we had 
the whole of the stock represented by 
the advance of fifty cents an acre at 
our disposal to be used first to ex- 
tinguish the claim of the other half 
by the good will and the like of that, 
reserve one-half which we always in- 
tended to do for ourselves, leaving 
us a considerable portion, amounting 
in all to 337 shares or thereabouts. 
We proposed with that at our dis- 
posal to enlist capital sufficient ‘ta 
help us make what was necessary to 
be made in addition to what we our- 
selves put in to carry us along until 
stock could be sold and returns come 
in from that. 

Q.—That would be $38,700 if you 
issued the stock at par? A.—Yes, 
if the stock were valued at par, and 
we believed that this would be an 
inducement sufficient to enable us to 
finance it. This thing is to be borne 
in mind in talking about financing 
that particular scheme : we did not 
take in as a finality that we would 
be obliged to raise $964,000, $980,000 
or a million dollars. Our anxiety 
was how to finance that for the first 
two or three years, under the impres- 
sion, which we strongly held; and 
which I never wavered in, that in 
the course of three years’ time, may- 
be less, we would be able to have that 
in such a condition that it would ab- 
solutely carry itself for the remainder 
of the term. We did not have to 
pay that money all down at once; it 
was yearly payments, consequently we 
had as the first hump to get over to 
make our payments of $141.000, which 
would carry us for a year. Then came 
our inducements to financial men if 
we were successful in holding them 
out, and then came a year’s work at 
stock selling, and it was not beyond 
the limit of what seemed reasonable 
that we might raise sufficient to meet 
our second payment, which would give 
us still another year when we believed 
the financing would be easy, because 
of sales that could be made. We did 
not take that land with the idea of 
making inordinate profits upon it, we 
knew what we had selected, we knew 
or thought we knew that there was no 
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more eligible piece of land in the 
North-West than that block. Well, 
the circumstances, which I suppose 
are the best proofs when time brings 
them to their fruition has proved that 
three years after the time of the sign- 
ing of that contract that company 
had sold sufficient lands to make its 
financing absolutely secure for the rest 
of the term if it had been done on 
the ground and lines of yearly pay- 
ments. That was a view that we 
held. 

Q.—You have got somewhat in ad- 
vance of my question? A.—I wanted 
to get that in so that we would think 
of it as we went along. 

Q.—So that it might be present in 
our minds as an element? A.—It 
would minimize the difficulties of fi- 
nancing compared with the proposi- 
tion. Are you prepared to raise $980,- 
000? 

Q.—We will talk about somewhat 
smaller figures, what you had expected 
to do with the New Town Sites Syn- 
dicate was to finance half of $141,- 
000°? A.—yYes. 

Q.—You were expecting to finance 
the whole of it now with an assistance 
to the extent of $33,700? A.—Yes. 

Q.—That is right, is it not? A.— 
Yes, stock selling in both instances 
as a factor. 

Q.—The stock selling, the $33,700 
was the stock selling you were relying 
upon? A.—Not at all, that was the 
bonus, after keeping our own share. 

Q.—I thought that was to interest 
financial people? A,.—Well. 

Q.—You mean handed to financial 
people by way of bonus so that they 
would advance money? A.—Exactly. 

Q.—We are at the 4th June and 
that was the condition of affairs then; 
up to that time the Union Trust Com- 
pany merely holding as trustees? A. 
—Absolutely so. 

Q.—Without any idea that the Un- 
ion Trust Company would be called 
upon to finance? A.—yYes. I can 
‘speak only absolutely for myself, but 
for myself I do speak and I believe 
too with respect to the others. 

Q.—Who first suggested, how did 
the suggestion first come to be made 
that the Union Trust Compary should 
find the money? A.—I will tell you 
that. It is necessary for me just to 
review the proposition that we had, 
or that we thought we had. We had 
to make up our minds as to what we 
thought we had. I have probably as 
good knowledge of the North-West as 
most residents down here. I had had 
a good deal of experience with re- 
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ference to the lay of the land, where 
the better lands were, what were the 
eligible localities, and the prospects 
for railroad transport, which is an 
element in it. When that proposition 
was brought to me, and I found that 
we could get that at the rate of $4.50 
per acre, taking into consideration 
the belt along which those lands lay, 
taking into consideration the proposed 
Canadian Northern Railway which was 
actually projected and partially built 
and almost entirely surveyed though 
not for the specific location, it com- 
mended itself to me as being one of 
the most eligible offers of land that I 
had known in the North-West. With 
the certainty of that road being built 
and completed within a year or year 
and a half at the most, with the land 
at the price that it was, we believed 
that it was a very money-making pro- 
position. Now when we came to the 
point where we had left the idea of 
each half financing his ovfn. and came 
to the point of seeking other finance 
in the way of stock selling and the 
actual advance of money for stock 
with bonuses as part consideration or 
in any way in which it could be used, 
before we had gone any distance in 
that at all, though we had talked over 
some plans, either Mr. McGillivray 
suggested to me or I suggested to 
him—I am not going to say which, 
but one of us to the other—and which- 
ever did the other avreed to it, this 
idea: We believe this is an excellent 
thing, we believe that a good amount 
of money can be made out of it, we 
have a bonus stock free of 3374 shares, 
our Union Trust Company is a lending 
company, why not take this to the 
Union Trust Company, put the pro- 
position before them, and ask them 
whether they will take it up or whether 
they will not. Now I fell in with 
that proposition,’ so did Mr. McGil- 
livray. Mr. Wllson objected to that 
on the ground that he feared the rate 
of interest which would be charged 
by the Union Trust Company, so far 
as he was concerned he could finance 
his portion of it at a much smaller 
rate of interest than he thought they 
would charge. Ultimately we all 
three agreed to take it to the Union 
Trust Company. Now, Mr. Shepley 
and to this Commission, I say it, is 
not necessary to think that if that 
thought came into our minds and we 
acted on it that we acted on it as 
sharpers, as men who intended to do 
the Trust Company out of its funds, 
or from any other reason than a fair, 
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reasons, and I unhesitatingly affirm 
that I had no other thought in the 
matter than on that line. I said to my- 
self, This is going to pay well to any 
financial institution that will take it 
up, take the bonus, lend the money to 
us at a good rate per cent., and take 


the whole thing as security, and in. 


three or four years it will have made 
an excellent profit for itself on un- 
doubted security. It was under that 
idea and that idea alone that we took 
it open and above board to the Union 
Trust Company without any hole and 
corner work of any kind, and present- 
ed it to the members of the Board. 

Q.—Now then, et I ask you a 
question or two? A.—Certainly. 

Q.—Your idea was to substitute the 
Union Trust for the financiers you 
hoped to interest by giving them the 
bonus stock? A.—Yes. 

Q.—The Union Trust Company were 
to get the bonus stock and lend the 
money that was necessary by reason 
of their getting that superior position ? 
A.—They were to get the bonus stock, 
or as much of it as was necessary, 
when they thought it over as a fair 
proposition for their undertaking the 
loan. We had that much at our dis- 
posal. 


Q.—It was intended that the Union. 


Trust Company should occupy the 
position of lenders? A.—That was 
our mind at that time. 

Q.—And in consideration of their 
occupying or consenting to occupy 
that position they were to have the 
stock with which you had hoped to 
interest other capitalists? A.—Yes. 

Q.—It was rather in the light of a 
benevolence to the Union Trust Com- 
pony that you viewed the transact- 
tion? A.—No, it was as we thought 
it good business for any company. 

Q.—And in view of what you have 
told me I suppose I may assume that 
it never occurred to you, so far as 
you are individually concerned, to 
question the propriety of the position 
at all? A.—I did not question the 
propriety, if I ar gued it at all I argued 
it in this way: it is one function of 
the Union Trust Company to lend 
money at an agreed rate of interest 
upon the security of real estate, on 
such security as in its judement it 
thinks is sufficient. I could not see 
any difference between lending $6,0N0 
on a thousand acres of land if it were 
approved as security and the rate of 
interest were good, I could not see 
any business difference between that 
and the lending of say three or four 
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hundred thousand dollars on a com- 
paratively larger area of land, pro- 
vided, they, the lenders considered 
that the security was ample security, 
and of that the directors must always 
be the judge. That, if any reasoning 
passed through my mind was the reas- 
oning that passed through it. 

Q.—If any did? A.—Yes. 

Q.—But I rather take it from what 
you told me that you entertained such 
a high opinion of the merits of the 
proposition itself that you rather 
thought you were conferring a bene- 
fit upon the Union Trust Company 
than subjecting them to any disad- 
vantage? A.—We certainly did not 
think we were subjecting them to any 
disadvantage. 

Q—I should also gather you did 
not at all view the matter from this 
standpoint that you yourselves. were 
members of the Board which would 
have to judge upon this proposition 
and pass upon its various phases from 
time to time? A.—Yes, we consid- 
ered that. 

Q.—How did you come to consider 
that, who raised that question? A. 
—That consideration was ‘in our 
minds, we quite well knew al! the time 
that we were members of the Board of 
the Union Trust Company. Up to 
that present time we had a perfect 
right to do as we-had done. 

Q.—You were fully alive to the gen- 
eral objection to directors occupying 
dual positions? A.—I think we 
thought of that. 

Q.—Do you recall as a matter of 
memory you did? A.—I do not re- 
call any discussion of it; I imagine 
that we were—— 

Q.—If you thought of it you were 
alive to it? A.—I dare say it was 
present to our thoughts. 

Q.—But you aioe be sure you did 
think of it? A.—Cannot be sure we 
discussed it. 

Q.—Or that you thought of it? A. 
—I do not know whether I thought of 
it or not, I presume I did. 

Q.—But you have no recollection 
upon the subject at all? A.—As a 
matter of general— 

Q.—Is this fair co say that your 


. opinion of the inherent merits of the 


proposition was so high that other 
considerations seemed to be of trifling 
moment? A.—They were so _ high 
that the element of risk was practical- 
ly eliminated from our minds as far 
as it can be eliminated from any pro- 
position. 


2552 ROYAL COMMISSION ON 


79th day, October 3, 1906. 


Q.—I was not asking about the ele- 
ment of risk, I am asking you about 
other considerations. The proposi- 
tion appealed to you so from its in- 
trinsic merit that your attention did 
not travel in the direction in which 
T am now questioning you? A.—I do 
not think it travelled very extensively 
in that direction. 

Q.—Did it at all? A.—I cannot 
say whether it did or did not, I im- 
agine it was present with us, we were 
all three intelligent men and we must 
have had opinions with respect to 
these things. 

Q.—It may have been present to 
you, but you say it was not discussed? 
A.—It was not a bar to our taking 
the proposition. 

Q.—I am not trying to find out 
whether that question of the propriety 
of it from that standpoint was dis- 
cussed and deliberated and weighed, 
I take it you have said no to it? A. 
—I do not think I will say no to it 
from this consideration— 


Q.—It is a fact or it is not a fact, 
it either was deliberated or it was 
not? A.—I am not going to wink 
an eye at the fact at all. There is a 
modifying condition which let me 
state to you first, and then your ques- 
tion will probably be easily answered. 
I think we did have present in our 
minds the advisability of carrying the 
proposition through the Union Trust 
Company in which there were gen- 
tlemen who would be interested in 
both companies as directors—I think 
we did have that in our minds, and 
what recalls that particularly to my 
attention is that before the proposi- 
tion was so far discussed as to come 
to a conclusion that question: was 
raised and we discussed it and we 
took advice upon it. I think that 
is a fair answer to the question as 
to— 

Q.—That is rather in connection 
with a subject which is quite analog- 
ous but not at all the subject that I 
am speaking about, that is in con- 
nection with joint directorates upon 
the two Boards, I am speaking of 
your proposition as beneficiary own- 
ers of this option; and taking it to 
and dealing with the Union Trust 
Company about it, that is a different 
thing altogether? A.—No, we did 
not see anything improper in taking 
it to the Union Trust Company and 
allowing the Trust Company to deal 
with it as it thought proper. 

Q.—Again you are disregarding the 
dual position which I am trying to 
direct your attention to, and I want 
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just as a fact whether that dual posi- 
tion was considered and weighed and 
deliberated upon by you or not—I 
think you have said twice it was not, 
it is only the fact I want? A.—I 
cannot recollect that we sat down and 
discussed it, and yet I would not say 
we did not discuss it among ourselves ; 
I know that what I have said to you 
was in our minds. 

Q.—In your minds? 
mind at least. 

Q.—Will you go so far as that? A. 
—That we will take it to the Trust 
Company and the Trust Company 
could exercise its own wish in the 
matter. 

Q.—You won’t go so far as, how- 
ever, to say that you deliberated in 
your own mind about that, you were 
so satisfied with the merits of the 
proposition? A.—I was satisfied with 
the merits of the proposition. 

Q.—You were so satisfied that other 
considerations seemed to be of trifl- 
ing moment? A.—I do not know 
that I would say that. 


Q.—What do you say to it? A.— 
It would be the great element in any 
proposition you would take to your 
company how you felt the element of 
risk was very largely out of it; it 
certainly would. 


Q.—Would that and did it as a mat- 
ter of fact in your mind at that time 
over-shadow these other questions of 
morals, ethics? A.—I daresay the 
fact that we were convinced that it 
was a safe and excellent proposition 
weighed with us. 


Q.—Won’t you go further than that 
and say it so weighed with you that 
the other considerations were lost 
sight of? A.—No, I won’t admit to 
you that they were lost sight of. 


Q.—Do you want to modify the an- 
swer you made that they were not 
discussed? A.—I will put that an- 
swer this way, and that is as near 
as I can come to it, that I do not re- 
member any form ‘of discussion, yet 
I would be very loath to say it had 
not been talked over between us. 


Q.—You do not remember any dis- 
cussion either formal or informal as 
a matter of memory? A.—It is a 
long time ago, as a matter of memory 
I cannot say. 

Q.—You took it to your Board? A. 
—Yes. 

Q.—Was that the next stage in the 
matter that you laid the proposition 
before your Board? A.—That was 


A.—In my 


the next stage. 
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Q.—Who were present when the 
matter was laid before the Board be- 
sides you three? A.—That I can- 
not tell unless you turn up the min- 
ute; I know who was at the Board 
when the decision was made. 


Q.—I see here a minute of meet- 
ing held 8rd June, 1903, at 10.30 a.m. 
That antedates the two agreements of 
the 4th June? A.—Yes. 


Q.—So that although—I won’t at 
all criticize your answer, because it 
is quite possible the formal documents 
were not drawn—although the under- 
standing was, as you have stated, but 
at all events before the 4th June you 
see the matter had been brought be- 
fore the Board. Present were Oron- 
hyatekha, M.D., Sir John Boyd, Hon. 
George E. Foster, Matther Wilson, 
Colonel McGillivray and Colonel Da- 
vidson, the three of you were half of 
those present? A.—If there were six 
there three would be half. 


Q.—Sir John Boyd has said that 

he was told, and that he always un- 
derstood, that the gentlemen who 
were carrying the proposition before 
the Board were putting up their own 
money—you have heard him perhaps 
say—were you here? A.—I think he 
said that, I did not hear his testi- 
mony very distinctly, and I have only 
read it over in the paper afterwards, 
but if you say that is what his evi- 
dence was, I have no doubt of it. 
_ Q.—If you have any doubt about 
it we will turn up the record of the 
Commission ? A.—No, I have no 
doubt. 


Q.—What do you say to that, that 
it was always present to his mind, and 
he was a member ot the Board, that 
the gentlemen coming to the company 
for assistance had put up their own 
money? A.—I cannot explain his 
idea with reference to it; if he says 
that was his idea I should not dis- 
pute it, but what I will state is this, 
that in all the dealings of the Board 
that took place nothing was held back, 
every answer was made to every ques- 
tion that was propounded, and so far 
as I am personally concerned I never 
stated anything else than what was 
exactly the facts in the matter. 


Q.—According to the minutes you 
were the person who laid the proposi- 
tion before the Board? A.—Yes. 

Q.—You yourself did that? A.— 
Yes. 

Q.—Had you anything in writing, 
or was it just in wurds you laid the 
proposition before them? A.—TI im- 
agine simply verbally. 
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Q.—It was not in the shape of an 
application or anything of that sort 
written, but you think it was just 
verbally? A.—I could not say, but 
I should judge that it was simply ver- 
bally. 


Q.—This is what’the minute states, 
eliminating the second proposition, 
with the Eastern & Western Land 
Corporation: ‘‘The Manager laid be- 
fore the Directors two propositions 
for investment in land in the North- 
west, which were approved in prin- 
ciple; the first in reference to the 
New Ontario Farm & Town Sites Syn- 
dicate Land Company’’—that is this 
proposition, and the second in con- 
nection with something else—‘‘First, 
to loan to the New Ontario Farm & 
Town Sites Syndicate Land Copmany, 
Limited, capitalized at one million 
dollars, on the security of the lands 
and assets a sum of money not to ex- 
ceed $140,000, at a rate not to exceed 
6 per cent. per annum. The Union 
Trust Company is to have the option 
of taking fully paid up stock at par 
for the whole or any part of its ad- 
vances and interest thereon, and is to 
receive in addition as a bonus 2373 
shares $100 each par value of the 
paid-up capital stock of the company”’ 
—that is all there is about that. That 
was approved in principle—can you 
remember the discussion that took 


place, or was’ there any discussion? 


A.—I imagine there was a full dis- 
cussion of it, I cannot remember what 
it was. 

Q.—When you and Mr. Wilson and 
Mr. McGillivray were convinced of 
the desirability of any particular pol- 
icy and came to the Board to submit 
it and to advocate it were not you 
practically rulers there? A.—No. 

Q.—You have told me this morning 
that you never remember an occasion 
upon which your policy was overruled? 
A.—What? 

Q.—Do you remember any? A.—I 
told you this morning that? 

Q.—I may be mistaken, I will ask 
you now, and let us not waste time 
over this matter? A.—I would say 
exactly the opposite, that I do re- 
member times. 


Q.—When you three were satisfied 
of a proposition and the other three 
would not let it go through? A.—I 
dare say that it took place over and 
over again. * 

Q.—Do you remember any instance? 
A.—No, I cannot remember a parti- 
cular instance, but I remember the 
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general rule, Mr. Shepley, which you 
will allow me to state again. 

Q.—I think you stated that this 
morning, that does not affect the con- 
sideration I am urging upon you now? 
A.—Very well. 

Q.—You were the General Manager 
of the company? A.—I was. 

Q.—It was your duty, as General 
Manager, to be ready upon questions 
of policy with a policy? A.—I was. 

Q.—And you did not fail in that 
duty at any time? A.—I made my 
presentations as best I could. 

Q.—And you never presented a pro- 
position that you were not satisfied 
with yourself? | A.—I would not, no 

Q.—You never did. Mr. Wilson 
took an active part always in these 
Board meetings and in the transac- 
tions themselves? A.—Certainly. 

‘Q.—And so did Colonel McGull4- 
vray? A.—Yes. 

Q.—What does this resolution mean, 
did you keep the minutes? At 
kept the minutes. 

Q.—You probably will be able to 
tell me what this means when it says 
“This proposition was approved in 
principle?” A.—That to my mind 
would mean that the Board at that 
discussion approved of “the principle 
of making a loan, but as to the con- 
dition no conclusion had been come 
to. 

Q.—The proposition was definite 
enough? A.—Yes. 

Q.—The money not to exceed $140.- 
000 at 6 per cent., and the Union 
Trust Company to have this option? 
A:—Yes. 

Q.—Had you discussed this propo- 
sition with any of the individual 
members of the Board other than the 
three of you before the meeting that 
you can recall? A.—I cannot recall 
that I did. 


Q.—Was that a thing that frequent- 
ly was done? A.—Very often a mem- 
ber of the Board or two members of 
the Board would happen into the 
office and if I had any proposition on 
hand I would talk it over with them 
informally, make them acquainted 
with it. That was, I was going to 
say a daily occurrence, but it was a 
frequent occurrence, as is natural. 

Q.—What you say is the principle 
of lending money on North-West lands 
was approved, that is lending money 
to the New Ontario Town & Farm 
Sites Syndicate? A:—~Yes, to that 
particular proposition. 

Q.—Can you recall whether at that 
meeting you discussed your own per- 
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sonal interest in the proposition, or 
that of Mr. Wilson or that of Mr. Mc- 
Gillivray? A.—I think that when the 
proposition was placed before these 
gentlemen it was placed before them 
exactly as it was. 

Q.—I am looking at the minutes, 
there is no statement on the minutes 
here that the General Manager and 
two of the directors are personally in- 
terested in the property upon which 
the loan is requested, and I just want 
to know whether that was mentioned 
and discussed, if you recall? A.—It 
was both mentioned and well under- 
stood and discussed. 

Q.—At this meeting? 
no doubt about it. 

Q.—You remember it as a matter 
of memory? A.—I cannot remember 
as an individual circumstance, but I 
have no doubt about it. 


Q.—But you do not recall it as a 
matter of independent recollection ? 
A.—No. 

Q.—Who was ‘it, because you have 
not told me that as being part of the 
plan up to the present moment, who 
was it suggested this option of turn- 
ing the advances into capital stock? 
A.—That I do not know, I do not re- 
collect. 


Q.—Was that part of the plan which 
you took there to submit? ArT 
should be inclined to say it was not, 
because when we three took this pro- 
position up with an idea of taking it 
before the Board our idea so far as 
I can recollect was a simple loan for 
the first payment, then it is probable 
that the way that came out in the 
discussion of it, the question was put, 
well, either a loan for part or the 
whole or stock for part or the whole 
or an option and that in the course 
of discussion that was brought out; 
I think that was it. 

Q.—You think that was the course 
of the discussion at that Board meet- 
incr, MA. Yes, 

Q.—It is-put there in the minute 
as part of your proposition? A.-— 
That may be, but I feel clear on that 
point, that our original idea was 
simply for a loan for the one payment. 

Q.—I understand that was vour orl- 
ginal idea, but can you be clear that 
had not become modified by the time 
you came to this meeting? A.—I 
do not think it had. I would sav that 
that probably arose during the dis- 
cussion of the proposition, 

Q.—Did anybody suggest any objec- 
tion to that as a matter of principle 


A.—I have 
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having regard to the relationship of 
you three gentlemen to the company? 
A.—So far as I recollect with refer- 
ence to that the question was raised 
as to whether it was a transaction in 
which the Union Trust Company could 
take a part and make this invest- 
ment, and that on that part of the 
question it was referred to Sir John 
Boyd and Mr. Wilson to look into the 
legal phases of the matter and give 
us their opinion. 

Q.—That does not appear upon this 
minute? A.—I don’t know. 

Q.—Do you recollect your discussion 
just as you have stated it, it was a 
discussion as to the powers of the Un- 
ion Trust Company? A.—Yes. 


Q.—That is not at all what I have 
in my mind, or what I am directing 
my question to; as directors for reas- 
ons which we have discussed already, 
you would have a voice in saying 
whether the option should be exer- 
cised to take the stock or leave it 
alone? A.—We would have a voice, 
and theoretically we would have an 
influence in determining it, but prac- 
tically I want to repeat what I have 
repeated before, that in no single in- 
stance that I recollect of did we de- 
part from the rule that we would take 
no investment with which the Forestic 
part of the directors were not agreed. 

Q.—Again we have got a little away 
from the point, I am not talking 
about it as a question of investment, 
I am talking about it as a question 
of principle, theoretically you say you 
have a voice, practically you say your 
good habits prevented you from exer- 


cising that voice at any time to the- 


prejudice of the company? A.—I 
would not put it on the ground of 
good habits, I would put it— 


- Q.—You say that the power that was 
susceptible of abuse was not abused in 
this case? A.—TI absolutely say that. 

Q.—You agree then it is a power 
which is susceptible of being abused? 
aed 0. 

Q.—Did you discuss at this meet- 
ing or at any time with reference to 
the option? A.—I cannot recollect 
the particulars of the discussion, that 
is absolutely impossible for me to do, 
but I should say that that question 
was taken up with other questions 
in the general discussion, which was 
a prolonged discussion, it was thought 
of over and over again and discussed 
over and over again. 

Q.—The question of the power of the 
company was discussed and Sir John 
Boyd thought the company had power 
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to enter upon it, everybody consented 
and knew all about it? A.—Yes. 


Q.—I am not at all concerned now 
with the question of the power of the 
company, I am talking about a mat- 
ter in which I assume the company 
has full power, I am speaking of the 
directors who may be interested in one 
event in inducing the Board to elect 
one way and in another event in- 
ducing it to elect another way? A.— 
Theoretically that is undoubtedly true 
and abuses might occur, but such was 
the principle of action and the peculi- 
arity of this organization that the 
general rule that I have spoken of was 
implicitly obeyed. 

Q.—There is just one other feature 
that I want to ask you about in this 
minute, it is quite clear by the min- 
ute that the propgsition to the Trust 
Company was that for its generosity 
in lending, for its confidence in the 
proposition by advancing up to $140.- 
000 at 6 per cent. it was absolutely 
to own 337 shares of paid up stock? 
A.—That does not appear, I think, in 
the 

Q.—In the minute? A.—In the tran- 
saction. 

(j.—This is the minute: ‘‘The Union 
Trust Company is to have the option 
of taking fully paid up stock at par 
for the whole or for any part of its 
advances and interest thereon, and is 
to receive in addition as a bonus 2373 
shares of $100 each par value of the 
paid up capital stock of the company? 
A.—That is right. 

Q.—It does appear in the minutes? 
A.—I understood you to say 337. 

Q.—I dare say I did? A.—That was 
our only point of difference, but with 
regard to the 2374 shares— 

Q.—This is not dialectics at all, we 
are trying to get at what the facts 
were; ‘2371 shares of $100 each par 
value of the paid up capital stock 
of the company’’—was to become the 
absolute property of the company? A. 
—Absolute. 

Q.—This was followed by the con- 
veyancing we have seen? Aj.—In the 
document of the 22nd June. 

Q.—What was to ‘become of the 
other stock at that time, was it in- 
tended that the Supreme Chief Ranger 
should have some shares? A.—It was 
not as far as I am concerned. 

Q.—That was not contemplated? A. 
—No. wv 

Q.—It was contemplated that Sir 
John Boyd should get a thousand dol- 
lars of stock? A.—Yes, ten shares. 
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Q.—That he should get that as a 
bonus? A.—Qualification for director. 

Q.—It was a bonus advance—he was 
not to pay? A.—No, it was our stock, 
he was given that stock, ten shares, to 
qualify him as a director. 

Q.—Did Colonel Davidson get any 
equivalent advantage? A.—He did not 
belong to it. 

Q.—Was he getting some advantage 
otherwise out of the Union Trust Com- 
pany, was he connected in a way that 
gave him an advantage with the Kam- 
loops Company? A.—Oh, no; there 
was no question of saw-off or com- 
pensation. 

Q.—I am not putting it that way, 
did he have a salary from the Kam- 
loops Company? A.—He was a direc- 
tor of the Kamloops Company and re- 
ceived directors’ fees, so also was I. 


Q.—But there was no idea that the 
doctor should have any share at that 
ue in your mind at all events? A. 
—No. 

Q.—Had you announced as part of 
the scheme this giving of the quali- 
fying stock in the land company? A. 
—Yes. 

Q.—That was discussed? A.—It is 
so set out in the document. 


Q.—It is set out in the document 
which was prepared, but it is not set 
out in the minute; that you say was 
discussed; then the next minute was 
after the agreement of the 22nd June, 
at that time all these rights had been 
settled in the formal agreement of 
‘the 22nd? A.—Yes. 


Q.—We will just sum those up for 
a minute before we go on; you had 
control—I mean by you the three of 
you—had control subject to your get- 
ting rid of the pre-existing rights of 
the old shareholders in the new On- 
tario Town Sites, you had control of 
how much of the stock? A.—The whole 
of the stock was one thousand shares; 
five thousand shares went to the ven- 
dors as their advance in price as the 
lands went into the company at $5.00 
per acre instead of $4.50; ten thou- 
sand went to the gentlemen with whom 
we agreed 


Q.—You are getting a little in ad- 
vance of me—that is hardly accurate 
is it, because this Pope & Fowler syn- 
dicate were getting fifty thousand be- 
sides? A.—I am taking the whole of 
the advance stock at fifty cents, which 
made, as a rough calculation on the 
200,000 or thereabouts, made one thou- 
sand shares, now the advance price 
that went to Pope & Fowler was not 
to come out of the company, it was 
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to come out of that stock that we 
owned. 

Q.—That is 50 shares? A.—Yes, 
that left 950 shares. 

Q.—I am first trying to get what 
the constitution of your company was 
at that time; there was fifty thousand 
of stock paid up and in a sense bonus 
stock, though in another sense not, 
but fifty thousand for which no 
money had passed to the original 
holders of the option? A.—Yes. 

Q.—They got or were to get $150,- 
000 in cash besides treating it as a 
$200,000 block? A.—Yes. 

Q.—Your syndicate were making the 
fifty cents on the dollar? A.—With 
the exception of five thousand. 

Q.—With the exception of the fifty 
shares or five thousand dollars which 
was to go to the vendors? A.—And 
with the exception of what we had to 
pay for rights, charter, etc. 

Q.—You had $95,000 of stock that 
you could do as you pleased with? 
A.—No. 

Q.—Subject to getting rid of the 
prior title? A.—Subject to agree- 
ment. 

Q.—This arrangement of the 22nd 
June probably sums up the situation 
very fully; you have agreed ‘‘to pro- 
cure, or procure to be allotted,’’ etc. 
(Reads.) ‘‘—parties following, that is 
to say: To the owners 445 shares, re- 
presenting $44,500’’—that is the own- 
ers mean you three? A.—Yes, that 
is 445 shares which is 30 less than the 
half share, the other thirty having al- 
ready been allotted to or were being 


-allotted to us as directors, making 


475 shares. 

Q.—Then to yourself 173 shares or 
$1,750—why 173 to you when Mr. Mc- 
Gillivray and Mr. Wilson each got ten? 
A.—Each had a separate allocation of 
ten shares, to make up the thirty which 
added to the 445 was the 475, that 
is one half share of the ninety-five 


’ thousand; that left seven and a half 


the property of Mr. Wilson, myself, 
and Mr. McGillivray, and to avoid 
divisions that was set off to my name. 

Q.—On a trust? A.—No sir. 

Q.—Beneficially? A.—Yes. 

Q.—That is to avoid divisions you 
got seven and a half shares more than 
either Mr. McGillivray or Mr. Wil- 
son? A.—Yes, that was only a little 
thing. 

Q.—Mr. McGillivray ten, Matthew 
Wilson ten, to the nanker 2374—that 
is to the trust company? A.—Yes. 

Q.—To the doctor ten thousand? 
A.—Yes. 
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Q.—Some time between this meet- 
ing held on the 8rd June and this 
22nd June when this document was 
prepared, the doctor had been brought 
upon the scene, tell me about that, 
what was the origin of that—ypu have 
said you had no idea of anything of 
the kind at the time of the meet- 
ing? A.—My recollection of that is 
simply this, we set out with 2374 
shares as the amount which we would 
give to the banker; that was in the 
proposition that first minute you read. 
That was all we intended to give the 


banker as a consideration for making. 


the loan according to the agreement ; 
that left when these others were ap- 
portioned one hundred shares, which 
was 100 shares of course of the stock 
belonging to Mr. Wilson, Mr. McGilli- 
vray and myself. The suggestion was 
made that those should be put in the 
name of Dr. Oronhyatekha, 

Q.—Who made the suggestion? A. 
—Well, so far as I can recollect it was 
the doctor himself. 

Q.—Any reason stated? A.—No 
reason stated that I remember of. 


Q.—Was it supposed to be benei- 
cially vested in him? A.—I do not 
know how it was supposed to be vested. 

Q.—How did you suppose it would 
be? A.—I suppose if I had any sup- 
position about it that it was 100 shares 
of stock set aside to the doctor’s name 
to be used as he thought fit. 

Q.—You thought he would have a 
beneficial interest in it, and could do 
as he pleased with it? A.—Could do 
as he pleased with it to a certain ex- 
tent. 

Q.—What do you mean to a certain 
extent? A.—What I mean is that no 
consideration passed for that. We did 
not have to give it to the banker be- 
ceuse the banker got his 2374 shares; 
we did not receive any money for it, 
and there was no consideration of any 
kind; it was simply placed to the 
doctor’s name and remained there; 
that is all I can tell you about it. 

Q.—You can tell me whether you at 
that time so far as you are concerned 
expected and intended that they 
should be his shares beneficially, or 
was he holding them in trust for any- 
body? A.—I did not expect they 
were to be kept by himself. 


Q.—For whom did you think he 
would hold them? A.—I did _ not 
know. 

Q.—You did not know he would 
hold them for yourself and Mr. Mc- 
Gillivray and Mr. Wilson? A.—No, 
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certainly, I did not think he would 
hold them for anybody but himself. 

Q.—You have said a moment ago 
you did not expect he would hold 
them for himselfP A.—For himself, 
as I said before, to be given as he 
pleased. 

Q.— What I am anxious to find 
oats if you will enlighten me, Mr. 
Hoster, 1s this; you did not su ose 
he was holding them at all in ey 
for you and your associates, did you? 
A.—Well I did not know why or how 
he was holding them; I simply know 
this as a fact, that they were set 
apart to his name. 

Q.—Did you think that you would 
at any time have any right to call 
upon him to give them up? A.— 
Well i do not know that I thought 
about it at the time particularly. 

Q.—With what idea in your mind 
did you assent. to his getting these 
sae shares? A.—Well I simply 
assented to their bein ] 

Pa requested. ia tlie ane 
-—With what idea? A — 
particular idea. Aveo 
ohare had no particular idea? 
peace ie you a general idea? 
A.— o not know th 
general idea. ae i rr Dead 

Q.—Did you give awa 
y your share 
in $10,000 of stock without thinking 
anything about it at all? A.—Well 
it went in that way. 


Q.—Did you do it without thi 
e t 2 
ing about it? A.—I do not eee 

uno very much about it. . 

-—Can you not tell us } 
than that? A.—No I becarace pars 
Q.—Did you want the Doctor’s 
good will? A.—The Doctor had as- 


_sented tothe proposition before that. 


Q.—Without the $10,000 in it? 
A.—Yes. ; 
Q.—Then I ask you, did you as- 
sent because you were desirous of 
his good will? A.—I do not know 
that I thought about it at all. 
Q.—It was a request that he made 
to which the three of you yielded. 
There 1S an expression which I dis- 
like to use, but it conveys the idea 
better than any other. Were you 
held up by the Doctor? A.—I did 
not look upon it in that way. 
Q.—Did you look upon it that the 


Doctor was looking for some per- 


sonal benefit for himself? A.—I did 
not. 
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Q.—Whom did you expect he in- 
tended to benefit by taking these 100 
shares? A.—I did not know. I did 
not inquire. I did not make any 
comment about it. If 1 had any 
idea at all I should suppose my idea 
would be this: that in some way he 
intended to use it for the benefit of 
the company. 

Q.—For the benefit of the com- 
pany? <A.—yYes, but there was no 
contract in any way, shape or form 
as to any service that was to be per- 
formed by him for it, but if I had 
any opinion at all, that would be the 
opinion that I would have. 

Q.—Your idea would be that the 
doctor would be holding it for the 
benefit of the company? A.—The 
benefit of the company in some way. 


Q.—But without . any _ recourse 
against him if he kept it himself 
and put it in his own pocket? A.— 


I do not think I thought of that. 


Q.—At all events you had not the 
idea, and I want, if you please, that 
you will say so clearly, you had not 
any idea that he was holding it for 
the benefit of the three of you? That 
idea did not cross your mind at all? 
A.—Well I do not know particularly 
that I had. 

Q.—Had you even generally an 
idea that he was getting these hun- 
dred shares to hold them in trust for 
you three? You had no such idea as 
that surely? A.—I had no idea de- 
finitely that he was doing it for 
that. I think I may have had an 
idea like this, that in some way they 
were to be used for the benefit of 
the company. If they were not so 
used for the benefit of the company 
that they should &o back to the ori- 
ginal owners. 

Q.—Nothing of that sort of course 
was said? A.—Nothing of that sort 
was said. I think that was an idea 


Q.—Did the Doctor speak to you 
about it? Was it upon you that iis 
request was made? A.—No no. 

Q.—From whom did he request it 
that you understood? A.—He sim- 
ply made that as a suggestion to the 
Board. 

Q.—That 100 shares should be vest- 
ed in him? A.—That a hundred 
shares should be put in his name. 

Q.—Then Sir John Boyd a thou- 
sand; that was to qualify him as a 
Director, as you have said, of the 
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Great West Land Company? A.— 
Yes. 

Q.—And the Hon. Robert Rogers 
another thousand dollars? A.—Yes, 
the same way. 

Q.—And George Scholfield another 
$1,000. That was in the same way? 
A.—Yes. 

Q.—Then I think Sir John Boyd 
and Mr. Scholfield subscribed be- 
sides for stock for which they were 
to pay? A.—They did. 

Q.—And I think they were the 
only people who did? A.—yYes. 

Q.—Was that the result of any 
discussion or conversation that you 
had with anybody? A.—As to the 
suhserintions ? 

Q.—What understanding had you as 
to the reason why these gentlemen 
bought into the company when no 
other person had done so? A.—Well, 
I think it was understood that whilst 
ten shares each were given as qualify- 
ing stock, that they should also each 
subseribe for 40 shared. 


Q.—That does not seem to have 
applied to the Hon. Robert Rogers? 
A.—Well, I think it doas apply to the 
Hon. Robert Rogers yet. His stock 
has not been sent to him and he has 
yet the option of subscribing for 40 
shares of stock under that understand- 
ing. I do not say that if he did not 
that we would deprive him of that 
stock. 

Q. Not as things are now, certain- 
lpr nn ieNo. 

Q.—Is there any option outstanding 
which people could come in and take 
up? <As—Nothing. 

Q.—And there is no intention to 
admit the public at all now? A.—No. 
_ Q.—TI should like you to tell me why 
1t was suggested. that in addition to 
the thousand dollars of qualifying 
stock these three gentlemen—I will 
put the whole three now—thase three 
gentlemen should be required to sub- 
scribe and pay for 40 shares each? A. 
—May be I put it too strong if I say 
it was an actual requirement, but that 
was discussed, and that was the under- 
standing, that they would subscribe for 
40 shares each in addition to the ten 
shares that they got as qualifying as 
directors. 

Q.—What reason can you suggest, if 
you can suggest any for it, either by 
reason of what you had in your mind 
then or by reason of anything that 
you can suggest nowP A.—Oh, I 
suppose it was the idea that these 
gentlemen should subscribe as well as 


INSURANCE. 2559 


SESSIONAL PAPER No. 66 


79th day, October 3, 1906. 


receive a bonus stock. I suppose that 
was the understanding. 

Q.—Then I am asking you what you 
can suggest as a reason for having 
them do so. You did not need the 
money? A.—Why?P 

Q.—You did not need the money 
with the Union Trust putting up for 
all you needed? <A.—QOh well, we 
would like to have stock subscribed. 

Q.—You did not want to let the 
public in to eat up all the profits. I 
want to know if you can tell me why 
it was thought these three gentlemen 
ought to put up $4,000 a piece when 
nobody else was doing it? A.—Nobody 
ekse got ten shares of bonus stock. 

Q.—No, some of you got a good deal 
more? A.—Yes, which was ours by 
right, 

Q.—Do you put it this way; that 
they were allowed to have the bonus 
stock in consideration of ‘subscribing 
for 40 shares which they were to pay 
up? A.—That was the understanding, 
that they would subscribe for that. I 
do not say that it was an absolute 
understanding. I do not think that it 
was so put. 

Q.—Well then, Shaw, Murray, Kidd, 
Vandusen, Dale and Dinnock got a 
hundred shares between representing 
$10,000? A.—According to the divis- 
ion they arranged among themselves. 

Q.—And Pope and Fowler got the 50 
shares you have told me about out of 
the $100,000? A.—In trust. 

Q.—That makes the whole $100,000? 
A.—yYes. 

JUDGE MacTAVISH: In trust, you 
say? A.—In trust, yas. They acted 
for the syndicate. They held that 
stock for the syndicate. 

MR. SHEPLEY: I notice that Col. 
Davidson is not brought into this, nor 
us Mn. Stevenson. Was that the re- 
sult of any discussion? ‘A.—I do not 
remember. 

Q.—Why were they left out? A.— 
Oh well, many were left out. We can- 
not all be taken in. 

Q.—You and McGillivray and Wil- 
son and the doctor and Sir John Boyd 
were all directors of the Union Trust 
Company. You were allin? A.—yYas. 

Q.—Why was Davidson left out? A. 
—Oh, I do not think there was any 
reason at all. 

Q.—No discussion? A.—No. 

Q.—Why was. not Mr. Stevenson 
taken in? A.—I do not think there 
was any discussion about that. 

Q.—You do not recollect or recall 
any discussion about it? A.—No. 


Q.—Then let me see: exclude for a — 


moment any stock issued in respect of 
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the banker’s advances, and you _have 
altogether $150,000 of stock and $8,000 
—that is $158,000. Is that right up 
to this point? A.—Just give the 
shares. We had 475 shares. 

Q.—You had 445 shares? At.—And 
thirty. 

Q.—And 30 and 74? A.—482}. 

Q.—Then there was 2873? A.— 
Well, that is all we had. The first 
mentioned figures were all we had. 

Q.—I have taken it commencing with 
the other end; there was $50,000 to 
Pope and Fowler and $100,000 to you, 
out of which Pope and Fowler got 
$5,000?  Ai—yYes. 

Q.—That xs $100,000 and the $8,000 
subscribed by Sir John Boyd and Mr. 
Scholfield? A.—Yes, $4,000 each. 

Q.—That is $158,000 of stock of 
1,580 shares. Do you assent to that? 
A.—If your arithmetic is all right 
that is correct. I know that we had 
475 shares plus 74. That would be 
48234. That is all that we had, and it 
might be just in order to say that 
that was not practically all the stock, 
as I see in error it has gone forth 
that we own practically all the stock. 

Q.—I am speaking now about the 
stock other than the stock which was 
taken for advances by the Trust 
Company. Then I come to the next 
minute upon the subject, which is 
the day following that agreement, 
the 23rd June, and I see that Messrs. 
Boyd, Wilson, Foster and Davidson 
are those who were present. ‘‘The 
General Manager reported that as 
instructed by the Board he had com- 
pleted arrangements with the New 
Ontario Farm and Town Site Com- 
pany for the transfer’? (Reads min- 
ute,) down to the words ‘‘advances to 
be limited to $140,000.’’) Well then 
the matter came up next on the 9th 
July apparently, and there were 
four of you present on that occasion, 
the fourth being Col. Davidson. You 
remember the,agreement being then 
submitted and discussed, and _  ap- 
proved? A.—TI do not remember. 

Q.—I will read you the minute: 
“The General Manager reported the 
agreement between Messrs. Pope and 
Fowler and the New Ontario Syndi- 
cate whereby Pope and Fowler con- 
veyed directly to the Syndicate in- 
stead of to Foster, McGillivray and 
Wilson.’’ (Reads minute.) That was 
all to prevent circumlocution? A.— 
Yes. 
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Q.—This agreement was uNanim- 
ously approved and adopted. Then 
you submitted a form of assignment. 
That is the end of that minute. I 
suppose you would assent to the theo- 
- retical possibility of abuse, having 
regard to the fact that three .of the 
four Directors were personally inter- 
ested? A.—It is possible. 

Q.—Then you changed the name of 
the company to the Great West Land 
Company? A.—Yes. 

Q.—Was there anything beyond 
convenience in changing the name? 
The other company had a frightfully 
long name, and the Great West Land 
Company was a short name? A.— 
The other name did not seem to be 
appropriate to North West Land. 


Q.—You had spread a good deal 
out of New Ontario? A.—Yes, it 
was not developed then as it is now. 

Q.—A matter which probably did 
not occur to you—after all I would 
like to know—were you at all con- 
cerned as to whether the charter of 
the old company permitted it to 
deal with lands in the.North West? 
A.—I do not think there was any 
change made in the charter. I think 
the only change that was made was 
the change in name. 

Q.—That is what I think too. But 
the charter was an Ontario charter? 
A.—Yes. 

Q.—You do not recall any discus- 
sion as to whether under that charter 
you could traffic in North West land? 
A.—I fancy the legal gentlemen look- 
ed after that. 

Q.—You do not recall it being sub- 
mitted to anybody for an opinion? 
A.—I do not remember, although the 
change in charter—I do not know but 
what I do recollect now. The change 
in charter was entrusted to Mr. 
Curry who was to get it, and I think 
he had instructions to see if we had 
sufficient powers in the old charter, 
and if we had not, to get sufficient 
powers in the new. 

Q.—That is what you recall? A.— 
Yes. 

Q.—Do you recall a meeting in 
March, 1904, in which the option was 
exercised to take stock? A.—I know 


there was such a meeting. I believe - 


that was the date. 

Q.—There were present at that 
meeting Sir John Boyd, Messrs. Mc- 
Gillivray, Wilson, Col. Davidson and 
yourself? A.—Yes. 
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Q.—What led up to the exercising 


- of the option ‘at that time? A.—I 


cannot tell you any more than was 
told by Mr. Stevenson in his evi- 
dence. Mr. Stevenson 
Q.—You agree with what he stated 
about that? A.—I agree with what 
he said about that, I think it is ex- 
actly as he stated it. 
_Q.—Perhaps we need not waste 
time over that? A.—No; and that 
meeting was held, and that resolu- 
tion was passed in accordance with 
the agreement we had made with 
Mr. Stevenson as to the advisability 
of that, simply to carry out what 
had been requested. 


Q.—Then do you recall the  cir- 
cumstances leading up to the altera- 
tion in the option, and the reverting 
to the position of lender? A.—Gen- 
erally, yes. 


Q.—Tell us about that from your 
own standpoint? A.—Matters went 
on under the power, the option that 
the Union Trust Company had to 
take stock for its advances until 
Mr. Stevenson raised the point as 
to whether this partnership and ar- 
rangement as it existed between the 
Union Trust Company and the Great 
West Land Company was one that 
ought to be allowed to go on, and 
his ideas were very strongly expressed. 

Q.—What was the ‘underlying sub- 
stratum of principle that he was urg- 
ing? A.—Yes, I am going to say. His 
idea was very strongly expressed on 
this line, that we should put the ad- 
vance in the shape of a loan pure and 
simple, and not any longer be a par- 
ticlpator or partner in the matter, 
which involved the giving up of stock, 
and the calculation of all advances, 
interest, and the like of that,. putting 
it in the shape of a first mortgage, 
and taking that on behalf of the Union 
Trust Company, and getting entirely 
out from any participation in the com- 
pany on any other line except that 
of a pure, straight loan. 

Q.—Now, then, I have not yet got 
to what I am desiring to get at. What 
was the reasoning upon which he ad- 
vanced that principle? A.—As I un- 
derstand it the reasoning was this, 
that it was a better investment, and 
certainly a better looking investment 
for the Union Trust Company to have 
a straight loan than to be in a com- 
pany in a controlling position or 
otherwise. I think his objection was 
simply on the line of subsidiary com- 
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panies, that he desired to get rid 
of holding this as a subsidiary com- 
pany, and having it in the shape of 
a straight loan. 

Q.—He was rather critical of the 
appearance of that class of invest- 
ment? A.—He did not like it. 

Q.—He said he thought it was a 
better investment, and certainly a bet- 
ter looking investment? <A.—Yes. 


Q.—He was rather looking at the 
matter from a critical standpoint of 
architectural beauty? A.—No, I 
think he had both ideas in his mind, 
not only a better looking investment, 
but under the circumstances he be- 
lieved that it would be a better in- 
vestment. I think his own testimony 
is clear on that. 

Q.—Was there any discussion that 
you recall with regard to criticisms 
that had been passed more recently 
with respect to that class of invest- 
ment and subsidiary companies? A. 
—No, I do not recall any. 


Q.—Then the matter was put on 
that footing? A.—It was put on that 
footing. 

Q.—And on that footing it still re- 
mains? A.—Yes. 


Q.—I have only one or two other 
questions to ask you about the Great 
West Land Company, and I want you 
to go back again to the origin of the 
company. The origin, of course, was 
the obtaining of the option by Pope 
and Fowler from the Canadian Pacific. 
They, I suppose, were sanguine them- 
selves about it? A.—Pope & Fowler? 

Q.—Yes? A.—Oh, I think — they 
imagined they had a good option. 

Q.—Did they put forward as advan- 
tageous features in the first place the 
advantageous price at which they had 
got the option? Did that come in at 
all? A.—No, that did not come in at 
all naturally, because they placed 
their price upon it, and the only sub- 
ject of discussion between us was as 
to what price we would be willing to 
pay. 

Q.—Did you hear from them, or in 
any other way that the lands were 
being held at the time they got this 
option—held at first hand, by the 
Canadian Pacific at $5 an acre? A.— 
What is the question? 


Q.—Did you hear from them or 
, otherwise that at the time they got 
the option the lands had actually been 
held at first hand by the Commissioner 
of the Canadian Pacific at $5 an acre? 
A.—I did not. 

Q.—You did not hear that? A.— 
No. 
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Q.—You did not hear what any of 
them say they had secured at head- 
quarters a reversal of the Commis- 
sioner’s refusal? A.—I had no know- 
ledge of it at all. 

Q.— Did you _ interest yourself 
enough to find out at what figure 
the lands had been held prior to their 
getting the option in the Commis- 
sioner’s ofice? A.—I did not, in re- 
spect of those lands. 

Q.—Then you spoke a moment ago 
of the fact of a railway being pro- 
jected there adding to the value of 
the land? A.—Yes. 


Q.—Did you hear what was stated 
individually to Mr. Fowler and to Mr. 
Lefurgey that we heard the other day? 
Did you hear that at any time? A.— 
That excursion round the North West? 


Q.—And about their getting secret 
information in advance of the loca- 
tion of the Canadian Northern? A.— 
I heard of it. 


Q.—Had you ever heard it before? 
A.—Never. 


Q.—Then one other subject in con- 
nection with the Great West Land 
and I think I shall stop troubling you 
about that. What alteration has there 
been, or what alterations in the hold- 
ing of stock since the synopsis was 
made up? A.—The holdings are all 
set out in that book. J have not it 
in my head. 

Q.—Now originally you had 173 
shares. I take your name first because 
it is the first one here? A.—Yes. 


Q.—How was the $44,500 paid? 
That was 445 shares. How was that 
distributed between the three of you? 
A.—Equally. There may have been 
on account of the division some frac- 
tion, but if there was that was put in 
trust, but it strikes me that in the 
whole of the division that that has 
worked out so that there are no frac- 
tions, and none held in trust, although 
T am not quite certain about that. 


Q.—That would be 148 2-3 shares 
apiece? A.—One-third. 

Q.—I find that you are the holder 
of 10 shares, 155 shares, 10 shares, 113 
shares, 14 shares, and in trust one 
share and a fifth, or a total of 303 1-5 
shares. Tell me how you have in- 
creased your holding? A.—My hold- 
ings are increased by 10 shares—this 
is the third—148 1-3? 

Q.—Yes. A.—Well, 10 shares, That 
is my director’s stock—added to the 
other. 

Q.—That is the first ten? A.—Yes. 
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Q.—That corresponds with 10 of the 
174? A.—yYes, and the 74 that has 
been accounted for. 

Q.—Well, it is not accounted for in 
the certificates that now existP A.— 
It must be in the addings up and the 
divisions. The certificates cover it all 
unless there may be a share and a 
fraction, or something like that, held 
in trust. 


Q.—Then you have 155 instead of 
148? A.—Yes, and if you add 7 to 
148 it makes 155, and then a fraction 
of the half and a third—may be the 
fractions are put together and held 
in trust some way. However, that is 
how it comes, whatever you find there. 
It arises out of that. 

Q.—Then there is another’ ten 
shares? A.—That is ten shares which 
you will find transferred from Pope 
and Fowler belonging to them and 
transferred to me; which I bought and 
paid for. 

Q.—What did you buy at? A.—I 
cannot tell what I bought at, but a 
substantial sum in cash. 

Q.—Then the 1138? A.—That 118 is 
a third of the 3374 shares, probably a 
fraction off, put on to the other frac- 
tion, to be held in trust. 

Q.—Then the 14, what is that? A. 
—I understand what that is. That 14 
is a third share of one-half of the 
stock taken as payment on the second 
batch of lands that were bought for 
Pope and Fowler. They were turned 
into the company at $5 the same as 
the other, and the price to us wag 
$4.50, and the difference in the stock 
was transferred to us by Pope and 
Fowler. 

Q.—That wais an additional acreage 
transferred to the company by Pope 
and Fowler out of the same selection, 
was it? A.—No. i 


Q.—Out of the same area? A.—No. 
Well, it was in proximity, but quite 
a distinct part, an entirely distinct 
piece of land sso far as I know—-so said 
to be by Pope and Fowler themselves. 

Q.—At all events that was your 
share of that? A.—That was my share 
of that. 

Q.—Then 1 1-5 in trust is adjusting 
the fractions? Al.—That is the dif- 
ferent fractions that could not be 
divided and were put in trust. 

Q.—And you are holding them 
Shien McGillivray, Wilson and my- 
self. 

Q.—Mr. Wilson's holding is 380 
shares? A.—His holding is made 380 
shares by virtue of divisions equivalent 
with my own plus ‘stock that he 
bought. 


l6la 
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Q.—From whom did he buy stock? 
At.—The records will show. He bought 
really, I think, all the holdings of that 
syndicate? 

Q.—That is the old town site syndi- 
cate? A.—Maybe not all of the hold- 
ings, but most of them. 

Q.—You do not know what he paid, 
I suppose? A.—I do not. 

Q.—And Mr. McGillivray’s A. 
—A division of those thirds. 

Q.—McGillivray’s thirds are just 
what yours would have been if you 
had not acquired any other? A.—Yes. 

Q.—Mr. Curry still holds his five 
Shares? A.—Yes. 

Q.—And then there are the original 
five shares belonging to the old incor- 
porators? A.—Yes. 

Q.—Then the six directors other 
than you three selves, 10 shares each, 
then Pope and Fowler? A.—In trust 
550 shares. 

Q.—I make it from the record 520 
shares in trust—580 shares? A.—6520 
shares in trust, because 30 shares were 
taken out to qualify Pope, Fowler and 
Lefurgey as directors, although they 
were really held in trust, yet 10 shares 
were given to each one of them. 

.—You are not aware of what that 
trust is, I suppose? A.—It is held 
for the syndicate, whoever that may 
be, and not distributed. 

Q.—Have you any other interest 
than is disclosed upon the stock-book, 
any other beneficial interest in this 
company? A.—Other than disclosed on 
the stock-book ? 

Q.— Yes? A.—No. 

Q.—Are you interested in the Pope 
and Fowler Syndicate to any extent, 
or to any degree? A.—To no extent 
and to no degree, never was. 

Q.—You have never been interested 
in that, good, bad or indifferent? A. 
—No, never was in the Syndicate, 
never had anything to do with the 
selection of lands, and never had any- 
thing to do with it. The first I knew 
about it was when it was brought be- 
fore that Ontario Town Site Syndi- 
cate as I stated to you. 


Q.—Can you let me have that pa- 
per we spoke about? A.—I will see 
that you get it in the morning. 

Q.—Before you go, what papers 
have you here? A.—I have a replica 
of the papers you have been discus- 
sing this afternoon. 

Q.—Have you any objection to 
leaving them with me? A.—You 
have them all. I got them from Mr. 
Tilley. He has made copies of them 
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all, and he just gave me back these 
the other day. These are some of 
my own memoranda which I do not 
care to part with. 

Q.—Having nothing to do with 
this? A.—No, I brought some notes 
to refresh my mind on the matter. 

Q.—But these are not agreements 
you have here? A.—No. 

Q.—Unless they are private notes 
you have made to refresh your mem- 
ory I should like to have them? A. 
—Well, they are. 

Q.—I will accept your word when 
you say that? A.—yYes, I could show 
them all to you. 

Q.—But you have so many of 
them—they are very voluminous? A. 
—I have not so many as I might 
have. 


(Commission adjourned at 4.30, Oc- 
tober 3rd till October 4th, at 10.30 


a.m.) 


EIGHTIETH DAY. 
MORNING SESSION. 
Toronto, 4th October, 1906. 


INDEPENDENT ORDER OF FOR- 
ESTERS (Continued). 


Examination of MR. GEORGE E. 
FOSTER by MR. SHEPLEY re- 
sumed. 

Q.—Will you give me an explana- 
tion, please, about the subsequent sale 
to the Great West Land Company by 
Pope and Fowler of the 8,640 acres, 
how it came about and how it was 
carried out? A.—Some time after the 
transaction with regard to the first lot 
of lands, and the only lot of lands 
which, so far as I know, were held 
in trust by Pope and Fowler for the 
syndicate, we had an offer made to 
us by Pope and Fowler in their own 
right to a section of land amounting 
to about 8,640, if I mistake not. 

Q.—Those are the figures which I 
have taken from the minutes of the 
Great West Land Company? A.— 
8,640 acres, these were in the same 
section jof country, and about the 
same average value, so far as we 
could judge. 

Q.—When you say, so far as we 
could judge, what do you mean by 
that? A.—We had the same field 
notes and information with reference 
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to this'as we had with reference to 
other lands in the Great West which 
had already been purchased. 

Q.—What did you understand were 
the circumstances under which Pope 
and Fowler had acquired that? You 
say they were in the same section and 
you had the same field notes? A.— 
Yes. When I say the same field notes, 
of course the field notes would be with 
reference to other lands. 


Q.—How do you mean? A.—The 
Government field notes are available 
for all sections of survey territory. 
On that we formed our judgment in 
part with reference to the first sec- 
tion ; the Government field notes, also, 
were part of the basis on which we 
formed our judgment with regard to 
the other. 


Q.—I am anxious for the moment 
to find out exactly what you mean 
when you say the field notes in re- 
spect to the small block were the same 
as with respect to the large block. 
A.—When I say the same, I mean 
what we considered equally favorable. 

Q.—When you say ‘‘we,’”? to whom 
do you refer ? A.—Megsrs. Wilson, 
McGillivray and myself. 

Q.—Was the offer bv Pope and Fow- 
ler to you or to the ureat West Land 
Company? A.—The offer by Pope and 
Fowler was to us, just the same as 
the preceding offer came to us. 
-Q.—Were there any writings with 
regard to that? A.—There is a docu- 
ment which has been handed in, I 
think, which is at the service of the 
Commission, transferring those lands 
to the Great West Land Company at 
$5 an acre. The intermediate step— 
that is, if all the steps had been suc- 
cessfully carried out—we would have 
had a contract between Pope and 
Fowler and Messrs. Wilson, McGilli- 
vray and myself, and then we would 
have handed over those lands to the 
Great West. Both these transactions 
were done in one, but it was on ex- 
actly the same basis. 

Q.—Then the transaction was car- 
ried out? A.—Yes. 

Q.—Can you, if you take a little 
trouble, not at the moment. but can 
vou get me a description of the block 
of 8,640 acres? A.—A description as 
to 


Q.—As to what lands are covered 
by it? A.—Yes, that is in the records 
of the Great West Land Company and 
of the Union Trust Company. 

Q.—When you say in the records, 
what do you mean by that—not in 
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their minutes? <A.—LEvery acre of 
land we purchased is covered by con- 
tract, and the contract in each case 
gives a description of the land by 
sections. 

Q.—Do you say you are under the 
impression that the contract in re- 
spect of that is now before the Com- 
mission, or that it is now in hand 
so that it can be put inP A.—If you 
have everything that belongs to the 
Great West Land. as you have deter- 
mined on having, you must have that. 
There can be no contract, I mean 
without the description of the land; 
that is appended to each contract. 
I should be very much surprised if 
that is not in the document. 

Q.—We have strayed—and I am not 
complaining of it at all—from what I 
commenced to ask you. I asked you 
what you learned of the original ob- 
taining of the option by Pope and 
Fowler. A.—The only and sole infor- 
mation that we had with reference 
to that was this: Pope and Fowler 
represented themselves as the owners 
of that block of land. They offered 
it to us. We took it into considera- 
tion and we. decided to purchase {t. 
We did, and it was handed over to 
the Great West Land Company. 

Q.—You have answered me a great 
deal that I did not ask you. Please 
go back to what I did askP A.—I 
thought I would facilitate operations 
in that way. 


Q.—What did you learn as to the 
means by which they became possessed 
of this option ? A.—Nothing, and did 
not inquire. 

Q.—You did not know and did not 
inquire? A.—Certainly not. 

Q.—Did you know from whom they 
held the option? A.—I did. They held 
it from the C. P. R. 

Q.—You might have told me that. 
I asked you how they acquired jt. 
A.—You asked me how they acquired 
it. That was not a question as to 
whom they acquired it from. I had 
no intention except to give you in- 
formation. I am rather dull at an- 
swering questions. 

Q.—No, you are not dull at all, 
but we will make very much better 
progress, you don’t mind me saying, 
if you will attend carefully to the 
question. A.—That is what a witness 
is to do. 


Q.—You say you were not informed 


at all by Pope and Fowler, or by any- 
body representing them, with regard 
to these lands, except that they had 
them under options from the C, P. R. 
A.—Yes. 
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Q.—Did you learn, or had you an 
understanding, or did you suppose 
these were lands which, if the original 
option embraced more than 200,000 
acres, might have been selected under 
the original option? A.—I did not. 

Q.—You did not understand that? 
A.—No. 

Q.—You did understand, however, 
that they were lands that came within 
the area out of which the 200,000 
acres might be pickeur A.—TI did not 
know that. 


Q.—I thought you said that to me 
this morning? A.—1s say they lie in 
the same section of country, but I 
have no knowledge that they—as I 
understand your question to be—were 
included in the original batch of land 
out of which the 200,000 acres was 
to be selected. 


Q.—I suppose you can ascertain that 
by referring to the description attach- 
ed to the Pope and Fowler 200,000 
acres option? A.—TI do not think so. 

Q.—Why? A.—TI think the original 
Pope and Fowler option accurately 
and definitely describes the lands 
which it embraced, and that those 
lands were bought in the first option. 
Those lands were 200,000 acres, more 
or less. If they were found to be 
less, wh~ of course only that amount 
would be paid for, but you would not 
find out from that document at all— 
that is what I mean in answer to your 
question—that is my impression— 
what I mean to say is that original 
option did not set out an area of 
lands out of which we were to select 
200,000 acres, but they scheduled de- 
finitely the lands, and they were that 
number of acres of land, be it 200,000 
acres more or less. 


MR. NESBITT: Q.—That area was 
taken you meanP A.—The whole 
area was taken, whether it was 200,000 
acres, more or less, 

Q.—And if the area was found to 
fall short——_ 

MR. SHEPLEY: You are _inter- 
cepting me a little and I would rather 
geet at it in this way. 

Q.—I have the option for the 200,- 
000 acres in my hand? A.—Yes. 

Q.—And this is the way it reads, 
*‘Pope and Fowler are given the ex- 
clusive option of purchasing these cer- 
tain parcels or tracts of land and 
premises situated in the districts of 
Alberta and Saskatchewan in_ the 
North West Territories of Canada, 
amounting to 200,000 acres, to be se- 
lected prior to the Ist of June, 1903, 


INSURANCE. 2565 


SESSIONAL PAPER No. 66 


80th day, October 4, 1906. 


from the lands described in the sche- 
dule hereto annexed? A.—Yes. 

Q.—Which is declared to form part 
of this agreement? A.—Yes. 


Q.—That looks to me as though this 


scheduled a large tract of territory 


out of which 200,000 acres were to be 
_ selected? A.—That will be proved by 
comparing that schedule with ‘the 
lands that were actually bought after- 
wards, and that has been done prac- 
tically in the course of the transac- 
tion, and my impression is that that 
schedule was absolutely exhausted by 
the number of acres of land that we 
got, with the exception maybe of a few 
quarter sections or sections which it 
was found had been either squatted 
upon or in the opinion of the C.P.R. 
had become, constructively or other- 
wise in the possession of someone else, 
and I think you will find in the course 
of carrying out the whole transaction 
that there were certain cases of that 
kind, and for those few sections—I do 
not believe it would amount to four 
sections in all, maybe not to as much 
as that—other lands were given us in 
the place. 

Q.—We will examine that with a 
little care. You do not I suppose at 
all question this; that whatever form 
the transaction might have taken as 
to description at this date, the 24th 
April, 1908, there was originally a 
large tract out of which selections 
were to be made? A.—I do not know 
anything about that. 

Q.—Did you not familiarize your- 
self with the transaction at allP A.— 
Not to any extent, beyond the scope 
that it would take under this descrip- 
tion, and my impression, until you 
raised the point this morning, was 
that the lands scheduled there were 
the lands that were practically taken, 
and my impression remains that way 
yet, with the exception, as I have 
stated of maybe a few sections. 

Q.—I was asking you something 
else. What did you gnderstand as to 
the date at which fe option was re- 
eeived? A.—This option? 

Q.—Yes? A.—Of the 200,000 acres? 

Q.—On the 24th April this docu- 
ment is describing something which 
had taken place before? A.—Yes. 

Q.—And the thing which had taken 
place before was the giving of an op- 
tion over a larger tract of territory 
with a right of selection. You know 
that Pope and Fowler were out there 
selecting the lands? A.—I know they 
were. ; 

Q.—They were selecting their 200,000 
acres out of a larger tract? A.—Well. 
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Q.—Is that so? Did you understand 
so? A. I had no personal knowledge 
with reference to it, but I know so 
now from the course of the evidence 
and what has transpired\ 


Q.—Did you not understand so at 
that time? Is that not the usual 
course when an option is given to se- 
lect? A.—My understandjng at that 
time was as I have stated to you that 
that was the description of the sche- 
duled lands, and that these lands were 
actually bought, not an area out of 
which we were to select. 


Q.—Take the Pope and Fowler op- 
tion ; what did Pope and Fowler have? 
A right of selection out of a larger 
area? A.—I think they had. 

Q@.—And they made that selection 
and selected accordingly lands you 
took over at an advance of a dollar an 
acre? A.—And that. those lands were 
the ones selected in the area out of 
which it was to be selected. 

Q.—When it was reduced to formal 
conveyancing bringing in your selec- 
tion, the lands had been selected, and 
there was an accurate description? A. 
——-That being the accurate  descrip- 
tion. 

Q.—I suppose it stands to reason— 
it is a matter that is hardly neces- 
sary to demonstrate—that in the 
course of making selections there are 
lands usually rejected? A.—Hvident- 
ly. That is the purpose of having an 
area 

Q.—You take the best? A.—That 
is the purpose of having an area to 
select from. 

Q.—Do you know or were you in- 
formed, or at any time had you any 
information as to whether or not the 
8,640 acres were selected in the tract 
originally travelled over for the pur- 
pose of making selections? A.—TI did 
not know and do not know now. 

Q.—And did not inquire? A.—I 
did not inquire. 

Q.—You were making a purchase 
for your company? <A.—yYes. 

Q.—And making a purchase for 
yourself and your associates in the syn- 
dicate? A.—Yes. 

Q.—You did not inquire? A.—TI did 
not inquire, 

Q.—Have you since had any reason 
to suppose that these 8,640 acres were 
the lands which were rejected in the 
original selection? A.—Not from any 
source of information. 

Q.—yYou have never heard that sug- 
gestedP A.—I have never heard it 
suggested, except I think it was sug- 
gested by yourself a few days ago here 
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casually, maybe when Dr. 
was giving his evidence. 

Q.—That you had never heard up to 
this timeP A.—No. 

Q.—In your purchase of that block 
of land for the Land Company, you 
were of course acting constructively at 
all events, as a trustee for them, for 
your company? A\—We were acting 
exactly as we had acted before. We 
were purchasing from Pope and Fow- 
ler and we were handing over to the 
company at the advance of 50 cents in 
stock absolutely on the same line as 
before. 

Q.—Then you were purchasing for 
the ultimate benefit, after the middle 
profits had been made, of the Land 
Company? <A.—Yes. 

Q.—And you were purchasing as 
their agent, director and manager? A. 
—Well I think that may be modified in 
this way, that we were purchasing 
from Pope and Fowler that option; 
that would have been included in one 
transaction, a transaction by which 
Pope and Fowler would have convey- 
ed to us that option, or the lands as a 
whole for a certain price. 

Q.—For a dollar advance? A.— 
Yes, I am quite willing you should say 
that. It has been often said. I do 
not consider that any man would ever 
buy anything if he did not buy it-with 


Lefurgey 


the idea of selling it for more than it | 


cost him. It seems to me all business 
would be at a stand-still if that was 
not the principal. 

Q.—The only reason in the world 
why I interjected that was because 
you said, ‘‘at a certain price’ and I 
said ‘‘at a dollar an acre advance?” 
A.—Yes. 

Q.—Do you quarrel with the ques- 
tions unless they are objectionable. 
Now go on with your answer? A.— 
Where was I? 

Q.—If the transaction had been put 
through— A.—If it had been put 
through its successive stages, it would 
have been first a conveyance from 
Pope and Fowler to Wilson, McGilli- 
vray and myself at a vertain price, 
and then the second transaction and 
document would have been a sale of 
that to the Great West Land Com- 
pany at an advance of 50 cents per 
acre payable in stock. Those two 
transactions—I was not responsible 
for the legal form it took—those two 
transactions were moulded into one, 
to save trouble I suppose; I do not 
know anything else. 

Q.—And then having found their 
way into the hands of the Great West 
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Land Company they would fall to be 
administered by yourself and your 
colleagues for the benefit of that 
company? A.—Yes. 

Q.—I am concerned to know wheth- 
er you wish it to be understood that 
that being the position of affairs you 
made no inquiry with regard to these 
lands? A.—You are not correctly in- 
formed if you think we made no in- 
quiries. We made exactly the same 
inquiry and investigation as we did 
with reference to the other land that 
we bought, and we satisfied ourselves 
—and that is’all that can be done— 
we satisfied ourselves that they were 
eligible lands, and that they were 
worth the price, and we paid it. If 
it will be any comment upon that, I 
will say this; that the examinations 
were made of every section and quar- 
ter section of land in both those blocks. 
afterwards by competent examiners, 
and I think I am altogether within 
the mark in saying that, taking par- 
cel for parcel, these lands, as far as. 
shown by those examinations, were 
on a par of quality with the other 
lands that were bought. I state that 
just as my impression of the results. 
of the examiners’ report. 


Q.—Did you ever disclose—you and 
your associates—the interest that you 
had in that sale to the Union Trust. 
Company, or to other people inter- 
ested in the Great West Land Com- 
pany? A.—I think it was thorough- 
ly understood in the Great West 
Land Company that the lands were 
bought on just the same basis as the 
others. 

Q.—I can only go, until you have 
told me something, by the minutes of 
the Great West Land Company, and 
this is the minute I find with regard’ 
to that. In the Director’s Report for 
1903 to the shareholders, which is. 
found at page 6Q,of the Minute Book 
this appears, ‘‘On July 9th, 1903, the 
company purchased from Messrs. Pope 
and Fowler, 8,640 acres of land ad- 
joining those already bought, and at 
the price of $5 per acre, of which $8,- 
320 was to be paid in stock of the 
Company at par.’? That is the re- 
port of the directors to the share- 
holders? A.—Yes and that repre- 
sented the case as it was, as far as. 
the Great West Land Company was 
concerned. 

Q.—You would not, perhaps, think 
it necessary that your interest in the 
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transaction should be disclosed in the 
report? A.—No, I should not. 
Q.—You do not think s0; is that 
right? I do not know whether you 
answered. If you did, I did not catch 
it? A.—What was your question? 
Q.—I asked you, do you think it 
was necessary or desirable that the 
report which stated the purchase of 
this 8,640 acres of land should have 


stated the fact that you were an in- ° 


termediate purchaser, bringing the 
lands in at a personal profit? A.— 
Well, I am not so sure about that. 


Q.—Does that not appeal to you? 
A.—Yes. 

Q.—To your ethical instinct at all? 
A.—I quite say that does appeal to 
me thus far, that probably it would 
have been better if that had been 
done so, but I also have the impres- 
sion that it was thoroughly under- 
stood by the members of the Board; 
that is the report at the Annual 
Meeting. 

Q.—That is the report to the An- 
nual Meeting; that is the report at 
which the shareholders present were 
Sir John Boyd, Matthew Wilson, Mr. 
Scholfield, yourself, Mr. VanDusen, 
and the Union Trust Company, Lim- 
ited by proxy. Do you remember 
who held the proxy of the Union 
Trust Company? A.—I do not. 


Q.—You do not remember? A.— 
No. 


Q.—Then I shall, perhaps, come 
back to the minute, but in the mean- 
time I think at your first directors’ 
meeting of the Great West Land 
Company you three gentlemen were 
appointed the Executive Committee 
of the Board? A.—That is quite 
true. 

Q.—And you remained the Execu- 
tive Committee throughout? A.— 
Until Mr. McGillivray’s absence and 
then Mr. Scholfield was put on. 

Q.—At all events over the period 
about which I am now making in- 
quiries? A.—yYes, that was the Exe- 
cutive Committee. 

Q—.Do you observe the emphatic 
nature of the dual position there? A. 
—In what way? 

Q.—That the very gentlemen who 
were clothed with the executive power 
in respect to the affairs of the Great 
West Land Company were the very 


persons who were personally inter-. 


ested in the transaction? A.—Yes, 


that is true. 
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Q.—I ask you, do you recognize 
how emphatic the dual position is 
there? <A.—The dual position is 
plain, unmistakable. 

Q.—You are perhaps aware that it 
was only by an analysis of the stock 
book of the Great West Land Com- 
pany that your interest was ascer- 
tained in this 8,640 acre transac- 
tion? A.—yYes, it was ascertained by 
that; that is ascertained by the Com- 
mission. 

Q.—Do you say that Sir John 
Boyd knew of it? A.—I cannot say 
absolutely whether he did or did not. 

Q.—Can you say Mr. Scholfield 
knew of it? A.—I think Mr. Schol- 
field knew of it. 

Q.—You think he did? A.—Yes. 

Q.—Of course Fowler, Pope and 
Lefurgey knew and you and McGilli- 
vray and Wilson knew of it, and you 
say Mr. Scholfield did? pea think 
Mr. Scholfield did. 

Q.—Did you tell him? A.—I do 
not know whether I told him or Mr. 
Wilson told him, but I think—that is 
my impression—I cannot swear posi- 
tively, that Mr. Scholfield knew of 
it. 

Q.—I want to direct your atten- 
tion to what has been said with re- 
gard to these lands by Mr. Pope un- 
der oath. Before reading this to you 
may I ask you whether you had a 
knowledge that this 8,640 acres was 
part of a larger block that Pope and 
Fowler had? A.—Outside the first 
block P 

Q.—Yes? A.—No, I did not. 

Q.—You did not know that it was 
part of a block of about 17,000 acres? 
A.—No, I did not. 

Q.—You were not aware of that? A. 
—No. 

Q.—At page 46 this question is 
asked of Mr. Pope:— 

“‘Q.—The 17,000 acres mentioned in 
Exhibit 3 is part of the land that is 
contiguous to the 200,000 acres? A.— 
Well, I could not swear that because 
T do not know. It might have been. 
I do not know it. 

“Q.—And that is land which you ob- 
tained information about while you 
wtre in Winnipeg the previous fall? 


A.—Well, if it is of the block that 


we reserved it would be. 

“Q.—You know the land, do you 
not? A.—I do not know the land in 
that way. 

“Q.—You obtained information 
about this land while you were in Win- 
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nipeg going over the plans and all the 
information you acquired at that time 
in the November previous? A.—I say 
if it was of the 200,000 acres—if it 
was of that lot we must have obtained 
information about it, and that is the 
reason, I suppose it. was given to us 
as of inferior quality. 


(Reads from evidence down to the 
words ‘Mr. Fowler made that bargain; 
he can state all about it. I was not 
present when the bargain was made, 
but afterwards shared in it.’’’) 


Q.—Is that news to you? A.—Ab- 
solutely. When and where did that 
evidence come outP 


Q.—This was taken on the 29th May, 
1906, in the suit of Lefurgey against 
the Great West Land Company before 
a Special Examiner in Montreal? A. 
—That is what I wanted to know. 


Q.—The examination proceeds : — 


“‘T afterwards shared the profits and 
ratified the purchase.’’ 

That he says at page 48 does not 
form part of the 200,000 acres. Then 
he is asked :— 

“‘Q.—This is part of the land that 
was reserved? A.—Yes, but not of 
the 200,000 acres. 

“‘Q.—Part of the reserved land? A. 
—Land thrown back on the C.P.R., 
part of the land that had been re- 
turned to the C.P.R. (Page 49.) 

“‘Q.—And that was land, that 17,- 
000 acres that you had inquired about 
while you and Mr. Fowler were in 
Winnipeg in the latter part of No- 
vember 1902, and obtained informa- 
tion about? A.—And in our selec- 
tion had discarded. 

“‘Q.—Were you present when the 
sale was effected to the New Ontario 
Town & Farm Syndicate, later on’ 
A.—Well. if that is the name of it. 

*‘Q.—You were in Toronto on that 
date? Ai.—Yes J do not remember the 
exact date.’ 

The sale he thinks was the 13th 
July. The examination proceeds :-—~- 
- Q.—And these 8,640 acres? A.— 

No, that has nothing to do with that 
sale. 

**Q.—Tell me how that arose? A.— 
That was a subsequent sale that they 
purchased from Fowler myself and 
somebody else. Mr. Fowler was in- 
terested in that. 

**Q.—Who was interested with you? 
Ai.—Perhaps there was nobody inter- 
ested. I will not say. I think it was 
part of the 17,000 acres. I cannot 
Say. 

“Q.—The 8,640 acres were part of 
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the 17,000 acres? A.—That was my 
understanding. 

‘“‘Q.—The arrangement for the sale 
of the 8,640 acres was made at the 
same time? A.—Not that I know of. 

Q.—Had you anything to do with 
the sale of the 8,640 acres? A1—No 
sir. 

Q.—Who had? A.—Mr. Fowler.’’ 

Q.—That is all news to you? A. 
—-All news to me. 

Q.—Have you any idea to whom 
he is referring when he safys May. 
Fowler, himself and another? A.— 
I have ‘not, but if it will be any satis- 
faction I will say it is myself. I had 
absolutely nothing to do from the first 
to the last and no interest in any 
lands that were selected by Pope and 
Fowler, either for the first lot, the 


second lot or any other lot. 


Q.—Of course that disclaimer of 
yours is rather too wide as the 8,640 
acres are part of the 17,000 acres? A. 
—Not at all. 

Q.—Because you were interested in 
in the 8,640 acres; you became inter- 
ested in thoseP A.—You surely quite 
understand my answer. My answer 
was that in all the negotiations which 
began and were continued and ended 
in the selection of either the first 200,- 
000 acre lot, or any other lot of Pope 
and Fowler, I had nothing to do with 
and no interest in. 

Q.—I am speaking of Mr. Pope’s 
general statement, that in making 
that sale he, Fowler and yourself were 
interested, as you have told usP A. 
——If by another he means Wilson, Mc- 
Gillivray and myself, that might be, 
but I took it— 

Q.—If you have no knowledge of 
the 17,000 acres and of this being a 
part of it, I suppose you have no in- 
terest in the rest of it, if there was 
originally a tract of 17,000 acres out 
of which this was taken? A.—Not 
the least, never had. 


Q.—You were not, apparently, go- 
ing very carefully into the origin of 
their title? A.—I did not consider 
that I had any further to go than 
the option or contract that they pre- 
sented to us with the party from whom 
they bought. I never went behind 
that in either transaction. 

Q.—Would you have entered into 
the transaction just as it was entered - 
into if you had been told that they 
were refuse lands—discarded lands? 
A.—Certainly not. What I mean by 
that is this, that if anyone had told 
me that these lands were discarded 
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or refuse lands, it would’ have made 
me determined to see that the lands 
were of fair value before I bought 
them. 

Q.—I thought you did that any 
way? A.—So I did. 

Q.—What would you have done that 
you did not do if you had been told 
they were discarded lands? A.—I do 
not know in the end if we would have 
done anything else than we did, which 
was to take the best means we could 
to arrive at their value. It might 
have made one a little sharper if he 
had been told that these were dis- 
carded lands. We might have gone 
to further expense and taken further 
time in the examination of them. 


Q.—If it is true that these were 
discarded lands, do you see anything 
more objectionable than if they had 
been original lands, in your syndicate 
being interested in passing them on at 
a profit ? A.—Well, so far as that is 
concerned, the only thing that I see in 
it is this; the lands were presented to 
us for sale. We had to exercise our 
own judgment as to whether they were 
reasonably good and worth the price. 
We did that and our duty ended at 
that. 

Q.—Your interest did not end there? 
A.—Our interest ended at that. 

Q.—Your interest continued, with 
the object of a profit in view? A.— 
Well yes, in that sense. 

Q.—Then cannot you not see that 
from the beginning of that transac- 
tion your interest and your duty were 
conflicting? I do not make any fur- 
ther suggestion than that. You may 
treat it as an abstract proposition if 
you choose. In that transaction, or in 
a transaction of that sort can't you 
see the conflict between interest and 
duty? A.—In what way? 

Q.—It does not strike you? A.— 
In what way? 

Q.—I am asking you, do you see a 
conflict between interest and duty? 
A.—In the selection of lands? 

Q.—No, in your taking the option 
up and passing it on at a profit, and 
so far as we are able now to say, 
without disclosing to those to whom 
you owed a duty? A.—That we dis- 
closed before. I gave you my view 
with reference to that. 

Q.—Do you see any conflict. between 
interest and duty? A.—Well. theor- 
etically, there might be a conflict be- 
tween interest and duty; if we had 
an interest in those lands we had an 
interest in their being lands worth the 
noney that was given for them, othe™ 
wise our interest would be diminished. 
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The company to whom they were given 
had that same interest, so far as get- 
ting lands which were reasonable in 
price, and of value. The interest 
really that we had and the interest 
that the Great West Land Company 
had were the same. 


Q.—They were the same? A.— 
Yes, both were interested in having— 


Q. —The Great West Land Company 
was loaded, not using the word in a 
bad sense, with an interest in getting 
your profits before it could get any 
itself P A.—Loaded, if you call it 
that, in the other transactions equally 
the same. 

Q.—In the other transaction you 
have told us there was disclosure. In 
this we are so far not able to see any 
trace of it beyond your general recol- 
lection that Mr. Scholfield must have 
known itP A.—And that is the dif- 
ference between the two in your opin- 
ion. 

Q.—I am expressing no opinion? 
A.—That seems to be the only differ- 
ence between the two. 

Q.—At all events you won’t go with 
me in recognizing the conflict between 
your interest as a syndicator and your 
duty as a director. You won’t go 
with me in that? A.—IJn that re- 
spect I think the Great West Land 
Company paid exactly the same that 
they would have if they had bought 
directly from Pope and Fowler. 

Q.—Then the price that was paid 
for this 8,640 acres was— A.—$5 
per acre. 

().—The same price that was being 
paid for the 200,000 acres? A.—Yes, 
they cost the Great West Land Com- 
pany exactly the same. The profit 
that Mr. McGillivray, Mr. Wilson and 
myself made out of it was just exactly 
the same profit that we made aN of 
the preceding matter. 

Q.—How was the price to be Bade 
A.—That is disclosed in the contract. 

Q.—Do you remember? A.—A cer- 
tain amount in stock and the remaind- 
er in cash payments distributed over 
a number of payments. 

Q.—This is what the minute says, 
‘*$8,320 was to be paid in stock of the 
company at par?’ A.—yYes. That 
is on the theory of their taking at 
the price of $5 an acre, $1 in stock 
—$1 worth in stock; 50 cents of that 
value in stock to themselves and 50 
cents of that value in stock came to 
the syndicate. That the figures are 
not exactly the same arises from the 
fact that there would have been a 


fraction involved in the division, and 
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therefore there was a little more 
money I think to be paid and a little 
less stock, or a little less money and 
a little more stock, in order to make 
it work out. 

Q.—I think we can do a little sum 
which will make it very plain. The 
total purchase money would be, five 
times 8,640; multiply 8,640 by five 
and that will be the price which the 
company will be paying? A.—Yes. 

Q.—$43,200. Of that $8,320 was 
to be paid in stock. That leaves the 
cash payment $34,880? A.—Yes. 

Q.—Now the joint profit of Messrs. 
Pope and Fowler was $1.50, and if 
you multiply 8,640 by $1.50 you get 
$12,960, which would be the gross 
profit on the transaction to the two 
syndicates? Do you follow me? A. 
—Yes. 

Q.—And if $8,320 of that was paid 
in stock, then that leaves $4,640 in 
cash. Had you any interest in the 
cash? A.—None. 

Q.—You had none whatever? A. 
—None whatever. 

Q.—Pope and Fowler got all the 
cash? A.—AII the cash. 

Q.—And you and your associates 
got half the stock? A.—With that 
fractional adjustment. 

Q.—yYou got three times 14, or 48 
shares between you? A.—42 or 43 
or something of that kind. 

Q.—You can tell me perhaps how 
the payments were made, how the 
cash payments were made? A.—I 
cannot tell you from memory; they 
are spread upon the books. 


Q.—Then I return to the minute 
book again and take up another phase 
of the matter. In the early con- 
veyancing it seems to be perfectly 
plain that the intention was to adjust 
the matter of the two syndicates upon 
the basis ef acreage. For instance 
if there were 195,000 instead of 200,- 
000 then the stock and other bene- 
fits would be proportionately decreas- 
ed? A.—On the basis of acreage, 
yes. 

Q.—In other words you did not I 
suppose, at all events in the first part 
of the transaction, you and Messrs. 
Pope and Fowler did not intend that 
the company should pay for 200,000 
acres if you only gave them 195,000 
acres? A.—Pay for simply what was 
received on the adjustment. 

Q.—That was the intention? <A.— 
Yes. 

Q.—And you assumed upon that 
basis and discharged as a company all 
the obligations of the C. P. R.? A. 
—We assumed to the C. P. R. the 
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payment of $3.50 per acre for all that 
es adjustment the acreage proved to 

e. 

Q.—For all that on adjustment the 
acreage proved to be? A.—Yes. 

Q.—And on adjustment do you hap- 
pen to know what the acreage did 
prove tobe? A.—I do not know 
exactly, but it would probably be 
somewhere in the vicinity of 193,000 
acres more or less. I cannot tell ex- 
actly. 

Q.—Was any of your stock holding 
adjusted from the 200,000 acres basis 
at any time down to the present mo- 
ment? A.—What do you mean by 
that? 

Q.—Just what I say?, A. Was any 
of the— 

Q.—Did the Great West Land Com- 
pany pay for 200,000 acres in money 
and in stock? A.—No, certainly not. 

Q.—Why do you say that? Be- 
cause your stock holding is exactly on 
the 200,000 basis? A.—Yes, if the 
stock holding is exactly on the 200,- 
000 acres basis, the money payments 
are made less if the stock holding is 
on the basis of the $55,000 straight. 
Do you understand what I mean? 


‘ Q.—You do not suppose that Pope 
and Fowler are out one copper on all 
they selected, that you have not paid 
all that has ever been paid to the 
C. P. R.P A.—Certainly not. I do 
not say that we have not paid the 
CiPeRe 


Q.—AIl that has ever been paid on 
that selection? A.—Well at the time 
we made the purchase some $60,000 
had been paid. 

Q.—You refunded that? A.—We 
refunded that and paid it. 

Q.—It is of course so. I want you 
to assent to it very clearly. All the 
money that has been paid on the sel- 
lection of Pope and Fowler has been 
paid by the Great West Land Com- 
pany? A.—yYes, all of it. 

Q.—Do you say it only panned out 
at 193,000 acres? A.—Something like 
that. 

Q.—That is also dealt with in your 
report, and I will come to that—the 
report that I have been referring to. 
“The Ontario Town and Farm Site 
Syndicate, Limited, was incorporated 
under Ontario Charter on such a 
date. On July 10th, 1903. It took 
over certain lands known as the Pope- 
Fowler lands, situate on either side 
of the Saskatchewan River, and num- 
bering 193.937,49 acres.’ That is 
the acreage you speak of? A.—What 
is the date of that? 
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Q.—It is the annual meeting on 
the 23rd February, 1904, when the 
Directors are reporting to the share- 
holders just what has been done? A. 
—Yes. 

Q.—Are those the figures you had 
in your mind? A.—Those were the 
figures as they appeared at that time. 

Q.—Has there been any substantial 
alteration in them? A.—Yes, if you 
take 1905 you will probably find a 
different set of figures, and if you take 
the present time you will still find a 
different set of figures. 

Q.—But was there at any time 
turned over to the Great West Land 
Company, or did the result ever pan 
out at 200,000 acres?, A.—No. That 
is the original block you are speak- 
ing of? 

Q.—Yes I am speaking of the orig- 
inalPp A.—Yes. 

Q.—I do not want in dealing with 
so large a matter to stick in the bark 
for a little difference in figures. It 
is approximately 194,000 acres? A. 
' —Approximately, but unadjusted still. 

Q.—Then I see that at that time 
your Report recognized the stock ad- 
justment to be upon the basis of acre- 
age, because the report proceeds, ‘‘For 
these lands $146,968.74 was to be paid 
in stock of the Company at par?”’ 
A.—That was:on the basis of adjust- 
ing stock as well as adjusting the 
money payment. 

Q.—The stock has never been adjust- 
ed? A.—Well, by way of explana- 
tion with reference to that; there 
were two considerations. It seemed 
to be in the first place, troublesome 
to make the double adjustments and 
in the reading of the contracts there 
is some doubt, or appeared to be some 
doubt and the view that was taken at 
first when that Report was brought 
down was that we would conduct the 
book-keeping on the basis of adjust- 
ing for both the stock and the money 
payments. Then the idea came up 
that if we paid the full amount of 
the stock, that is the fifty-five thous- 
and, without adjusting it down accord- 
ing to the acreage, that it would save 
payments of cash to that extent, 
which was a point to be gained, and 
that it would prevent the trouble of 
a double adjustment. And then the 
accounts were kept and the books 
were arranged, in so far as the books 
were arranged, on the basis of keep- 
ing the stock nayment absolutely at 
fifty-five thousand, and adjusting the 
money payments down with the idea 
that when the money payments plus 
the stock payments were made, then 
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that the lands should be paid for in 
regard to the exact quantity of lands 
when finally adjusted by the two, the 
cash payments and the stock payments. 
Have I made myself clear on that? 

Q.—I understand perfectly well what 
you mean. The first observation I 
offer to: you with regard to that is 
that as the stock was the profit, you 
were keeping the profit up at the 
expense of the shareholders? A. 
Well, at that time it was not con- 
sidered that the stock— 

Q.—That, however, was a trifling 
matter? A.—That did not enter into 
the consideration at all. 

Q.—Then you have paid, you have 
told me, all that has been paid by any- 
body in respect of the total selection 
by Pope and Fowler to the C.P.R.? 
A.—Yes. 

Q.—And you have paid to Pope and 
Fowler their share of the profits upon 
the same basis upon which you have 
been paid to the C.P.R.? A.—On 
the adjusting basis. 

Q.—On the same basis that you have 
been paying to the C.P.R.? Ait 
Yes. 

Q.—You have not at all considered 
that the payments to the C.P.R. 
might possibly have been upon a larger 
acreage? A!.—Than the real acreage? 

Q.—Yes? A.—No, we have absol- 
utely guarded against that. 

Q.—You have guarded against that, 
in what way? A.—In paying them 
only on their contract which we as- 
sumed, the Pope and Fowler contract 
with them of $3.50 per acre, paying 


“them that amount on the acreage as 


adjusted. 

Q.—Now, will you be able to show 
us the account which adjusts anything 
between you and Pope and Fowler as 
to C.P.R. payments? Perhaps you 
are not aware that Pope and Fowler 
did not give you all they selected, or 
are you? Ai—Well, I think they gave 
us all that we contracted for under 
that schedule. 

Q.—That is not the question I ask- 
ed you. They transferred their option 
to you, you know. Did they give you 
all that they selected or did you under- 
stand that they did not? I want to 
know what your understanding was 
about that? $A.—My understanding 
about that is this. Under that con- 
tract and the schedules which are a 
part of it, we got all that were de- 
fined in the schedule. If that were 
200,000 that is what we contracted 
for; if it was less that was what we 
contracted for, under the variation 
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clause of the contract. Then in addi- 
tion to that— 

Q.—I have to ask you to pause for 
a moment. The question I asked you 
was, whether you were aware that 
Pope and Fowler did not hand over 
to you, or rather to your company, 
all the lands they selected under their 
option with the C.P.R.P A.—-Well, 
I don’t understand what you mean by 
that. 

Q.—I will try to make the question 
plain? A.—I am trying to explain 
to you exactly what the transaction 
was. You are trying for something 
else. 

Q.—If you will do what I ask you 
and direct your attention to the ques- 
tion I am asking; are you aware that 
Pope and Fowler did not transfer to 
the Great West Land Company all 
the lands they selected under the C. 
P.R. option? A.—By the C.P.R. 
option what do you mean? The 
option which is there, in that docu- 
ment P 

Q.—No, I am asking about the lands 
they selected? A.—Oh, I know noth- 
ing about that. Now I understand 
your question. Let us be perfectly 
plain with the question; that is my 
understanding of your question. 

Q.—The question is perfectly plain. 
I will put it to you again. Were 
you aware that Pope and Fowler did 
not hand over to the Great West Land 
Company all the lands that they 
selected under their C.P.R. option? 
That is a very plain questionP A.— 
Well, I intend to know exactly what 
that means before I answer it, Mr. 
Shepley. 

Q.—Do you say you do not know 
what I meanP A.—I am not sure 
that there is not some difference be- 
tween yourself and myself as to the 
meaning of that and I must have the 
right of knowing what I am going 
to answer before I answer. 

Q.—Do you know what I mvan when 
I speak of the right of selection under 
their option with the C.P.R.P A.— 
Is this what you mean? Will you al- 
low me to put it so that I can under- 
stand youP 

Q.—No, I would rather you would 
direct your mind towards the question 
I am asking you? A.—Well, I do not 
intend to answer a question that I 
am not thoroughly satisfied I know 
the bearings of. 

MR. NESBITT: Let him say what 
is in his mind, and see whether or not 
you are at cross purposesP A.—TI 
will answer what comes to my mind. 
If you are inefficient in putting into 
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my mind the right thing, or I am so 
dull that I cannot get it, I am not 
going to be led astray by the answer 
T am going to make. I am going to 
know what is in my own noddle be- 
fore I answer it. 

MR. SHEPLEY: I will try to get 
out what is in your mind? A.—I 
think I can get out what is in my 
mind more quickly if you will allow 
me to make my statement. 

Q.—If you will listen to me I will 
explain to you the thing I want an- 
swered? A.—Well, now we will try 
again. 

Q.—You are aware, as you have 
told me already this morning, that 
Pope and Fowler had a right to range 
over a certain larger area and to select 
up to 200,000 acres out of it. Is that 
right? A.—I had a knowledge that 


Pope and Fowler had the privilege of © 


selecting—trom what area I did not 
know—200,000 acres of land, more or 
less. That they did select— 

Q.—I have not come to that yet. 
You knew that Pope and Fowler had 
a right to select 200,000 acres, more 
or less, out of an area that you did 
not know? A.—Yes. 

Q.—But, presumably an area great- 


er than 200,000? A.—Presumably 
greater. 
Q.—Then you supposed or were 


aware, were you, that Pope and Fow- 
ler in pursuance of that privilege 
went over the area, whatever it was, 
and did make a selection? A.—Yes, 
we are clear on that. 

Q.—200,000 acres, more or lessP A. 


' Which selection— 


Q.—I have not asked you anything 
else yet. You understand that they 
made a selection? A.—Yes. 

Q.—Do you know, whether or not, 
Pope and Fowler turned over to the 
Great West Land Company all the 
lands so selected? Now, is that 
plain? A.—Yes. I understand what 
you are getting at now. I do not 
know whether they turned over all 
the lands that they selected under 
their right, to the Great West Com- 
pany, under the contract of 1903. I 
do not knew whether they did or 
whether they did not. 

Q.—What did you suppose you were 
dealing with when you were dealing 
with them with regard to their op- 
tion? A.—I supposed that I was 
dealing with exactly what is laid down 
and described in the option itself, 
where every section and township is 
given and where it is said that that 
is to be 200,000 acres more or less. 
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I supposed that that was all turned 
over and that the Great West Land 
received that. 

Q.—Now, if you will pay attention 
to the question again and try again 
to answer it, because you will do bet- 
ter next time if you pay attention. 
Did you suppose that Pope and Fow- 
ler were turning over all the lands 
they had selected? A.—I did not 
know whether they were turning over 
all the lands that they had selected 
at any and every time from the C. 
P.R. I told you that before. 

Q.—You are introducing something 
into your answer that I have not put 
in the question. Did you suppose 
that Pope and Fowler were turning 
over to the Great West Land Com- 
pany all the lands that they had se- 
lected, using that word in the sense 
in which you have told me you un- 
derstand it? A.—In the sense that 
I understand it? Well, with the 
greatest desire to tell exactly what 
I believe to be the case I cannot give 
you any other answer than I have 
given. 

Q.—Then I will commence at the 
beginning and go over it again, Mr. 
Foster. If you say you do not un- 
derstand, I must take your answer. 
You were aware, as you have told 
me, that under their original privi- 
lege from the C. P. R. they had a 
right to select 200,000 acres more or 
less, out of a larger area? A.—Yes. 

Q.—You have also told me that you 
are aware that in pursuance of that 
privilege they made a selection of 
200,000 acres more or less? A.—Yes. 

Q.—My question is whether you 
are aware, do you know whether or 
not, Pope and Fowler turned over to 
the Great West Land Company all 
the lands so selected? Now, is that 
plain? A.—By that option of 1903? 
The first option? 

Q.—AIl the lands so selected? A. 
—I. think you might assist me in that 
respect. What do you mean? Do 
you mean as to whether they handed 
over all the lands selected under that 
first option? Now, I have answered 
your two first questions, the two ques- 
tions that you put to me, with a clear 
answer; first that I knew they were 
selecting from a larger area, that 
they had a larger area to select from. 
Secondly, that I knew they had made 
their selection. Your third ques- 
tion is, do you know whether or not 
they handed over to you all that they 
selected ? 

Q.—AIl that they so selected in pur- 
suance of that privilege? A.—And 
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I want that, before I answer it, quali- 
fied as to whether they handed over 
to us by that instrument all they se- 
lected. 

Q.—Whether you ever got title to, 
ever got possession of, ever got any 
rights in respect of the whole of the 
selectionP A.—We never got any 
rights to any part of the selection 
but the part that is included in that 
option. 

Q.—Is that the whole or less than 
the whole, to your knowledge? A.— 
I do not know whether it is the whole 
or less than the whole. 


Q.—Do you suppose it to be the 
whole? A.—I don’t suppose any- 
thing about it. 

Q.—Did you suppose it to be the 
whole when you purchased? AT 
supposed it to be their selection. 

Q.—The whole of it? The whole 
of their selection? A.—Well, I think 
I must say yes, I supposed it to be 
the whole of their selection. 

Q.—Now, that is what I have been 
trying to get from you for a long 
time? A.—I have no knowledge as 
to whether it was or was not. 

Q.—Have you ascertained since that 
it was not the whole of their selec- 
tion? A.—Made at that time? 

Q.—Yes? A.—No, I have not any 
definite information. 

Q.—Have you any indefinite in- 
formation? A.—wWell, the evidence 
you read this morning goes to show 
me that they selected more. 

Q.—That is what they rejected, ac- 
cording to the evidence I read you 
this morning. I am asking now about 
what they selected? A.—Then I must 
make you the answer that I did not 
know that they selected more than 
they sold to us under that option. 

Q.—That is perfectly plain, per- 
fectly clear; it has taken us a long 
time, but I am willing to assume that 
it was altogether, if you like, my 
fault in not making myself clear? A. 
—It was probably the fault of both 
of us, but I want you to understand 
that I had no other idea than to give 
you a straight answer when I under- 
stood straightly what the question 
was. 

Q.—And you never were made 
aware when you were dealing with 
them for the turning over of these 
lands at a profit of $1 an acre that 
they were retaining any for their own 
private benefit? A.—I was not. 

Q.—And you are surprised now to 
hear that? A.—Well, I did not know 
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it before. I think that is all I can 
say in that respect. 

Q.—Having regard to the ordinary 
instincts of mankind, what would you 
expect them to retain, the good or 
bad lands, the best or the worst, if 
they were passing on lands and re- 
taining some? A.—That would de- 
pend entirely on their point of view 
and the motives they had. I cannot 
express, nor will not express any 
opinion upon it. I am not here to 
judge other men who act from mo- 
tives that I do not know. 

Q.—Do you say that you have some 
indefinite information upon this sub- 
ject? A.—You read here this morn- 
ing— 

Q.—That is not about the selected 
lands at all? A.—Very well, then. 

Q.—That is about the lands which 
were rejected. Then, did you under- 
stand and did your associates under- 
stand and did the Company, so far 
as it was taken into your confidence, 
understand that the 8,000 odd acres 
which were subsequently transferred, 
were transferred because the selected 
lands would not make 200,000 acres 
and so as to get the full quantity that 
was required? A.—Will you repeat 
that question now, until I get it? 

Q.—Were the additional 8,640 acres 
turned over with the view of making 
up the quantity which they were not 
able to hand to you out af the select- 
ed lands? A.—Yes, and no. My re- 
collection of that is this. That after 
we came to compare the schedules we 
came to the conclusion that thenkr., 
might not be the full 200,000 acres. 
You remember I told you a little while 
ago that we found that some few 

quarter sections, not a very large 
*' amount, I don’t know exactly, I can- 
not say what the amount was, were 
included in the schedules, but which 
the C.P.R. would not be able to hand 
over as they found out, one or two 
having been sold and I think some 
squatters’ rights or whatever it was, 
but that was a very small amount, 
not a very large amount, and the 
idea we formed was that probably that 
would not amount to the 200,000 
acres and that the 8,640 acres might 
be taken because we wanted at least 
200,000 acres. 

Q.—I read to you now from the de- 
positions of Mr. Lefurgey, a statement 
dated the 13th June, 1904. 

‘Statement re lands bought from 
CEP Rei by Ry H.Pope wand G.) Wi. 
Fowler. . 

and bought from C.P.R., 200,810 


acres. 
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Land sold to the Great West Land 
Company 193,9371.40. 

Land still held 6,878.60 acres.’’ 

Is that new to you? A.—That is 
new to me, yes. 

Q.—You are, perhaps, surprised at 
it? A.—I am not going to express 
my sentiments about it. 

Q.—You are not willing to express 
any sentiment about it, whether you 
are surprised or not? A.—No. 

Q.—It is new to you, at all events? 
A.—It is new to me. 

Q.—What were you doing to pro- 
tect your company and your share- 
hdlders in this transaction with Fowler 
and Pope? A.—We were looking after 
the interests of the Company. 

Q.—This is a thing that you would 
have ascertained easily if you had 
made any inquiry, is it not? A.— 
IT made no inquiry. I had no idea of 
directing an inquiry in that direction 
at all. 

Q.—If the proposition from Pope 
and Fowler to you had been ‘‘we are 
going to keep some of our selected 
lands and we are going to hand over 
other selected lands’? it would have 
been a different proposition, of course? 
A.—Quite certain. Then we would 
have seen that that did not occur. 

Q.—You would have seen that that 
did not occur. You are quite sure, 
Mr. Foster, that you have no interest 
in the land they are retaining, if 
they are retaining any? A.—I have 
told you, how many times do you want 
me to swear that? 

Q.—I have not asked you with re- 
gard to these lands yet? A.—I will 
then give you an answer that will 
make it unnecessary for you to ask 
any other. I had no interest, have 
no interest, never expected to have 
any interest in any lands bought by 
Pope and Fowler from the C.P.R. rail- 
way, selected before that time, at that 
time or since that time. Now, I.can- 
not make it any stronger than that. 

Q.—You have told me, you know, 
Mr. Foster—I do not want to quarre 
Mr. Foster—I do not quarrel with 
the emphasis of vour reply, that you 
were expecting Pope and Fowler to 
hand over all their selected lands to 
the Great West Land Company. You 
do not want to modify that, do youP 
A.—I certainly modify it if you put 
it in that way. I have no recollec- 
tion and certainly no intention of 
telling you— 

Q.—I am not putting it any differ- 
ently from what I put it before? A. 
—Well, there we are at a disagree- 
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ment again. We might as well try 
to get on common ground. 

Q.—It is my ground that we must 
get on, Mr. Foster? A.—Well, if it 
is good ground I will stand alongside 
of you, of course. 

Q.—Did you tell me that you ex-: 
pected that Pope and Fowler were 
turning over all the lands they had 
selected? A.—I told you to my best 
knowledge that I did not know whether 
they were turning over all the lands 
that they had selected from the C.P. 
R. or not. 

Q.—Did you afterwards say, Yes, to 
the very question I am putting now? 
A.—I afterwards said Yes to this, that 
I expected and I believe, at the pre- 
sent time, that my expectation has 
been borne out, that they were hand- 
ing over to us all the lands that under 
that contract were scheduled and that 
they were bound to hand over to us 
with the exception that I put in, of 
some little adjustment that had to 
take place where the C.Pi.R. gave 
others instead of some few quarter 
sections or sections which were found 
to be either sold or occupied. 

Q. I won’t say you have repeated 
yourself, because, perhaps, I have re- 
peated myself and we may be com- 
mon offenders in that respect, but the 
question I want you to answer is, 
were you expecting and believing that 
under that contract they were turn- 
ing over to you all the Jands that 
they had selected? You have told 
me you were? A.—I did not, Mr. 
Shepley. I do not want to contradict 
you. 

Q.—Did you know they were retain- 
ing any? A.—Did I know they were 
retaining any lands they had selected 
from the larger area? 

Q.—Yes? A—I did not know 
whether they were or not. 

Q.—Do you say that you thought 
they were? A.—I do not say that I 
thought they were or were not. 

Q.—Did you think that they were 
not Did you think that they were 
giving you everything ? A.—I thought 
they were giving us every acre of the 
land that they contracted to give. 

Q.—Did vou think that they had 
contracted to give you all they had 
selected? A.—Yes. 

Q.—That is what you toJd me be- 
fore? A.—Yes, yes 

Q.—Then if you thought ‘they were 
giving you all they had contracted to 
give you, all they had selected, you 
were getting an interest in all they 
had selected? A.—There again you 
and I are at variance in this respect; 
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I had simply regard to know noth- 
ing else of any other lands. I have 
simply regard to those lands which 
were defined in the schedule of the 
contract of 1903. Whether they had 
more lands than that that they had 
selected I did not know, but I did say 
that those lands that they contracted 
to give us were given to us, with the 
slight exceptions that I state. 


Q.—Now, I should have thought 
that it followed that if you believed 
you were getting all the selected 
lands, you believed that you were, 
yourself getting an interest in all the 
selected lands. I should have thought 
that followed as plainly as possible? 
A.—We certainly were getting an in- 
terest in all the selected lands that 
were contracted to us under that con- 
tract. 

Q.—And you thought that what was 
contracted under that. contract was 
all the selected lands? §§A.—So far 
as I knew they were. 


Q.—And so far as you knew you 
were getting an interest, the inter- 
est which has been spoken of? A.— 
Yes. 


Q.—In respect of all the selected 
lands? A.—Yes. 

Q.—And you never were informed, 
your suspicions never were aroused, 
that out of the selected lands, an 
area was being retained? Your sus- 
picions were not aroused at all? A. 
—No. 

Q.—Are you able to say now that 
you hear this for the first time to- 
day, that the Great West Land Com- 
pany has not paid for all the select- 
ed lands? A.—I am able to say that 
the Great West Land Company has 
not paid for any lands that have not 
been delivered to it, by the C. P. R. 
under its contract, and I am also 
able to say, what I think I have said 
before, that my idea was that in the 
contract of 1903 there were defined 
the lands which they had selected and 
they were turned over to us. 

Q.—You do not know and you never 
heard of Fowler and Pope making any 
payments to the C.P.R.? A.—They 
made those first payments. 

Q.—I mean except those that you 
refunded? A.—And that is all. 

Q.—And you refunded those in toto? 
A.—Refunded which in toto? 

Q.—The payments they had made? 
A.—We paid those. 

Q.—Paid them in full? A.—Yes. 
Part to the C.P.R. and part to Pope 
and Fowler. 
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Q.—And you did not make any re- 
duction in respect of lands retained? 
A.—No lands were retained. 


Q.—You do not know that they 
were; you did not know they were 
until I pointed it out to you this 
morning? A.—No lands were re- 
tained under that contract, certain- 
ly. That is all we were guided by 
and all I knew about. 


Q.—They were under obligation to 
pay the C. P. R. upon a 200,000 acre 
basis? A.—Yes. 

Q.—There is no doubt about that? 
A.—No doubt about that. 


Q.—And the payments they had 
made, they had made upon that basis? 
A.—I suppose so. 

Q.—And the payments you refund- 
ed to them had been made upon that 
basis arid you made no reduction in 
the refund? A.—yYes. 

Q.—That is right, is it not? A.— 
Yes. 

Q.—You do not know of Pope and 
Fowler ever paying anything them- 
selves to the C. P. R. in respect of 
the lands they had selected, do you, 
except the first payment, which you 
refunded? A.—Nothing. 

Q.—And for all you know to the 
contrary the C. P. R. has been paid 
in full? A.—I don’t know whether 
the final adjustment is made now .or 
not. 

Q.—In full upon the 200,000 acre 
basis? A.—What I mean to say, and 
it seems to me as clear as daylight, 
is that we were as the Great Western 
Company to pay $3.50 to the C.P.R. 
and a portion in cash to Pope and 
Fowler and a portion in stock to 
Pope and Fowler, all based on a pos- 
sible acreage of 200,000, and that 
neither Pope nor Fowler, to speak 
only as to their portion of the money 
profits, nor the C. P. R. as to the 
debt due to them, because adjust- 
ments have been made, has been paid 
anything more than will make that 
price upon the acreage as, when the 
final adjustment is consummated, it 
appears that the Great West Land 
Company has got. Now those were 
my instructions to Mr. McWhinney 
and I know that Mr. McWhinney has 
carried them out. I myself have 
been with him when we figured out 
the deductions to be taken off of 
Pope and Fowler’s payment, and also 
off the C. P. R.’s payment. It was 
impossible to make the deductions 
accurate until we got the final ad- 
justment, and I do not know how 
long ago, but it is not many weeks 
ago that we received the last two 
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township maps, which give the exact 
acreage. We bought 200,000 acres 
more or less; it is defined in town- 
ships and sections; the exact acre- 
age is only known when the final sur- 
vey is made by the Government and 
the acreage is put upon it, and the 
last two township maps only came 
in, I think, a few weeks or a few 
months ago. I asked Mr. McWhin- 
ney the other day if he was able now 
to get at the absolute acreage that 
we got. He said that he had re- 
ceived the last two maps and as soon 
as he had a little time he would he 
able to figure out the exact acreage 
and make the proper adjustments. 
Now, if it turns out that we have 
paid the C. P. R. one single dollar 
more than we ought to have paid 
them, on the final adjustment the C. 
P. R., of course, adjusts that matter 
with us and pays us back that amount, 


if there is any. In exactly the same 


way with Pope and Fowler in trust. 
But if there is the idea that we have 
paid—taking into account what we 
have paid to the C. P. R. to Pope 
and Fowler, both in stock and in 
cash, one cent more than at the rate 
of $5 per acre for every acre receiv- 
ed, that is a wrong impression. We 
have not. Now, after all this con- 
troversy between us that is the simp- 
lest and plainest way that I can put 
it, and if it turns out, by an examin- 
ation of the books that there has been 
an over-payment in any respect that 
is to be adjusted. Now we have paid 
to—I think I might be allowed to give 
this in furtherance of my statement? 

Q.—It really has not anything to 
do with the subject that I am inquir- 
ing into or attempting to inquire in- 
toP A.—Then I have misapprehend- 
ed your scope, but any way you will 
not object to my making the addi- 
tional statement so long as I have 
made so much? 

Q.—How long will it take? A.— 
Not two minutes. That with refer- 
ence to each one of the parties in- 
terested, so far as they have come to 
our knowledge in making them their 
payments of money, we have adjusted 
it so far as we know the acreage at 
the time. We still hold the stock 
of all these parties and it is perfect- 
ly understood that if, in the final ad- 
justment there is a little lees acre- 
age than we have thought at the 
time, that they are subject to an 
adjustment with reference to the 
amounts that were paid to them. 

Q.—This is from Mr. Pope’s evi- 
dence at page 51: 
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“Q.—What land was kept out of 
the 200,000 acres, reserved by the 
syndicate? A.—Well, 7,000 acres ap- 
proximately. 

Q.—For what purpose? A.—The 
syndicate’s purpose. — 

Q.—That is the syndicate were to 
hold that themselves? A.—Yes. 

Q.—Who arranged to keep out the 
7,000 acres from the sale? 

WITNESS: Who made the selec- 
tion of the 7,000? 

COUNSEL: Who arranged to keep 
that out? What members of the 
syndicate? A.—Well, not a meeting 
of the syndicate. 

Q.—You never had a meeting? A. 
—It was a matter of conversation be- 
tween myself and Mr. Fowler, for two, 
and Mr. Lefurgey for three, and } 
fancy Mr. Bennett, and, as far as I 
remember, rather than a meeting, it 
was while we were all in Ottawa to- 
gether and we talked the matter over 
and we decided to keep 7,000 acres. 

Q.—When was that? A.—It would 
be just about the time we were mak- 
‘ ing the sale. I don’t just remember 
what the dates are.’’ 

That is what Mr. Pope says about 
it. He says:—‘“‘I tell you it was in 
the interests of the syndicate. 


Q.—You did not make it up to them 
and gave them 8,640 acres more? A. 
—No, not the syndicate. » 

Q.—Well, the same parties that held 
the land? A'—No, not at all. 

Q.—Pope and Fowler held the 200,- 
‘000 acres? A.—That was an after con- 
sideration. 

Q.—And Pope and Fowler held 17,- 
‘000 acres? ,A.—That is another bar- 
gain. They are not associated to- 
gether. 

Q.—You made the bargains at the 
same time, practically? A.—No, not 
at all at the same time. Even if it 
‘was the same time it would not make 
any difference, it was a different bar- 
gain. Mr. Fowler made the trade 
and he knows the details better than 
bedax’ 

This is what he says about the sale 
‘to the Company :— 

‘‘We said we would sell them 200,- 
‘000 acres more or less and there was 
no discussion.’’ 

That is 200,000 acres, more or less, 
was what they were professing to sell 
‘to you, and when it fell under that 
you did not make any inquiries. Did 
you really suppose that Mr. Pope and 
Mr. Fowler, with the right of select- 
ing 200,000 acres at a cheap price had 
failed to select their whole 200,000? 


-A.—No, I did not suppose that they 


162 


Ind. Order of Foresters, 
(G. E. Foster, Ex’d.) 


had done anything else than select 
their 200,000, more or less, subject 
to the adjustment of acreage. 

Q.—If it was such a brilliant pro- 
position, they would not fall short 7,- 
000 acres in their selection, would 
they? It does not sound plausible, 
does it? A.—I don’t know. 

Q.—At all events when they fell 
short 7,000 you did not make any 
inquiries to find out whether you were 
getting all you thought you were get- 
ting or not? A.—TI have no answer 
to give you but the one I have already 
given you, that without any know- 
ledge of any of these things that you 
have brought to my attention this 
morning, we simply took that docu- 
ment as defining the area which we 
were to purchase and which we had 
contracted to get, and that, whether 
that were more or less than 200,000, 
we paid for the acreage that we got 
and we got it out of that and that of 
those defined portions some few sec- 
tions, but a small amount, had to be 
exchanged for others, but for every 
quarter section or section that was 
found to be sold or occupied we re- 
ceived from the C.P.R. at our own 
selection an equivalent, so that I had 
no other thought at all than that I 
was receiving the 200,000 acres, more 
or less, for which we had contracted. 
If we did not get it we did not pay 
for it, that is certain. 


Q.—Then when the 8,640 acres were 
taken over, with whom did you do 
your bargaining? A.—Pope and 
Fowler. 

Q.—Both of them? A.—Well, Pope 
was acting for Pope and Fowler. 

Q.—Your bargaining, then, was with 
PopeP A.—Yes. 

Q.—The distribution of the purchase 
money, the cash and stock, was not 
like the distribution in the case of the 
larger blockP A.—Yes, with the ex- 
ception of the fractional part just the 
same, wasn’t itP 

Q.—Do you say soP A.—Yes. 

Q.—In the one case they were get- 
ting a quarter in stock. In this case 
they were getting nearly half in stock? 
A.—tTheir terms were $5 per acre. 

Q.—Of which they got $1 profit. 
Now, under the old arrangement in 
respect of that dollar they would get 
three-fourths or 75 cents in cash and 
25 cents in stock? A.—Under that 
arrangement they sold the land at $65. 
They take one dollar in stock. 

Q. I am pointing out to you that 
the distribution as between stock and 
cash was different in the case of the 
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8,000 acres. If you assented to ‘that 
I was going to ask you why the dif- 
ference was made? A.—In the 200,- 
000 block they received $4.50 per acre 
and took twenty-five or on that basis 
in stock. In the second they sold the 
land at $5 per acre and took $1 in 
stock. 

Q.—Why the difference? A.—That 
was the bargain that was made. 


Q.—What was the discussion be- 
tween you? A.—I think that was an 
offer we made them. 


Q.—Then the suggestion to buy 
came from you? A.—Oh no, the sug- 
gestion to sell came from Pope and 
Fowler; and the suggestion as to the 
prices, the arrangement of the prices 
as to stock and cash came from us. 
I think we made them that proposi- 
tion by telegram. 


Q.—Why did you make them, an offe 
with more stock in it than there was 
in the other offer which they had ac- 
cepted? A.—Well, that would be 
more favorable for the company. 

Q.—Do you remember any discus- 
sion about it? A.—I remember no dis- 
cussion about it, except that I con- 
sulted—I think their terms at first 
were. I am not certain, $5 per acre 
and 50 cents in stock, and I think that 
after consultation we offered them the 
terms that we did offer at the last 
and they accepted them. 

Q.—Was there any talk of this 8,- 
000 acre transaction when the other 
was carried through? A.—WNo sir. 

Q.—None whatever? A.—None 
whatever. 

Q.—Have you heard of the remain- 
ing part of the 17,000 acres being 
sold? A.—TI have not. I know noth- 
ing about it. 

Q.—Was there any correspondence 
upon the subject of that bargain? 
A.—Of the 8,640 P 

Q.—Yes? A.—Simply an offer with 
a price. 

JUDGE MacTAVISH: An offer to 
sell, do you mean? A.—An offer to 
sell, with a price attached, and an 
offer to take at the price that we 
adjudged proper. 

MR. SHEPLEY: Where are those 
papers now? <A.—Oh, I think they 
must be in the records. 

Q.—Do you think you can find 
them? A.—TI will find them if they 
are there, Mr. Shepley. As I recol- 
lect it, it is telegraphic. I think we 
telegraphed them in the end that we 
would take the lands if they would 
give them to us at that price, so 
much in stock. 
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Q.—I suppose it was you who were 
conducting this correspondence? A. 
—Yes, I conducted the correspond- 
ence. ’ 

Q.—Were you in consultation with 
Mr. Wilson and Mr. McGillivray about 
it before you dealt with it? A.— 
Yes. 

Q.—Then I come to another matter, 
still connected with the Great West 
Land Company. You told me yester- 
day that when the Union Trust Com- 
pany was invited to finance the pro- 
position—and indeed the minutes 
show that—that the Union Trust 
Company was to have 237 shares— A. 


—And a halt. 


Q.—And a half, as the considera- 
tion for financing the transaction? 
A.—Yes. 

Q.—And that, you told me yester- 
day, was to be absolutely the proper- 
ty of the Union Trust Company? A. 
—Under the contract as it was then 
made. 

Q.—Then, subsequently, when the 
transaction was put into the shape 
of a mortgage? A.—November 1905. 

Q.—At that date—I am just going 
to refer you to the minutes—there 
seems to have been an adjourned — 
meeting. ‘‘Minutes of the directors, 
November’ 7th, 1905. Mr. Steven- 
son, Mr. McGillivray, Mr. Davidson, 
Mr. Ross, Mr. Wilson and Mr. Fos- 
ter, being present.’ It is stated in 
the minute that some discussion was 
had with reference to the Great West 
Land Company, and the decision of 
the Union Trust Company in regard 
thereto. This matter, however, was 
left over to be taken up at the ad- 
journed meeting, and the meeting 
then adjourned until Monday the 13th 
November at half-past two o’clock. 
Do you remember that meeting of the 
13th November? I mean, have you 
an independent recollection of it? A. 
—I remember that we had such a 
meeting and if the date is there at 
that I should suppose that is the 
time. 

Q.—Then there is a meeting of No-> 
vember 18th. ‘‘The adjourned meet- 
ing of the Board of Directors was 
held in the office of the Union Trust 
Company at 2.30 p.m.’’ The same 
directors were present as at the meet- 
ing of the 7th. You say you have 


a recollection of that meeting? A.— 


Yes. 

Q.—You kept a book in which the 
directors put their signatures when 
they attended a meeting, did you 
not? A.—Yes. 
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Q.—And this is the book here, is 
it not? A.—That is the book. . 

Q.—You recognize it. Has your 
attention been directed to this book 
before in connection with this trans- 
action? A.—No. 

Q.—It was always signed, was it 
not, that’ was the usual custom? A. 
—The usual custom, that is right. 

Q.—Wasn’t it more than usual? 
Wasn’t it invariable? A.—No, I 
will tell you what would occur; some- 
times a director would come in after 
the book had been signed and it might 
be that his attention would not be 
called to it, and it might be discover- 
ed afterwards and the book would be 
either taken to him, if he was within 
the building, so that he could sign 
as being present or we would wait 
until the next meeting came at which 
he was present and then sign his 
name. 

Q.—But it was your rule to have 
the signatures? A.—Oh_ yes, that 
was the rule. * 

Q.—Now, I see that there are the 
signatures in respect of the meeting 
of the 7th November, and the next 
set of signatures is the 26th Decem- 
ber, so that there are no signatures for 
the meeting of the 13th November? 
A.—Is that the adjourned meeting? 


Q.—Yes, that is the adjourned 
meeting. How do you account for 
that? A.—It must have been an 


omission that is all. Theré is a 
meeting here of November 7th and a 
meeting of December 26th. 


Q.—And nothing between? As 


There certainly were meetings between 


those. 

Q.—The matter may be of some 
importance because it was at this ad- 
journed meeting, when there are no 
signatures of directors in the book, 
where they are always expected to be 
placed, that the resolution was pass- 
ed requiring the stock received under 
the former arrangement, the 237 
shares and the 100 shares to the Doc- 
tor to be released to the original 
owner. That was an important mat- 
ter? A.—That is the meeting of the 
18th November or the 28th? 

Q.—That is the meeting which’ is 
said to have taken place on the 13th 
November, according to the minute? 
A.—That does not appear in this min- 
ute book? 

Q.—There do not appear to be any 
signatures of any directors present 
at any meeting on that day? A.— 
No. 

Q.—Who wrote up these minutes? 
A.—I did. 
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Q.—That was rather an important 
question, was it not? A.—Yes. 

Q.—The question of having the 
Union Trust Company give up what 
it had bargained for? A.—Yes, 

Q.—Do you remember any discus- 
sion about it? A.—-I do. 

Q.—At that meeting? A.—At the 
adjourned meeting. 

Q.—At the meeting said to have 
taken place on the 13th November? 
A.—Well, it not only is said to have 
taken place, but it did take place, 
Mr. Shepley. I recollect that the 
matter was discussed at the first 
meeting, and also at the adjourned 
meeting, and fully discussed as such 
an important matter should be. 

Q.—Tell me what the discussion was 
that you remember? A.—The dis- 
cussion proceeded upon the proposi- 
tion made by Mr. Stevenson who ob- 
jected to the security being any long- 
er in the form of a partnership and 
stock arrangement; he preferred for 
various reasons, that it should be put 
into the shape of the straight loan 
and that the Union Trust Company 
should have an inclusive mortgage | 
upon everything and should give up 
its stock. 

Q.—That is the stock that repre- 
sented the advances? A.—Yes, all 
stock, as I understood it. 

Q.—What did he say that made you 
think he meant the stock that the 
company had earned and which had 
been given to itP A.—The whole 
discussion led to that. 

Q.—Then, if the whole discussion 
led to that you can, perhaps tell me 
what was said about it? A.—It is 
impossible for me to detail conversa- 
tions which took place then. 

Q.—You are very clear indeed with 
reference to Mr. Stevenson’s atti- 
tude? A.—I am. 

Q.—With regard to the taking of 
a mortgage and giving up the stock 
which represented advances? A.— 
Yes I remember very clearly the main 
points of the business that was con- 
ducted at that time, but it is im- 
possible for me to remember the in 
dividual discussions that took place. 
Now, if you will let me give you my 
impressions I will give them to you 
in full. 

Q.—I would rather first see whether 
vou can remember. Do you remem- 
ber at all anybody saying that the 
237 shares were to be given up al- 
though they were earned and did not 
cease to be earned by changing the 
transaction? A.—yYes. 
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Q.—Whom do you remember as 
speaking about it? A.—I remember 
that I myself spoke about it. 

Q.—What did you say? A.—I said 
this in reply or in discussing the ques- 
tion upon Mr. Stevenson’s proposition 
that we should go to a straight mort- 
gage and that the Union Trust Com- 
pany should give up its stock. I said, 
as far as I can recollect. this, and 
my recollection is, as to the point I 
made, very clear, that while that would 
not be to the disadvantage of the 
people who held the stock, that I 
thought it would be to the disadvan- 
tage of the Union Trust Company, be- 
eause I believed that if they held that 
bonus stock they would have a profit, 
over and above the interest that they 
would receive and I believed that their 
shares also would bring them in par or 
more than par and they would have 
some profit on that. Now, I am 
clear, absolutely clear and distinct on 
that. 

Q.—That you were advocating at 
that Board meeting the company re- 


taining the bonus stock? A.—I ab- 
solutely put it that way. 
Q.—Who opposed it? A.—Mr, 


Stevenson opposed it. 

Q.—Mr. Stevenson advocated throw- 
ing it away, giving it backP A.—A 
riddance of stock entirely. 

Q.—Do you say that referred speci- 
fically to the bonus stock? A.—So 
far as I understood, it referred to the 
whole of the stock. Now, let me say 
this in justice to Mr. Stevenson. 

Q.—Wait a moment. Mr. Steven- 
son, perhaps, can take care of him- 
self. Mr. Stevenson’s proposal was to 
turn the advances into a mortgage, 
is that right? A.—In part. It is 
not the whole of it. 

Q.—Did he mention specifically any 
stock at all? A.—He mentioned stock 
specifically. 

Q.—Did he distinguish in what he 
said between the two kinds of stock? 
A.—I don’t know whether he distin- 


guished between the two kinds of stock » 


or whether he simply referred to stock 
generally. I would not say that he 
did refer to it in any other way than 
to say that it was stock. 

Q.—And you did not suppose that 
Mr. Stevenson was advocating under 
the cover of a general proposition to 
turn the advances into a mortgage, 
that he was advocating giving up any 
rights of the company to the bonus 
stock? A.—I nnderstood that he was 
advocating giving up all stock, what- 
soever, and getting out of it entirely. 
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Q.—Because he used the generic 
term, stock? A.—Partly that and for 
the reason that I gave you as well. 

Q.—And do you say that you op- 
posed Mr. Stevenson as to the bonus 
stock? A.—I told you what I did. 

Q.—You said ‘‘No, don’t give up the 
bonus stock?’?’ A.—I never said that. 

Q.—What did you say? A.—TI said 
what I told you I said. 

Q.—That is the same thing in effect? 
A.—No, it is not; it is quite different. 

MR. NESBITT: You are.very un- 
fair in your way of putting it, if you 
do not mind me saying so. ‘ 

MR. SHEPLEY: I do mind? A.— 
I was suggesting. I was not oppos- 
ing. I have told you before that 
whatever the Foresters represented as 
wanted in these discussions was car- 
ried out. Now I tell you just as 
honestly, Mr. Shepley, that I did not 
put it in the words you say, bunt that 
I did suggest and say to Mr. Steven- 
son, and I am saying this on my oath, 
that while that would be more profit- 
able to us who held the stock, that I 
did not think it was in the interests 
of the Union Trust Company to have 
it done, because, in the first place, I 
believed their bonus stock would be 
valuable to them, and that the stock 
they held for advances which they 
commuted into stock would also show 
them a profit. 

Q.—What was Mr. Stevenson’s re- 
sponse to that? A.—My recollection 
of the drift of Mr Stevenson’s re- 
marks is that he wanted to be rid of 
stock transactions absolutely. 


Q.—You said a moment ago that he 
did not say anything specifically with 
regard to the bonus stock? A 
Well, I am not going to swear that 
he mentioned the several kinds of 
stock, but I am going to swear that 
the proposition as he put it conveyed 
to my mind that he proposed to get 
rid of all stocks, wipe them out en- 
tirely, have no partnership in the con- 
cern, and go back to the plan of a 
straight loan and nothing else. 

Q.—Were you advocating yourself 
the retention of the stock for ad- 
vances? A.—I simply put it in the 
way in which I have put it to you. 

Q.—But about the stock for ad- 
vances? A.—yYes, the stock for ad- 
vances, I suggested that it would be 
more profitable to the Union Trust 
Company to keep them both, to keep 
them all. 

Q.—Will you say you specifically 
mentioned the bonus stock? A—Yes. 
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Q.—You will go so far as that? A. 
—I will go so far as that. 

Q.—You were advocating the reten- 
tion of both, as I understand you to 
say now, but you did specifically ad- 
vocate the retention of the bonus stock 
even if the other was given up, is that 
right? A.—I placed them together. 

Q.—You did not distinguish between 
them? A.—I distinguished in name 
but I placed them exactly as I told 
you I placed them, that I thought it 
would be more profitable for the Union 
Trust Company to keep the stock be- 
cause in respect of the bonus stock 
they would make, I believed, a hand- 
some profit and with reference to the 
advances stock, if they call it that, 
that they would realize some profit. 

Q.—You put them together? A.— 
I put them together. 

Q.—You bracketed them together 
in your advocacy? A.—Yes. 

Q.—And Mr. Stevenson’s reply, so 
far as you are able to tell us was a 
general reply? A.—Conveyed the im- 
pression to my mind that he did not 
want to have anything to do with any 
of the stocks. 

Q.—It was a general observation 
that he made with regard to stock? 
A'.— Yes. Now I think I must say 
this, Mr. Shepley, that Mr. Stevenson 
gave his impression of that before 
this Commission, and your Honors 
heard it? 

JUDGE MacTAVISH: Yes. A.— 
And Mr. Stevenson’s impression as 
conveyed by that evidence was that he 
did not have in mind the bonus stock, 
but he only had reference to the other 
stock. Now, Mr. Stevenson’s oath and 
opinion and impression is not travers- 
ed by my statement to-day, which 
must be my conception of what took 
place; and as Mr. Stevenson himself 
was good enough to say, he would not 
say that I had not that impression 
if I stated that I had; I say the same 
with reference to him. 


MR. SHEPLEY: I suppose there is 
not any doubt that you were getting 
an advantage by the giving of that 
stock? |A.—Undoubtedly so, and I 
stated that in the discussion. 

Q.—Now, this minute also deals 
with the Doctor’s stock? | A.—Exact- 
ly the same way. 

Q.—Was anything specifically men- 
tioned about that stock at the meet- 
ing? A.—What was mentioned, so 
ia as I know, was with reference to 
the— 

Q.—Do you remember that the Doc- 
tor’s stock was mentioned? A.—AIl 
the bonus stock was mentioned. 


Ind. Order of Foresters. 
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Q.—Was it mentioned: otherwise 
than in a general way? A.—It was 
mentioned, the whole of the bonus 
stock. 

Q.—You were not talking about di- 
rectors’ stock, directors’ qualification 
stock? A.—Oh no, I did not say we 
were. 

Q.—Did you mention the Doctor’s 
stock at all? A.—The Doctor’s stock 
and the bonus stock were included in 
the stocks that we discussed. 

Q.—Did you mention the Doctor’s 
stock? A.—I mentioned the whole 
of the bonus stock. i 

Q.—Did you mention it otherwise 
than as the bonus stock? A.—I 
wouldn’t swear whether I said it was 
the directors’ stock or the Doctor’s 
stock or whether it was bonus stock. 

Q.—Will you swear that you refer- 
red in language to anything more 
specific than the bonus stock? A.— 
I will not swear positively. I know 
what I had in my mind and I know 
what was understood at the meeting. 

Q.—Then do you say that Mr. Ste- 
venson formally moved this resolu- 
tion, do you say that as a matter of 
memory? A.—Yes, as a matter of 
memory. : 

Q.—He did not reduce his motion to 
writing and hand it in? A.—Well, 
he says he did not, but my impres- 
sion would have been that he did give 
it in writing, but if he positively 
swears that he did not, then I would 
not positively swear that he did, but 
I would swear that the substance of 
Mr. Stevenson’s proposition, whether 
it were written by himself or written 
at the time by anyone else, the sub- 
stance of Mr. Stevenson’s proposi- 
tion— 

Q.—As you understood it?, A.—As 
I understood it, is in that resolution. 

Q.—If he did not hand it In In 
writing, then, of course, the language 
is yours? A.—I don’t know that it 
is mine or whether someone else. 

Q.—You wrote up the minutes? A. 

—I wrote up the minutes, but my 1m- 
pression is that there was a resolu- 
tion which I embodied in the min- 
utes. 
Q.—I say, if there was not, then 
the language here used is yours? A. 
—No, I don’t think you have a right 
to infer that. Someone else at the 
Board may have written the resolu- 
tion. 

Q.—I say. if there was no written 
resolution by anybody presented at 
the Board? A.—yYes, if no written 
resolution was presented by anybody 
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at the Board, then the resolution 
would be made up by myself, but my 
impression very strongly is that there 
was a written resolution and I should 
have said that the resolution was 
written by Mr. Stevenson himself. It 
may have been written by someone 
else. 

Q.—Then we come to the next meet- 
ing, the meeting of the 28th, at which 
the documents prepared to carry out 
that arrangement were submitted and 
approved. ‘‘That the form of agree- 
ment between the Union Trust Com- 
pany and the Great West Land Com- 
pany as submitted by the solicitor 
pursuant to the resolution passed at 
the last meeting, be adopted.’’ That 
does not, in specific terms, refer to 
the subject matter of the agreement, 
but it was the agreement by which, 
among other things, the bonus stock 
was given up? A.—Yes. 

Q.—Now there are no signatures of 

the directors in respect of that meet- 
ing, are there, Mr. Foster? A.—No, 
I do not see them here. 
_ Q.—Now, you will observe that it 
is the custom when the minutes of a 
meeting are confirmed to have the 
chairman so mark them? A.—Yes. 

Q.—You will notice also that in re- 
spect of the meeting of the 7th No- 
vember there is no confirmation of 
that kind? A.—That is the adjourn- 
ed meeting? 

Q.—No, the 7th. And then the 
adjourned meeting of the 13th simi- 
larly, there is no signature to that of 
any confirming chairman. Then at 
the next meeting of the Board of Di- 
rectors, which is on November 28th, 
there is a place for confirmation and 
the word “Chairman”? but it is not 
signed by any chairman? A.—Well, 
what are you reading from? Are 
those taken from the minute books? 

Q.—This is said to be a full copy 
of the minute books, furnished to us 
us suchP A.—And the minute book 
has not the certificate? 

()—It has not? 
ute book here? 

Q.—I will have it for you during 
the adjournment, if you want it. I 
am not professing to have compared 
it myself but I am assured that this 
is a full and exact copy? A.—What 
struck me just at this time was that 
this might be a copy and that the 
chairman’s name was not copied in. 

Q.—When we come to the meeting 
of the 26th of December, then we 
have a confirmation of that, do you 
see? A.—Yes. 


A.—Is the min- 
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Q.—<And so with the meeting of the 
5th January? A.—Let us see who 
were the chairmen of those meetings. 
Mr. Stevenson being Vice-President, 
would be the chairman of this meet- 
ing, if he were there. Now here is 
your adjourned meeting. This min- 
ute would not be read until this Board 
meeting took place. Then Mr. Ste- 
venson was the chairman and this was 
the adjourned meeting of the board. 
Now, did not Mr. Stevenson in his 
evidence say that at that adjourned 
meeting it was very hurried and he 
himself had to leave on his way to 
England? 

Q.—That may be so? A.—That 
would -give a reason why neither of 
these were signed. 

Q.—The one of the 18th would not 
be signed that day but when it was 
confirmed at the subsequent meet- 
ing? A.—Yes, but he was the chair- 
man. Mr. Stevenson, if he were 
there. 

Q.—There is no statement of that 
in the minutes? A.—That is a mat- 
ter of course. The Vice-President 
in the absence of the President takes 
the chair. 

Q.—Does the person in the chair 
move resolutions? A.—It is quite 
possible, yes. 

Q.—It is not frequent? A.—Oh 
well, I have seen it done ‘very often. 
That would account for both of these. 


Q.—That would only account for the 
one of the 7thP A.—Would not it 
account for this? 

Q.—No, you do not sign on the day 
of the meeting? A.—No, but he went 
to England and did not get back for 
a month or two months. 


Q.—But the confirming signature is 
the signature of the chairman on the 
day of the confirmation? A.—Well, 
I know that has taken place and often 
we wait for the chairman who was at 
the meeting, until he comes to the 
meeting again and often maybe two 
or three are signed at once. 


Q.—Then your ideas, with all the 
lawyers you have there. are different 
from any deliberative bodies I have 
heard of? A.—Well, I have been in 
a great many deliberative bodies and 
held many directorships and I have 
seen minutes signed long afterwards. 
Tt is not strictly the right thing to do 
but it is done. 

Q.—Was Doctor Oronhvatekha pre- 
sent at the meeting of the 13th No- 
vember? A.—I don’t think he was. 
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Q.—At which you were deliberating 
about dealing with his shares of stock? 
A.—No, I don’t think he was. 

Q.—Was he present at the meeting 
of the 28th November? A.—wNo, I 
don’t think he was. 

Q.—When the agreement was sub- 
mittedP A.—I don’t think he was. 

Q.—Did you yourself have any dis- 
cussion with him personally about his 
giving up his bonus stock? A.—Doc- 
tor Oronhyatekha at that time was far, 
far distant. 

Q.—Then you did not? A.—I cer- 
tainly did not. He was in India, I 
think, at that time. That is my im- 
presxon that that was the time he 
was away. He went away about No- 
vember of that year and he did not 
get back again till some time in the 
spring of 1906, and always, in his 
absence, Mr. Stevenson is the repre- 
sentative who does everything that is 
necessary to be done. 


Q.—Now, of course, there was no con- 
sideration moving to the Doctor giv- 
ing up his shares, he was to receive 
no consideration for giving up the 
shares? A.—Nothing at all. 

Q.—Which were resolved to be given 
up in his absence; he received no con- 
sideration for that and was to receive 
none? A.—No. 

Q.—And you told me yesterday that 
you understood that he had a right 
to deal with those shares as he saw 
fit and that you supposed he was deal- 
ing with them for the benefit of the 
company. Is that right? A.—I have 
not looked over my evidence with re- 
ference to that. 


Q.—Is it right to-day? A.—I would 
like to look over that evidence. I am 
not sure that I would not put it a 
little differently, and say that if I 
had any idea at the time as to what 
was to be done with that 100 shares 
of stock I would say that it was put 
in the Doctor’s name to be used for 
the benefit of the Great West Com- 
pany. I think that what I said yes- 
terday was the Union Trust Company, 
but if I make any revised statement 
in regard to that, I think I would put 


it that my impression, if I had any © 


at the time, was that the Doctor held 
that stock to be used in some way 
to promote the Great West Land Com- 
pany in its financial operations, or, 
if it were not so used, to come back 
to the original owners from whom it 
proceeded and from whom it went to 
him, without any consideration unless 
something were done to assist the com- 
pany by means of that stock. 


Ind. Order of Foresters. 
(G. E. Foster, Ex’d.) 


JUDGE MacTAVISH: By ‘‘Com- 
pany’? you mean the Great West Land 
Company? A.—yYes, I think I put it 
so yesterday. 

Q.—I think you used the word 
“Company”? yesterday? A.—Just 
‘“‘Company ?”’ 

MR. SHEPLEY: You are not in- 
tending to modify what you said yes- 
terday, that you did not suppose he 
was holding it for the benefit of the 
syndicate? You do not intend to 
modify that to-day, do you? A.—TI 
think the best I can do is simply to 
hold to the statement I make now 
after having thought over the matter 
and revised my statement. 

Q.—Do you say now that you had 
any idea he was holding for the .bene- 
fit of the syndicate? A.—Well, I 
now have given you, Mr. Shepley, all 
I possibly can on that and you can 
make any deduction from that you 
like. 

Q.—Do you look upon the transac- 
tion from the standpoint of the Union 
Trust Company as a prudent and 
reasonable transaction? A.—Which 
transaction? 

Q.—Giving up the stock? AL 
That is all dependent upon the point 
of view. Now, take the situation as 
it is. 

Q.—From your point of view? A.— 
I am going to give you the point of 
view. There were three transactions. 

Q.—Cannot you tell me whether 
you think it prudent, from your point 
of viewP A.—I will tell you, but I 
think I must preface it by three obser- 
vations and they will be very short. 

Q.—Will you follow it by the ob- 
servations and answer the question 
first ? A.—I am going to answer 
your question at the end of my very 
short observations. 

Q.—Please answer it first. Will you 
be so very good as to tell me from 
your point of view, as you stand there, 
whether you think it was a prudent 
transaction for the Union Trust Com- 
pany? At—I can answer that very 
easily. I don’t think it was, from the 
standpoint of the Union Trust Com- 
pany. 

Q.—That is what I wanted to know. 
Now, if you want to make your three 
observations, make them? A.—Yes, 
there were three transactions. The 
first was when the proposition was 
taken and the Union Trust Company 
took up that agreement of the 22nd 
June, and everything is set out in full 
in that and in the appended acree- 
ments to which reference is made 
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there. That was offered to the Union 
Trust Company; it was taken into de- 
liberation, advice was taken, thorough- 
ly considered, and the Union Trust 
Company, with Dr. Oronhyatekha 
there, accepted the proposition and if 
Dr. Oronhyatekha, as representing the 
Foresters, had raised his little finger 
against that proposition it would 
never have been passed and would 
have been taken immediately by those 
who had it in charge, somewhere else. 
It was done for a profit to the Union 
Trust Gompany. The second trains- 
action was where they exercised the 
right, the option, to put their advances 
into stock. That was not urged by 
the Great West Land Company or 
any person in connection with it. It 
was decided upon after discussion. 

Q.—That did not alter their right 
in respect of this bonus stock? A.— 
I am not talking about their right; I 
am just making a statement. That 
was decided upon after a discussion 
and decided, as the previous one had 
been, because in the opinion of the 
Board, it would be to the advantage 
of the Trust Company to have that 
change made, and that option exer- 
cised, and that that was on the ini- 
tiative and the insistence of the Fores- 
tric representatives in the Board. Now 
we had, as far as the Great West 
Land Company is concerned, and the 
Union Trust Company is concerned, 
an absolute contract which was bind- 
ing on both parties and which neither 
party could have abrogated without 
the consent of the other. We come 
up to the culmination on the 28th 
November, 1905, when on the initia- 
tive of the Forestric representative, 
and the insistence of the Forestric 
representative, and against our wishes 
—no, that is too strong—and without 
any insistence by us, a complete 
change was made and instead of being 
a stock partnership concern any longer 
it was thrown into a first mortgage. 
Now, my opinion on that is that you 
cannot eat your cake and keep it in 
the basket at the same time. 


Q.—I do not mind your stating 
this, but— A.—I must give my view, 
if the Commissioners will allow me. 

Q.—But I do not think you should 
express an opinion? A.—TI think I 
should express my opinion with regard 
to it. If I am not allowed to, of 
course—it is simply this as to the 
prudence or justification of that ac- 
tion; the position was simply this, 
that under the preceding contract and 
as it then stood if there had been any 
loss, the Union Trust Company would 
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have to have shouldered their propor- 
tion of that loss according to the 
stock they had for advancements. Mr. 
Stevenson seemed to have conceived 
the idea about that time that there 
was to be profit and might be a loss 
in the Great West Lands. He stated 
that here in his evidence, and to my 
mind it was because of the desire not 
to be in a position to have to shoulder 
a part of the loss that that arrange- 
ment was reversed and they took the 
first mortgage, which would give 
them the whole of the security to 
satisfy their advances, and the whole 
of the loss, if there were any, would 
fall upon those who held the stock. 
Now that being a binding agreement, 
which could not be given up or chang- 
ed without the consent of both par- 
ties we made the consent and we made 
no objection, but the conditions, as 
we understood them were the condi- 
tions that I have stated, that the 
bonus stock should be given up. That 
is all I have to say with reference to 
that. 
(Adjourned to 2 p.m.) 


AFTERNOON SESSION. 


Resumed at 2 p.m., October 4th 
1906. 

Examination of GEORGE E. FOS- 
TER continued: 

MR. SHEPLEY: I think you have 
told me you considered the abandon- 
ment of the bonus stock for the Union 
Trust Company an improvident act 
on the part of the company having 
regard to the interests of the com- 
pany? A.—Yes. ; 

Q.—Of course the stock did not 
carry any liability with it there was 
nothing to be lost by carrying it? A. 
—It was paid up. 

Q.—No calls could be made in re- 
spect of it, whatever it was worth if 
it could have been held the Trust 
Company would have got the advant- 
age of P A.—Yes. 

Q.—In connection with that trans- 
action do you recognize the suscepti- 
bility of abuse, was the term we used 
yesterday, in respect of the dual posi- 
tion? A.—I recognize the dual posi- 
tion as you have put it before sever- 
al times, 

Q.—And I suppose you recognize 
the. necessity for the fullest possible 
disclosure to those who were interest- 
ed? A.—Yes. 

Q.—You had a meeting of the 
Great West Land Company on the 
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28th November? 
so by the minutes. 

Q.—The directors of the Great 
West Land Company met in the Trust 
Company offices? A.—Yes. 

Q.—At page 113 of the Land Com- 
pany’s book I find this minute: 
‘“‘There were present, Mr. Wilson, Mr. 
McGillivray, Mr. Foster and Mr. 
Scholfield. The Secretary submitted 
to the Board a proposal from the 
Union Trust Company offering to re- 
turn to the company the stock here- 
tofore taken therein in payment for 
moneys advanced and to accept a 
mortgage for all advances and inter- 
est thereon to date. Mr. Wilson, 
the Company’s solicitor, presented an 
agreement between the Union Trust 
Company and the Great West Land 
Company and a mortgage for the pur- 
pose of carrying out the above pro- 
posal. The proposition was thor- 
oughly discussed and on motion it 
was resolved that the following by- 
law be read and adopted and ordered 
to be submitted to a meeting of the 
Shareholders of the company to be 
called on the 11th December, 1905” 
—that is the by-law authorizing the 
execution of this document—what 
discussion took place at the Great 
West Land Company? A.—I sup- 
pose a general discussion as to what 
had occurred at the Union Trust 
Company meeting, as to the views 
which had been presented and as to 
a resolution which had been pass- 
eq— 

Oe] am rather appealing to your 
recollection than to your supposition ? 
5 epg | cannot recall just exactly what 
was said or for whom or it was stated. 

Q.—Who was there to have any- 
thing explained to him there—poor 
Mr. Scholfield was the only one who 
did not know all about it? A.—He 
was one. 


Q.—Was there any other one, Wil- 
son, McGillivray, Foster, Scholfield? 
A.—No, 

Q.—Do you really suggest there was 
anything in the nature of going 
through the form of explaining a 
transaction which was already thor- 
oughly resolved upon so far as you 
were concerned? A.—TI have no doubt 
at all that the transaction was placed 
before the members that were there, 
the new member Mr. Scholfield who 
was there—by new member I mean 
one who had not been with us—so that 
he perfectly understood what was pro- 
posed, and was able to come to his 
conclusion about it. 


A.—If it appears 
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Q.—Do you think the draft agree- 
ment was read? A.—I believe it 
was read. 

Q.—Do you remember its being 
read? #A.—I remember it being 
read, so far as my recollection goes 
it was read, because Mr. Scholfield © 
had not heard it before, 

Q.—What would you other three 
have done if Mr. Scholfield had ob- 
jected? A.—We would have consid- 
ered the objection, discussed the mat- 
ter and come to an agreement. 

Q.—And come to a conclusion? A. 
—As must always be done. 

Q.—You were of course in a posi- 
tion to vote him out? A.—The ma- 
jority always is. 

Q.—And you would not have hesi- 
tated of course when matters had 
reached that stage to exercise your 
voting power? A.—I think we would 
have striven to have carried out the 
wish of the Union Trust Company as 
embodied in the resolution, 

Q.—You would not have hesitated 
to vote down any opposition at this 
directors’ meeting? A.—No I don’t 
think we would. 

Q.—You perhaps will have observed 
that in the minutes of this meeting 
so far as I have read it there is no 
reference whatever to the syndicate 
getting the benefit of those 337 shares 
—perhaps you did not observe that? 
A.—I do not know what is in the min- 
utes. 

Q.—There is a reference to a form 
of agreement submitted, and then 
there is the by-law authorizing the 
agreement submitted to be executed? 
A.—And I imagine that the form of 
agreement would recite the facts in 
the case. 

Q.—That meeting passed a by-law 
authorizing the execution of the 
agreement—let us look at the agree- 
ment itself just for a moment: 
‘‘Whereas the Trust Company has ex- 
pressed the desire to procure the said 
9371 shares and 100 shares of stock 
aforesaid to be re-assigned to the 
owners’’—the owners I see are not 
anywhere mentioned by name in the 
prior part of this document? A.— 
Maybe not. 

Q.—The recital prior to that is, 
‘(Whereas pursuant to certain memo- 
randum of agreement made between 
certain owners of options to purchase 
lands and the Trust Company, and 
certain shareholders and the Land 
Company, the Trust Company and the 
President thereof obtained from the 
owners the right to 2373 shares and 
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100 shares respectively’’—unless a 
man’s attention was drawn to the 
circumstances or unless he was fami- 
liar with the history of it himself 
there is nothing there to indicate to 
the mind of a person hearing that or 
reading it that the owners to whom 
these shares were to be surrendered 
were Cflicers of the company, is there? 
A.—Not unless he had knowledge of 
it or asked a question with reference 
to ib or informed himself. 

(J —‘‘Whereas the Trust Company 
has expressed the desire to procure 
the saic 2374 shares’’—what have you 
in mind as expressing that desire? 
A.—As expressed I suppose by the re- 
solution passed. 

Q.—The resolution of the 13th No- 
vember? A.—Yes. 

Q --‘‘Aud to stand in the position 
Of recertgagee for the amount of such 
payment: and where the said 2373 
shares and 100 shares respectively 
have been re-assigned to the said own- 
ers; and the Land Company is will- 
ing to accept surrender of the said 
ather stock and become mortgagor’’— 
in what way was the re-assignment 
brought about? A.—I do not know, 
Mr. Wilson was the solicitor in charge 
of that 

(Q).—Takec the stock book of the Land 
Company? A.—dAs to the stock, you 


mean? 
Q.—Yes? A.—That will show. 
(—-Let me see the assignments 


tnat are spoken of in that? A.— 
That is the assignment of the 2374 
shares? 

()} —Yes, and the 100? 
ssems to be the 100 shares. 

Q.—lIiet us see how that was car- 
ried outr A.—It is signed by Or- 
onhyatekha as the owner of the stock; 
it is transferred to Matthew Wilson, 
iyC., an strust, 

Q.- The trust beine for the syn- 
dicaie? A.—Yes, and it is signed 
aij sealed in the presence of George 
FE Foster. 

@ —Then the assignment is an as- 
siznment to Matthew Wilson in trust; 
and it is an assignment witnessed by 
yourself ani an assignment of these 
100 shares?) A.—Yes; 

Q.— And it is made on the 4th De- 
eenther 1905? A.—Yes. 

Q.—You were present of course 
when that was signed? A.—Yes, it 
would seem so. 

Q.—Any discussion then? <A.— 
None. 

Q.—The other one? A. —That would 
be the 2374. This is it number 36. 
that is signed by the Union Trust 
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Company, Limited, George KE. Fos- 
ter, Director. Assigned to Matthew 
Wilson, K.C., in trust. 

Q.—That is) a certificate for 237 
shares of the capital stock, it does not 
say 2374, but that is a mere detail, 
and on the back of it is endorsed an 
assignment to Wilson in trust of 237. 
Shares and the rubber stamp of the 
Union Trust Company, Limited, with 
your name as General Manager and 
Director? A.—Yes. 

Q.—That was the way in which this 
surrender was carried out? A.—That 
is the way the transfer was made. 

Q.—No discussion I suppose when 
you met yourself and assigned these 
237 shares in trust, you did not dis- 
cuss that with anybody? A.—No 
prolonged discussion. 

Q.—It is a little interesting to see 
how ‘this agreement was signed, the 
agreement which recites the surrend- 
er. I see it was signed by McGilli- 
vray and Foster for the Union Trust 
Company, and Wilson and Foster for 
the Land Company? A.—These were 
the officers who were empowered to 
sign in each case. 


Q.—Then who advised the transac- 
tion had better be submitted to the 
shareholders of the Union Trust Com- 


pany? A.—It was the advice of the 

solicitor. 
Q.—Mr. Matthew Wilson? A.—Yes. 
Q.—And a special meeting was 


called for the purpose of having the 
Union Trust Company confirm the 
transaction which was reduced by your 
solicitor in the form of a by-law? A. 
—I suppose that is right. 

Q.—This is the notice calling the 
meeting: ‘‘General meeting of share- 
holders of the Union Trust will be 
held at the office of the company on 
Monday 11th December at the hour 
of 11 o’clock in the forenoon for the 
purpose of considering an agreement 
between the Great West Land Com- 
pany and the Union Trust Company, 
dated 28th November,’’ ete. (Reads 
notice down to the words ‘‘agreement 
and mortgage’’)—who drew or revised 
that notice? A.—I imagine it is the 
legal notice prepared by the solicitor. 

Q.—Tell me who drew it or revised 
it? A.—So far as I know it was 
drawn by the legal adviser of the 
company. 

Q.—What do you conceive to be the 
office of the notice to shareholders 
specifying the object of calling a 
meeting—to give them information? 
A.—To see that the shareholders have 
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the legal notice which is necessary for 
their information. 

Q.—What do you think is necessary 
when there is special business to be 
done? A.—It depends entirely on the 
by-laws. 

Q.—What do you think would be 
necessary in the case of the Union 
Trust Company? A.—I do not know 
what the by-laws prescribe. 

Q.—Do you believe, or do you un- 
derstand, that when you call the 
shareholders together for a _ special 
meeting that it is necessary to let 
them understand what they are call- 
ed to consider? A.—The purpose of 


the meeting, the object of the meet- — 


ing should be set out. 

Q.—And should be set out so that 
the shareholders could have an intel- 
ligent appreciation of what they are 
going to be asked to debate upon? A. 
—That is the purpose of the notice. 

Q.—I invite your own opinion, if 
you will give it to me, upon the suffi- 
ciency of this notice as giving any 
indication that the officers of the 
company were getting the bonus stock, 
what do you think yourself? © A.— 
Let me see the notice. It does not 
state anything with reference to bon- 
us stock, but it points out that the 
meeting is for the consideration of the 
agreement of the 28th November re- 
lating to the assisnment and surrend- 
er of stock in the Great West Land 
Company, mortgage of the same date, 
the Great West Land Company, the 
Union Trust Company, and so on; it 
would include everything, but it does 
not specifically mention each. 

Q.—Is there anything in this notice 
in vour opinion to advise the share- 
holder who receives it that he is about 
to be asked to give awav the property 
of the company for nothing? A.—It 
‘does not state that; it simply gives 
the general purposes of the meeting 
and the documents which will be con- 
sidered. For my own part I did not 
prepare the notice, T left that for the 
legal adviser of the Company 

Q.—Of course at the time fixed for 
this special meeting the doctor and 
Mr. Stevenson were both expected to 
be awav?P A.—Yes. 

Q.—Then the meeting was assembl- 
ed together on the 11th December and 
there were present Sir John Bovd, 
John A. McGillivray, Matthew Wil- 
son, Colonel Davidson and Hon. George 
EK. Foster—three out of five persons 
interested—you see that of course? 
v= ¥ OS. 

Q.—Then the note is that the soli- 
citor of the company explained the 
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agreement and mortgage of date No- 
vember 28th between the Trust Com- 
pany and the Great West Land Com- 
pany, and a by-law passed by the Di- 
rectors authorizing the execution of 
the same—what do you remember of 
the speech of the solicitor on that oc- 
casion? A.—I do not remember the 
exact words of his speech, but I re- 
collect he explained the whole matter 
to the Board. 

Q.—You do not remember what he 
said? A.—WNo. 

Q.—Would you say he said any more 
than this was being submitted for the 
purpose of ratifying what the direct- 
ors had done in the way of changing 
the holding of the stock into the tak- 
ing of a mortgage? A.—That was 
certainly explained and the documents 
were read. 

Q.—Are you able to say anything 
else was explained? A.—I think the 
whole matter was explained so far as 
my impression goes. 

Q.—Does your memory warrant— 
A.—That is the best I can give you. 

Q.—You think it was explained but 
you do not recall -as an effort of 
memory anything but the surrender 
of stock and the mortgage of the assets 
— A.—dAs set forth in the documents 
which documents were read before the 
shareholders. 

Q.—You say the solicitor read this 
agreement? A.—I believe he did. 

Q.—Do you swear he did? A.—I 
cannot absolutely swear to it, but 
that was the purpose for which the 
meeting was called. 

Q.—No, the purpose for which the 
meeting was called was to have the 
agreements confirmed; the directors 
had already confirmed them? A.— 
Yes, and the shareholders were to con- 
firm these, and naurally enough the 
sharebolders would want to know what 
these agreements were, and I believe 
they were read and explained. 

Q.—Then a meeting of all the share- 
holders of the Great West Land Com- 
paty was also held—do you remember 
thatP A.—Yes. The shareholders of 
both companies passed upon the action 
of the directors. 

Q.—That had been called by notice 
of the 29th November, calling the 
meeting for the llth December, the 
same date as the: other meeting, at 
the office of the Union Trust Company, 
“For the purpose of considering an 
agreeemnt relating to the assignment 
and surrender of stock of the Great 
West Land Company and mortgage of 
same date by the Great West Land 
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Company to the Union Trust Com- 
pany’’—it does not say even who was 
to assign, who was to surrender, much 
less who was to acquire the stock— 
you observe that—I invite your opin- 
ion again upon the sufficiency of that 
notice P A.—There again my only 
answer is it was a notice that was 
prepared by the solicitor, which I took 
as sufficient. 

Q.—You had present at that meet- 
ing Sir John Boyd—I suppose you just 
held one meeting right after the other 
without leaving the room, didn’t you? 
A.—I don’t know, they were held on 
the same day and I imagine as nearly 
as possible at the same hour. The 
Union Trust Company’s offices were 
the meeting place of both companies, 
and are to this day. 

Q.—Matthew Wilson, John A. Mc- 
Gillivray, Hon. George E. Foster, Mr. 
Lefurgey, Mr. Scholfield and Mr. Van- 
Dusen, and by proxy the Union Trust 
Company, Limited—how did the Trust 
Company, Limited, happen to be there 
by proxy when they had not any stock 
left? A.—I think they would have an 
interest in being present until the 
whole agreement was confirmed 

Q.—Who had the proxy? A.—I 
do not remember. 

Q.—Do you think it was Mr. Mc- 
Gillivray? A.—I am not sure. 

Q.—Do you think it was Sir John 
Boyd? A.—I don’t think he would 
hold the proxy. 

Q.—Do you think it was Mr Schol- 
field? A.—No. 

Q.—Do you think it was Mr. Le- 
furgey? A.—Certainly not. 

Q.—Or Mr. VanDusen?P A.—No. 

Q—Then it must have been either 
Mr. Wilson or Mr. McGillivray or 
Mr. Foster? A.—Yes, I imagine so. 

Q.—Now you have become aware 
that the Union Trust Company de- 
sired to undo that transaction which 
yow have yourself expressed the view 
was improvident, what is your attitude 
with regard to that? A.—To undo 
the transaction in what way? 

Q.—To get that bonus stock back 
to the Union Trust Company? A.— 
Only with regard to that. 

Q.—That is what I am asking you 
about, are you aware of that? A— 
I am aware of that from what I have 
heard, from Mr. Stevenson’s evidence. 

Q.—What is your attitude? A.— 
My attitude is simply this, that that 
is a matter between the Union Trust 
Company and the Great West Land 
Company which they are abundantly 
able to settle between themselves and 
which can be settled by a careful con- 
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sideration of all the documents and 
circumstances in qeustion, and I have 
not the least doubt but what those 
gentlemen, the gentlemen of the two 
Boards, can settle that without diffi- 
culty to the satisfaction of both. 

Q.—What has the Board of the 
Great West Land Company to do with 
it? A.—I think it has— 

Q.—If I were trying to state the 
parties interested I should say it was 
a case between the Union Trust Com- 
pany and the syndicate? A.—Well, 
I will say then between the interested 
parties. 

Q.—Do you know of any other in- 
terested parties besides the Union 
Trust and the Syndicate? A.—The 
Union Trust Company and the syn- 
dicate and the Great West Land 
Company if it has any interest, and 
to the extent it has that interest, 
are the interested parties. 

Q.—What is your attitude as a 
member of the Syndicate, towards 
the position that is being taken by 
the Union Trust Company? <A.—Ex- 
actly what I have.stated now. 

Q.=Whatr) AThatil-thinkoaat 
is a matter between the parties con- 
cerned and the parties concerned can 
settle that question, as I have said, 
after full consideration of all the cir- 
cumstances in the case, and I believe 
they can settle it without troubling 
this Commission or anybody else. 

Q.—Are you willing to give it up? 
A.—I do not say I am. 

Q.—Do you say you are not? A. 
—I say I am not disposed to give it 
up until I have reasons shown to me 
why I should, and I am always amen- 
able to reason. 

Q.—Did you hear Dr. Oronhyatek- 
ha say under oath that he supposed 
he was releasing that bonus stock for 
the benefit of the Trust Company or 
of the Foresters? A.—TI did. 

Q.—What is your attitude with re- 
gard to a claim by him to have that 
stock where it would benefit the For- 
esters through the Trust Company, 
the same attitude? A.—About the 
same attitude. 

Q.—Of course the same considera- 
tion of improvidence applies to the 
one transaction as to the other, there 
is no difference between them? A, 
—I think there is a difference be- 
tween them. 

Q.—Why? A.—I think there is a 
difference between the two stocks. 

Q.—Is there any difference, if what 
Dr. Oronhyatekha says is true, that 
he always held that stock in trust for 
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the Union Trust Company? A.—The 
enly answer I can make to that is 
that if it were held for the Union 
Trust Company, and that title was 
undoubted then it would be only the 
interest the Union ‘Trust Company 
would have, and one would be on ex- 
actly the same plane as the other. 
Q.—Who signed Dr. Oronhyatekha’s 
name to the actual transfer which you 


witnessed ? A.—It was signed by 
Mr. Lawless so far as I remember. 
Q.—Who is he? ‘A—HeViswan 


officer in the Foresters. 

Q.—Had he power of attorney? A. 
—TI think he has, I know he signs. 

Q.—Did he execute the transfer at 
your request? A.—He executed the 
transfer at the request of Mr. Mc- 
Gillivray. 

Q.—The Doctor had not been pre- 
sent at either the meeting of the llth 
November or the meeting of the 28th 
November? A.—No, he was absent. 

Q.—And he had not therefore, so 
far aS you were concerned been heard 
from as to whether he desired this 
or not? A.—No, Mr. Stevenson in 
his absence represented the interest 
of the Foresters. As the understand- 
ing of this was carried out by agree- 
ment the formal part of it went on. 

Q.—Of course it was the Union 
Trust Company that was holding the 
stock, and it was the stock of the 
Union Trust Company according to 
Dr. Oronhyatekha in his hands—what 
had the Foresters to do with that? 
A.—The 2374 shares was the property 
of the Union Trust Company abso- 
lutely, there was no doubt about that, 
and yet under the understanding to 
which we came that was transferred. 

Q.—I am talking now about the 
Doctor’s share? A.—The same way. 

Q.—What had the Foresters to do 
with that? A.—The two sets of 
shares of stock were in the position 
of bonus stock to a certain extent. 

Q.—What I am rather anxious 
about getting from you is this how 
you assumed to deal with those 100 
shares of stock standing in the Doc- 
tor’s name at a meeting at which he 
was not present, at another meeting 
at which he was not present and by 
a transfer issued of which he had no 
knowledge? A.—In this way, that 
the agreement as we understood it 
was made positively for the transfer 
of both these blocks of stock. and this 
was simply carrying out the agree- 
ment as it was put in the record, and 
as it was passed by the meeting. 

Q.—An agreement to which 
Doctor was no party? <A.—The 
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Union Trust Company and the For- 
esters were party to it. The Fores- 
ters as being represented in the Union 
Trust Company. 

Q.—Did you think that the Union 
Trust Company could command the 
Doctor to relinquish that stock with- 
out his consent? A.—That was the 
agreement that was made. 

Q.—No, there was no agreement 
made he should relinquish it without 
his consent, there was an agreement 
made he should relinquish it, an 
agreement to which he was no party 
—that is the most you have told us 
yet? A.—AIl I can say, Mr. Shep- 
ley, is this, that under the agree- 
ments which were made we understood 
that both of those were included, as 
they actually were, and that the 
powers that concluded the agreement 
were the powers which should see 
that the agreements were executed, 
and that the stock in question in 
those agreements should be transfer- 
red, and I cannot argue the legal 
point or anything of that kind, that 
is what I with the others carried out. 

Q.—Who put forward himself as re- 
presenting that side of the question 
—Mr. Stevenson? A.—Which side 
of the question? 

Q.—The bonus stock side, the Union 
Trust, and Dr. Oronhyatekha? A.— 
The bonus stock side? 

Q.—What person present was fre- 
presenting that interest? A.—At 
the moment it was made Mr. Steven- 
son was present. 

Q.—And was he representing in 
your view both those interests? A. 
—He was in my ‘view representing 
the whole of the bonus stock. 

Q.—Then when the time came at 
which the signature of the Doctor 
was required why did you not submit 
the matter to Mr. Stevenson? A.— 
Mr. Stevenson was on the water or 
beyond the water. 

Q.—Why did you not wait till the 
Doctor came back? A.—Because 
these arrangements had to be con- 
cluded and carried out. 

Q.—Why? A.—Before the end of 
the year. 

Q.—Why, what hurry for carrying 
out these arrangements? A.—The 
whole status as it would be under the 
reversal of the former agreement and 
putting the advance in the shape of 
a loan secured by first mortrage was 
the intention and direction that that 
should be carried out and finished be- 
fore the end of the year. 
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Q.—Why before the end of the year, 
what necessity? A —So that it could 
be completed as a transaction of that 
kind and a security of that kind be- 
fore the end of the year, and so being 
included in the yearly report. 

Q.—What security are you speaking 
about when you speak of security of 
that kind? A.—Security of mort- 
gage— 

Q.—I am not speaking about a 
' mortgage P A.—Then all of these 
were parts of one agreement, and if 
one part were carried out all the parts 
of the agreement were to be carried 
out, and were so carried out. 

Q.—I know they were in the way 
you have described to me, what I am 
asking you is this, was there any neces- 
sity for haste, did you want to pledge 
the stock or anything of that sortP 
A.—No. 

Q.—You just wanted to get them 
vested in trust to Matthew Wilson? 
A.—Wanted to carry out the whole of 
the agreement as we understood it. 

Q.—It would not wait till those who 
were representing the Forestry side 
of it came back? A.—I had no doubt 
about it at all that Mr. Stevenson re- 
presented that side of the question’. 

Q.—But he was away? A.—Yes, 
but we were carrying out what had 
been agreed upon while Mr. Steven- 
son was there. 

Q.—And Mr. Stevenson had not a 
single opportunity in which to see 
the minutes in which you attribute 
a resolution to him? A.—That may 
be, and it was the understanding thor- 
oughly that the whole agreement was 
to be carried out before the end of the 
year, and we simply carried out as 
a shareholders’ meeting in each case 
what we understood to be the agree- 
ment which had been carried out. I 
state again, as I stated before with 
reference to that, that there is a dif- 
ference of view between Mr. Stevenson 
and myself. I have already given 
credit to Mr. Stevenson for being 
thoroughly of that impression, and 
my own impression I have given as 
well, and I can only be responsible 
for that. 

Q.—At all events you and your asso- 
ciates had the stock, you know that 
it is claimed that if you got that then 
you got it without it being fully under- 
stood, but you are not willing to re- 
verse the transaction? A.—I have 
not said that; I think I have stated 
the opposite to that. 

Q.—I asked you and I thought you 
said soP A.—I am willing to let the 
transaction be viewed by the parties 


6 EDWARD VII., A. 1906 


Ind. Order of Foresters. 
(G. E. Foster, Ex’d.) 


interested in it with all the circum- 
stances, and have no doubt that it 
will be possible to settle the matter. 

Q.—To see whether they can come 
to some compromise or settlement? 
A —I do not say whether it is com- 
promise or what it is, come to some 
conclusion. 

Q.—Then I pass to another subject; 
you were very certain yesterday, in 
answer to a question of mine that you 
were quite confident, and you may 
have been quite right as a matter of 
fact and as a matter of recollection, 
you were quite confident that you did 
not hear of this proposition with re- 
gard to the C.P.R. option with Pope 
& Fowler until it was brought to you 
in the way that you have told us? 
A.—Yes. 

Q.—You do feel still quite clear 
about that? A.—I do, I have no 
doubt about that at all in my own 
mind. 

Q.—You do remember, perhaps with- 
out my referring to it, that you were 
connected with the Eastern & West- 
ern Land Company? A —Yes. 

Q.—I think I mentioned the On- 
tario & Saskatchewan to you yester- 
day? A.—Yes. 

Q.—And I did not mention the 
other; you held what office in the 
Eastern & Western Syndicate? A.— 
I was one of the directors and Vice- 
President I think. 

Q.—Is that a concern with which 
Mr. C. D. Scott is identified. A.— 
Yes, he is the Secretary of it. 

Q.—Are those companies, the On- 
tario & Saskatchewan and the Eastern 
& Western still extant, or have they 
coalesced? A.—They are separate en- 
tities and still extant. 

Q.—Have they directors in common? 
A.—Some of the directors are direct- 
ors in both. I think each have some 
that are not directors in the other. 

Q.—Who connected with the Union 
Trust Company besides yourself is up- 
on either Board? A.—Colonel David- 
son, that is all. 

Q.—On which Board is heP A.— 
Both; I am also on both Boards. 

Q.—If the two companies have not 
coalesced has one, rather given up do- 
ing business, is most of the business 
being transacted by the other? A.— 
No. each conducts its own business 
absolutely separate. 

Q.—And each is actually engaged 
in business? A.—Yes. 

Q.—You recollect a minute passed 
at the meeting in 1903, on the 3rd 
June, of the Trust Company, at which 
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the matter of taking this transaction 
up was first broached, you will remem- 
ber perhaps that there was a second 
proposition submitted at the same 
time? A.—I do not remember. 

Q. I will direct your attention to 
that? A:—You will quite see it is 
impossible to remember all these 
things. 

Q.—‘‘The Manager laid before the 
directors two propositions for invest- 
ments in land in the North-West 
which were approved in principle.’’ 
The first I omit, because that is one 
we have been discussing so long. ‘‘In 
connection with the second proposi- 
tion the General Manager was author- 
ized to purchase up to 50,000 acres 
at a price not to exceed $5.75 per 
acre of lands satisfactorily reported 
on by Mr. Whitfield, the Inspector 
who is examining the option for the 
Eastern & Western Land Corporation, 
Limited??? A.—I remember that. 

Q.—What is the meaning in there, 
‘‘who is examining the option for the 
Eastern & Western Land Corpora- 
tion?’? A.—Have I got to go into 
all that business? 

Q.—Oh no, I am not going to take 
you into all that business? A.—lI 
will give the answer to the question. 


Q.—I am only asking you as a 
matter of explanation. It says ‘‘who 
is examining the option for the cor- 
poration’’—does that mean he was an 
officer of that corporation? A.—The 
Eastern & Western Land Company 
was about to purchase lands in the 
North-West. It had _ liberty of 
selecting a certain quantity of land 
over a certain area. Before mak- 
ing its selections it had them exam- 
ined thoroughly by a gentleman in 
the North-West who is a land exam- 
iner, the name is given there— 

Q.—You are giving yourself a great 
deal of trouble which I had no inten- 
tion of putting you to? A.—And 
he was examining that for this East- 
ern and Western Company. 

Q.—Had he any office in the Trust 
Company at all? A.—No, he was 
a Winnipeg man. 

Q.—Then I have called for a min- 
ute book of the directors of the Hast- 
ern & Western Land Corporation, and 
I find a minute here to which I want 
to call your attention. This is a 
meeting held on the 10th June, 1903, 
and you were present, Colonel David- 
son, Mr. Hambly and Mr. Scott—you 
were in the chair? A.—Which Mr. 
Scott? 
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Q.—It does not say which Mr. 
Scott, were they both directors? A. 
—No, there were two Scott brothers 
and one has died since; that must be 
the elder. 


Q.—This says the directors in at- 
tendance were—this must have been 
the one who was a director. ‘Upon 
motion it was resolved that the offer 
of Mr. Foster as trustee to purchase 
township 44, range 6, west of the 
fourth meridian, containing approxi-« 
mately 9,600 acres at $5.75 per acre, 
payable one-sixth in cash, balance in 
five annual payments with interest in 
the propertion unpaid from time to 
time of $5.25 per acre be accepted,’’ 
and so on. ‘‘The President be au: 
thorized to execute the necessary pa- 
pers.”’ Is that a matter in which 
you were making an offer on behalf of 
the Union Trust Company in pursu- 
ance of the authority at the meeting 
we have spoken of? A.—Yes. 

Q.—You were offering at the out- 
side amount that the Trust Company 
Directors had given you, $5.75 per 
acre? A.—Yes. 

Q.—I am not dwelling upon this at 
all, because I want to go into it or 
trouble you with it, but so as to di- 
rect your attention to a matter. Do 
you recall at all that while the East- 
ern & Western Land Corporation 
were engaged in this particular trans- 
action, interested in this , particular 
transaction, negotiating it with the 
Trust Company, that the proportion 
of Pope and Fowler was placed be- 
fore the Eastern & Western Land Cor- 
poration? A.—I have not the least 
recollection of it, and do not believe 
that it ever was. 


Q.—You have not any recollection 
Ofit:, Avsallr jy A.—-Not, at, ale. Our 
negotiations, the Eastern & Western 
and Ontario & Saskatchewan were 
with entirely different parties and in 
a different section of the North-West. 

Q.—Oh quite; I might have asked 
you another question perhaps before 
asking whether that recalled anything 
to your mind; do you remember any 
discussion like this, that while you, 
the Eastern & Western Land Corpor- 
ation, were engaged in this which was 
going through with the Union Trust 
Company you were not in a position 
or prepared to take up the larger 
proposition of Pope and Fowler? A. 
—No, I must give the same answer. 
So far as my knowledge goes and re- 
collection the Pope and Fowler pro- 
position was never before the Eastern 
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& Western. I would be very much 
surprised to know it was. 

Q.—You would give the same an- 
swer of course with regard to the On- 
tario & Saskatchewan Company? A. 
—yYes, I would give the same answer. 

Q.—I will read you a line from my 
brief here just to see whether that 
will at all refresh your recollection— 
I am not at all saying that this is as 
likeby to be as accurate as you_are 
yourself. ‘Mr, Foster was the Vice- 
President of the Eastern & Western 
Land Company and a Director of the 
Ontario & Saskatchewan Land Com- 
pany, and it was at a meeting of the 
Ontario & Saskatchewan Land Com- 
pany at which Mr. Foster Was in at- 
tendance that certain maps and let- 
ters were placed before the meeting, 
and at this meeting Mr. Foster no 
doubt ascertained who the owners of 
the lands were.”’ That information 
is inaccurate?, A.—It does not vary 
my answer in the least; there is no 
doubt in my mind on that. I am as 
clear as a man can be. 

Q.—Do you know who Mr. J. T. 
Huggard is? A.—No, I know of him; 
I think he is a Winnipeg lawyer. 

Q.—I have this statement in my 
brief, and it purports to be taken 
from a letter written to Mr. Fowler 
on the 11th March, 1903, that would 
be after Mr. Fowler had secured his 
option from the C. P. R. and before 
he passed it on to you? A.—It would 
be before he passed it on to us, cer- 
tainly. 

Q.—‘‘Mr. Huggard informed the 
writer that they had been looking out 
for a proposition of about the size of 
the one you have and had commis- 
sloned Mr. Walker of the Walker- 
Leary Land Company’’—do you know 
him? A.—No. 

Q.—Do you know who he is? A.— 


o. 

Q.—‘‘To call on us for a map and 
particulars as they did not wish it 
known that the Eastern & Western 
Land Company were looking for more 
land, and we furnished Walker with 
a map and particulars?”’ A.—No, 
nothing of it. 

Q.—Could that happen of your 
knowledge? A.—Yes. 

Q.—That is the Eastern & Western 
Land Company might be engaged in 
this without your knowing it? A.— 
I would imagine that this was in the 
course of the selections and negotia- 
tions which led up to the acquisition 
of lands by the Eastern & Western, 
~ I would think so. : 
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_ Q.—What I am more concerned with 
is‘could the Eastern & Western Land 
Company be negotiating for a pur- 
chase of a block of land like this with- 
out your knowledge? A.—Not as a 
company,: but the Eastern & West- 
ern Land Company was formed to 
take over certain lands which were 
to be selected, and all I know about 
that is and I gave no attention to it 
until we got the report on the lands 
and came down to the point as to 
whether we would take them or not. 

Q.—Then the letter proceeds: ‘‘Mr. 
Huggard informed us that they had 
gone fully into our proposition and 
that Senator Watson had left on Sat- 
urday for Ottawa to see you and Mr. 
Pope’’—who is Senator Watson, is 
not he a member of the Board of the 
Company? A.—Senator Watson is a 
member of one of the Boards. 

Q.—Is it the Eastern & Western 
Board? A.—I think it is, I am not 
sure. 

Q.—I see his name as a director in 
the Ontario & Saskatchewan; do you 
know of a visit Senator Watson paid 
to Ottawa to see Pope and Fowler? 
ASS — INO: 

Q.—You never heard of that be- 
fore? A.—No, I think that may be 
cleared up a little if you have the 
date of the formation or of the first 
meeting of the Eastern & Western 
Company .as to the dates. 

Q.—That I think I can give you. 
The first Directors’ meeting was held 
on the 13th December. 1902? A.— 
And this you are speaking of? 

Q.—March 1903? A.—Yes. 

Q.—And you became interested 
with Pope and Fowler in May of that 
yearr A.—Yes, 

Q.—Here in another letter: ‘‘Since 
writing you on the 11th we have lo- 
eal parties interviewing us regard- 
ing this proposition. Amongst them 
was Mr. A. W. Pritchard’’—Do you 
know him? A.—I would not know 
him if I saw him but I know he is 
a Winnipeg man. 


Q.—Have you ever met him? A.— 
I may have, I cannot tell, I would 
not know him if I were to see him, 
but that is not saying I have never 
met him. 

Q.—You do not remember having 
met him? <A.—No. 

Q.—‘‘He had been acting for Mr. 
Scott of Toronto, of the firm of Scott 
& Scott, Barristers, who I under- 
stand is also connected with the 
Eastern and Western Land Co. We 
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quoted to him the land at $5., and 
when he informed us who the parties 
were, we told him we would be very 
glad to receive and submit any pro- 
position to you. We have since seen 
Mr. Scott with Mr. Pritchard and 
‘hope to be able to submit a proposi- 
tion to you.’? Nothing comes back 
to your recollection still? A.—No, 
once for all I may say I know noth- 
ing about those transactions. I had 
nothing to do with them. The only 
thing I know is that at a certain 
time certain lands were presented to 
the Eastern and Western and I and 
the other directors made up. our 
minds as to whether we would buy, 
and how many, but I had no know- 
ledge of that or any of the preced- 
ing negotiations. 

Q.—Then in another letter written 
as late as the 7th April, there is the 
proposition, which is startlingly lke 
the proposition which you made when 
the matter was brought to you, or 
the suggestion you made? A.— 
Whose writing? 

Q.—This is the letter of a person 
whom Mr. Fowler was then trying 
to interest in the property. ‘‘You 
understand our proposition is to 
form a syndicate at $4.50 per acre, 
giving you $1 paid up stock, and our 
intention is to at once proceed to 
form a stock company and swing the 
whole proposition?’? A.—I know 
nothing of that. 

Q.—You did not get your idea from 
there? A.—No, that was a valuable 
suggestion which I missed. 

Q.—There were two astronomers 
discovered the same planet in the 
same ‘vear? A.—That has ‘taken 
place in the scientific world. 

Q.—Was the Eastern and Western 
Land Co. a profitable cocern? A.—Is 
there any reason why I should say? 

Q.—I will leave that question for 
the present and you will see why I 
ask it in a moment, when I have 
asked you another question or two. 
You were Vice-President and a Di- 
rector of the Eastern and Western 
Land Co.? <A.—Yes. 

Q.—Col. Davidson was also a Di- 
rector of the same Company? A.— 
Yes. 

Q.—Was the fact of your interest 
in that Company known to the other 
members of the Board of the Union 
Trust Co.? A.—To all of them, so 
far as I know. 
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Q.—Did you ever tell them so? A. 
—I think it was a matter of com- 
mon knowledge. 

Q.—With regard to the Minute 
authorizing you to buy at a price 
not exceding so much up to 50,000 
acres Which I read to you a moment 
ago, there is no suggestion made in 
that that you should go and deal 
with your company is there—we are 
face to face with the dual position? 
A.—The Minute of the Union Trust 
Co. authorized me to buy up to 50,- 
000 acres from the Eastern and Wes- 
tern Land Co. I simply carried out 
those instructions. 

Q.—How did they come to know of 
the Eastern and Western syndicate 
proposition, from you? A.—Yes. 

Q.—You laid before your Board of 
Directors in the Union Trust Co a 
scheme in respect of the properties 
of the Eastern and Western Syndi- 


‘cate? A.—A portion of them. 


Q.—And your Board authorized 
you to go and purchase lands at a 
limited price? A.—yYes. 

Q.—Of course it was your duty to 
buy the lands as cheaply as you 
could? A.—Exactly. 

Q.—And it was your interest and 
your duty too, as a Director of the 
Eastern and Western Land Co., to 
sell at as dear a price as you could 
—that is so? A.—That interest was 
so small . 

Q.—The duty was not small? A. 
—It never counted in my mind in 
any possible way. 

Q.—Did not the duty on both 
sides? A.—The duty and the know- 
ledge in reference to it was known 
by the whole Board, the circumstances 
were fully placed before them, which 
are these— 

Q.—Wait a moment? A.—Very 
well. 

Q.—I do not think you have the 
Speaker’s eye just yet? A.—The 
Speaker is looking to the Opposi- 
tion side I am afraid. 

Q.—The question I want you to 
consider, if you will, is whether or 
not you see the conflict between one 
duty and the other, and I am leav- 
ing interest out? A.—Not the least 
conflict, I had no sense of any con- 
flict one way or the other. 

Q.—Were you to negotiate for either 
company? A.—I was to buy the lands 
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not exceeding $5.75 per acre, that be- 
ing the sum at which the lands were 
held. 

Q.—And you were to get them at 
less if you could? A.—That was not 
stipulated in the Minute, and I am 
certain that the understanding was 
that the land could be bought for 
$5.75, and the instruction was really 
that I should buy them at $5.75, not 
more. 


Q.—Let us go back a little further. 
When you approached the Union Trust 
Company. with a proposition of the 
Eastern and Western you were the 
accredited agent of the Eastern and 
Western Company? A.—I was author- 
ized by the Eastern and Western Com- 
pany to offer lands to the Union Trust 
Company at $5.75. 

Q.—You abandon all theory of duty 
to either company and say your duty 
was simply to carry an offer and bring 
an answer back? A.—Yes, in the in- 
terests of both companies. 


Q.—In laying this scheme before the 
Union Trust Company, I suppose your 
instructions were to lay it before them 
so as to make it attractive? A.—I was 
to lay it before them, to lay it before 
them exactly as it was. 


Q.—So as to make it attractive? A. 
—Not necessarily to make it attrac- 
tive, I had no desire to force a sale. 


Q.—But your Board in the Eastern 
and Western Syndicate wanted to sell 
the land at $5.75? A.—They were 
willing to sell them at $5.75. 


Q.—I suppose they would not have 
sent you to make that offer - A.— 
They did not send me particularly. 

Q.—You told me you took the offer, 
I supnvose you did not go. without 
authority? A.—I took the offer. 

Q.—Were you charged in your own 
view, because fortunately there are 
rules of law about these things—were 
you charged in your own view with 
any duty to the Eastern and Western 
Syndicate to get the lands sold to the 
Union Trust? A.—The Eastern and 
Western Syndicate would sell for $5.75, 
‘that was their price and I was to 
offer them to the Union Trust Com- 
pany at $5.75. 

Q.—Were you to try to get the Un- 
ion Trust Company to take them at 
$5.75? A.—I was not particularly put 
upon my muscle to get them to take 
them. 

Q.—What was your duty? A.—To 
make the offer and see whether they 
would accept it. 

Q.—And not to do anything to se- 
cure its acceptance? A.—Not at all. 
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Q.—When the matter came before 
the Union Trust Company, what was 
your duty to that company? A.—My 
duty to that company was to lay the 
proposition exactly as it was, which 
was a very simple and easy one. 

Q.—If I had brought a proposition 
and laid it before the Board and you 
had been one of them, what would 
have been your duty—to criticize and 
search the proposition, would not it? 
A.—Exactly. 

Q.—Would not it be your duty 
equally if you brought a proposition 
for another syndicate or another con- 
cern—can you not see that? A.—I see 
all that is necessary to be seen. 


@.—Can you see that? A.—I see 
that, I see that in this way, that it 
was my duty to put the proposition 
exactly as it was before the Union 
Trust Company which I did. 


Q.—Had you any more interest in 
the Trust Company, financially, than 
you had in the Eastern and Western? 
A.—I do not think I had. 


Q.—Had. you not more in the Kast- 
ern and Western Company than you 
had in the Trust Company? A.—That 
is a matter of comparison. The Trust 
Company had been framed and the 
stock I held in that, paid for by my- 
self, was more assured in value than 
the amount of stock I held in the 
Eastern and Western and I would not 
have given up my stock in the Union 
Trust Company for any prospective in- 
terest I held in the Eastern and 
Western at that time, it was a com- 
pany just formed. 

Q.—And you carried the proposition 
across? A.—Yes. 

Q.—And you carried the answer 
backP A.—I did. 


Q.—You are not willing to see you 
had a duty, or you do not see—I will 
take that back—you do not see that 
you had a duty on the one hand to 
urge the same, and you do not see you 
had a duty on the other hand to criti- 
cize the terms of the proposition? A. 
—It was not a matter of urgency at 
all. 

Q.—You do not see that? A.—No.- 

Q.—You carried the answer back to 
the Eastern and Western? <A.—Yes. 


Q.—There is something that I do 
not quite understand in the offer which 
you made and which was accepted by 
the other company, the Eastern and 
Western Company, there is something 
about interest on $5.25 of the pur- 
chase price, the purchase price being 
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$5.75—what does that mean? A.— 
Something about what? 

Q.—Interest on $5.25 per acre of the 
price—I will read the minute (Page 
18) ‘‘Upon motion it was resolved that 
the offer of Mr. Foster as trustee to 
purchase township 44, etc., at $5.75 
per acre, payable one sixth in cash, 
balance in five equal annual instal- 
ments with interest on the propor- 
tion unpaid from time to time of 
$5.25 per acre, the cost price of the 
lands at six per cent. per annum be 
accepted’’—I do not understand that, 
what does that mean? A.—I see what 
that is. The Eastern and Western 
Company had gone to all the trouble 
and expense of making the selection 
and of the examinations of the lands 
and the reports upon which they based 
their selection, and the price that they 
charged for the lands was $5.75, or 
50 cents in advance of what they 
paid the vendors to them for the lands; 
and this 50 cents was the advance 
price of the Kastern and Western given 
to them on account of their having 
gone to all the trouble and expense 
of reporting upon, examining and 
having reported upon and _ selecting 
the lands and bringing select lands, 
but the bargain was that they should 
not receive interest on more than the 
actual price that they paid for the 
lands; that is the explanation. 

OMT hon, there were some circum- 
stances which entitled the Eastern 
and Western Company to considera- 
tion you say? A.—Yes. 

Q.—Those circumstances being that 
they had been to a great deal of 
trouble in getting the proposition in 
a shape to present it, had been at 
some little expense? A.—At some ex- 
pense, a good deal. | 
°Q.—And these were considerations 
making for an advance in price A. 
—Yes. 

Q.—Were those the subject of ne- 
gotiation between the two Compan- 
iesP A.—Yes. 

Q.—Who did the negotiating? A. 
—That was the proposition as made 
by the Eastern and Western Company. 

Q.—Who did the negotiating? A.— 
I know of no negotiations at all. 

Q.—You said that®was made» the 
subject of negotiation between the 
two companies? A.—In this way, that 
the Eastern and Western Co. fixed 
their price on that basis, and that 
was accepted by the Union Trust Co. 

Q.—You spoke of negotiations, and 
you certainly said they were entitled 
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to consideration, or claimed to be en- 
titled to consideration? A.—yYes. 

Q.—That sounded to me like ne- 
gotiating? A.—Not at all; the East- 
ern and Western Company— 

Q.—AIll right, you say there were 
no negotiations? A.—No negotiations, 
simply the offer on that basis and the 
prices charged‘were on the basis of 
those considerations, and the inter- 
est was based on the cash price paid, 
and the 50 cents extra was based on 
the other consideration I have men- 
tioned, all of which was fully under- 
stood by both companies. 

Q.—You were good enough to send 
me last night what you spoke of as 
the option on the Kamloops deal— 
this is the Agreement which you spoke 
of as the option in respect of that? 
A.—Yes. ; 

Q.—When did the question of your 
becoming interested in Fowler’s in- 
terest in the Kamloops Company first 
come up? A.—Some time after the 
acquisition of the property. 

Q.—What do you mean by some 
time after?’ A.—I cannot tell ex- 
actly, but I am definite on that point, 
it was some time after. 

Q.—Do you mean some days, or 
some weeks, or some months, or some 
years? -A.—I should say it was cer- 
tainly some weeks after. 

Q.—Some weeks after? <A.—Yes. 

Q.—So as to clear the ground for 
this questioning, you told me yester- 
day that substantially when the Irwin 
interest dropped out, Fowler and Mc- 
Cormick remaining in, Fowler’s in- 
terest was substantially twice as much 
as McCormick’s? <A.—Yes. 

Q.—You told me, I think, at the 


time that was arranged you had not 


any personal interest? A.—That was 
true. 
Q.—Some weeks after? A.—Cer- 


tainly some weeks, may be some 
months. 

Q.—When you say some weeks, do 
you mean two weeks or twenty: weeks, 
or three weeks, or fifty weeks—I want 
your best approximate estimate of 
what the date was? A.—I cannot 
give you anything more definite than 
that it was certainly some weeks, I 
should think a good many weeks, may 
be some months afterwards, becattsse— 

Q.—Perhaps we can get at it, if 
you tell me what was the occasion of 
the matter coming up between you 
and Fowler? A.—The occasion of the 
matter coming up as I recollect it was 
when we were talking with reference 
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to the carrying out of the proposition 
and the prospects of the proposition, 
the limits and the like of that, and 
I said to him that that would be a 
proposition which I should like to 
invest in if I had money for invest- 
ment. I had no money free at that 
time with which to invest. There 
were several reasons why it would 
have suited me very well in the future 
to have had an interest in that, and 
to have devoted myself to that and 
the supervision of it and the like, for 
reasons which were personal to my- 
self, and I made that remark to him, 
and as I recollect it he expressed 
willingness to sell a portion of his 
debentures to me if I wanted them. 
I may have wanted them, but I had 
no money at that time with which 
to invest in them, and so the matter 
went on. 

Q.—That was a verbal option, you 
would call it? A.—That was really 
not an option at that time. Later 
on— 

Q.—It was just verbal whatever 
there was? A.—Yes, and eventuated 
in nothing except he expressed a wil- 
lingness to sell me a portion of his 
stock. I was not able to buy and 
so the matter went on. Sometime 
afterwards, I do not know how.long, 
the matter was spoken of again be- 
tween us. 

Q.—How did it come the next time? 
A.—We were talking, I suppose, about 
the properties and the like of that, 
and I expressed the same opinion 
with reference to that, my idea was 
they would be very profitable proper- 
ties, if I had had money at the time 
I should like to have invested in them, 
and then he left it that way, the idea 
being that if at any time I was in 
a position to buy he would be willing 
to sell. Eventually, I do not know 
how long a time, it resulted in an ar- 
rangement, simply verbal, that he 
would be quite willing to hold a por- 
tion of his shares for me and if at 
any time in the future I was able 
to purchase them he would let me have 
them at par plus interest and charges 
net at the time that I might make 
the purchase. 

Q.—That was A.—Yes, 
and I dismissed 

Q.—When did you reach that ar- 
rangement? A.—That would be pro- 
bably four or five or six months af- 
ter. 

Q.—That would be in 1904? A.— 
Yes, I should certainly think so. 


Q.—Sometime in the summer? A. 
—Probably sometime in the summer. 
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Q.—Or spring? A.—In the sum- 
mer I should think. Then as I had 
no investments coming in_ which 
would give me the money to buy I 
paid no more attention to it for a 
considerable time. 

Q.—It did not occur to you to 
think cf your friend Wilson who had 
arranged to finance you the year be- 
fore in a much larger proposition? 
A.—Oh well, that does not 

Q.—And had not had to find the 
money, because you got it otherwise? 
A.—That does not come in here, I 
think. 

Q.—I do not know; at all events 
you did not think of the arrangements 
which you had had completed the 
year before and which had not been 
carried out because you got money 
elsewhere, that did not occur to you? 
(No answer.) 


Q.—Never mind, treat that as an 
observation by the way? A.—I must 
say that I do not think it was neces- 
sary to introduce it. 

Q.—Perhaps not? .A.—I do _ not 
think you should taunt a man with 
his poverty. 

Q.—It is not that? A.—It looks 
like it. 

Q.—Oh no? A.—I should be glad 
if I am mistaken. 

Q.—Stood in that way from the 
summer of 1904? A.—yYes, until I 
had a prospect of turning some in- 
vestments into cash, and then I 
asked Mr. Fowler to put it in the 
shape of a writing, and that writing 
resulted. 

Q.—That writing is the 2lst June, 
1905. 

Q.—Then it was during that year, 
I think you told us yesterday, that 
Mr. Fowler was giving you financial 
assistance otherwise? A.—1904. 

Q.—It was during that same year 
when this took place? A.—Yes. 

Q.—The payments running from 
the one we saw yesterday which was 
in February or March, down, to— 
A.—February. 

Q.—Down through to the fall? A. 
—Yes. 

Q.—Or perhaps into the winter? 
A.—It is my impression that they are 
all included in 1904. 


Q.—Then this is the document, 
‘‘Whereas I, the undersigned George 
W. Fowler’’—he gives his residence 
and occupation—and the holder of 
650 shares of the capital stock of the 
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Kamloops Lumber Co.; and he gives 
the residence of the company. (Reads.) 
You see the way he makes his recital. 
He recites that you are the real 
owner? A.—Well, I do not know 
anything about the legal phraseology 
that is used, but I have told you just 
what the transaction is. I think the 
real ownership is pretty well quali- 
fied afterwards. 


Q.—‘‘And whereas I the under- 
signed have obligated myself in 
writing to pay to the Union Trust 
Company, Limited par value _ for 
said 650 shares with interest annual- 
ly at the rate of 6 per centum.”’ 
(Reads). You are entitled to the im- 
mediate fruits of the shares? A.—I 
had no title to the dividends or any- 
thing. If there were dividends they 
went on the payment of the interest 
on the shares. 


Q.—You were entitled to the 
fruits of the stock by way of wiping 
out a liability upon that. I call 
that getting the fruits? A.—Yes, if 
dividends were paid that would di- 
minish the amount of interest that 
I would have to pay if I took up the 
options. That is right. 


Q.—‘‘And it is further agreed’ 
(Reads). That is signed in the pre- 
sence of E. C. Fowler. I will not 
mark that upon the document itself 
and I will put in a copy. You would 
rather keep this no doubt? (Ex- 
hibit 547.) A.—It is no good now. 


Q.—If it is no good I do not know 
that I want it? A.—The whole thing 
is sold out and he owns no shares; 
neither do I, and my rights are nil. 


Q.—Then you told us yesterday, I 
think, that until quite recently you 
had not told anybody of this inter- 
est that you had in the Kamloops 
Lumber Company? A.—Yes. 


Q.—I mean you had not told any- 
body in the Trust Company about it? 
A:—That testimony I adhere to to- 
day. 


Q.—What you said yesterday you 
adhere to? A.—Yes. 


Q.—Then do you still adhere, or 
have you refreshed your memory, as 
to the circumstances as stated by you 
yesterday under which you made the 
disclosure? A.—I think they are 
correct, as I remember my testimony 
yesterday. 


Ind. Order of Foresters. 
(G. E. Foster, Ex’d.) 


Q.—Do you still think ‘that Mr. 
Stevenson was not submitting to 
you the desirability of cutting down 
Fowler’s interest, he having twice as 
much as the other man? A.—I am 
very distinct on that. There was no 
mention of anything of the kind. 


Q.—What did you say when Mr. 
Stevenson—I was going to use the 
word challenged you ,or stated to 
you, or charged you, or suggested to 
you that you must have some interest 
in the Fowler shares? A.—He did 
not suggest any such thing. 


Q.—He never suggested any such 
thing? A.—Not in any way. 


Q.—And you never denied that you 
mi ae interest in the Fowler stock? 
.—No. 


Q.—Never denied that to Mr. Stev- 
ensonP A.—No. 


Q.—Then the time at which you 
made the disclosure was here in Tor- 
onto after the Foresters’ enquiry had 
commenced, was it not? A.—yYes, I 
think so. 


Q.—And was that in response to— 
I do not like to use the word challenge 
—the suggestion by Mr. Stevenson 
that you had an interest? A.—No, it 
was not. 


Q.—That was volunteered? A.—f 


can tell you exactly how that arose if 


you would like to know. 


Q.—Did you tell me yesterday? A. 
—If I did we will let it go at that. 


Q.—Tell me now? A.—Mr. Steven- 
son and I were in conversation with 
reference to the Kamloops _ business, 
and the fact no doubt came before the 
Commission, and, as I said yesterday, 
he communicated to me what he had 
heard in the west as to the pricesi 
that were supposed to have been paid 
for the property and to have gone into 
the hands of the vendors, not having 
all gone into the hands of the vendors. 
I think he asked me what my recol- 
lection was in reference to the negotia- 
tion, or I asked him. Anyway we 
compared recollections and at ‘that 
time I told Mr. Stevenson exactly 
what I told the Commission yester- 
day with reference to the prices and 
negotiations, and my view that these 
were the actual prices paid, and that, 
so far as I was concerned I would 
make a straight statement to the Com- 
mission if I were called upon. Then 
I said to Mr. Stevenson, entirely on 
my own suggestion, ‘‘there is another 
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thing that I will also state before the 
Commission and I will tell you; that 
is that I had this shadowy interest in 
Mr. Fowler’s stock.’’ I told him that 
much the same as I have told the 
Commission here, and that is all there 
was in the way of suggestions or any- 
thing else of the kind between Mr. 
Stevenson and myself. For a long 
while I had looked upon that docu- 
ment as quite so much waste paper, 
because I saw quite how things were 
going, and that the whole affair would 
very probably be sold out and go into 
other hands. 


Q.—Even the directors woke up at 
last? A.—Yes. 


Q.—Even the directors woke up at 
last, though they never seem to have 
found out how they were being dealt 
with by those whom they were trust- 
ing. However, we went through that 
yesterday and I will not trouble you 
with it to-day. You told me you saw 
Fowler here before he was subpoenaed. 
You thought it was before he was sub- 
poenaed? A.—Yes, I am certain it 
was before he was subpoenaed. 


Q.—Did you say anything to him 
about that $55,000? A.—Nothing. 


Q.—It was not mentioned between 
you? A.—No. I saw him just for 
a moment. 


Q.—No conversation? A.—No con- 
versation at all. He was here on a 
piece of business entirely apart from 
this, and he came to see me with ref- 
erence to that and told me that he 
was going to British Columbia, and 
that is all the conversation I had with 
him and all I know as to his plans. 


Q.—You did not mention your dis- 
eovery to him, or what you had ob- 
served in the newspapers. and he did 
not mention it to you? A.—This evi- 
dence had not come out, had it? No, 
I think not. 


Q.—Why do you call that a paper 
of no value now? Is there not a 
profit? Is there not enough to pay 
the stock in full and give you a profit? 
A.—There is no profit, no. As I under- 
stand the transaction that has been 
made by Mr.) Stevenson resulting in 
the selling of the whole property, there 
is no profit to Mr. Fowler or Mr. Mc- 
Cormack. 


Q.—Is there not a ‘profit for the 
Kamloops Lumber Company? A.—I 
am no longer a member of the Kam- 
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loops Lumber Company and own no 
stock in it. Mr. Fowler is no longer 
a member of that company and owns 
no stock in it. 


Q.—What have you‘and he done 
with your stock? A.—I did not own 
the stock at any time, and I endorsed 
it over to the Kamloops Lumber Com- 
pany six months ago probably. 


Q.—You surrendered your interest? 
A.—I had no interest. 


Q.—What became of Mr. Fowler’s 
interest? What became of his stock? 
A.—His stock, I think, as I under- 
stand the deal with Mr. Stevenson, 
that Mr. Stevenson told the Commis- 
sion of, I understand Mr, Fowler’s 
stock we surrendered absolutely. 


Q.—Then, that of course would put 
an end to it? A.—yYes. 


Q.—That depends upon what the 
construction of the document was? A. 
—Well, there is no doubt about that. 


Q.—Don’t you understand that the 
shareholders will get the profits that 


‘are coming out of the transaction if 


there are any? A.—The shareholders 
as I understand it now are the Union 
Trust Company. Am I right in that 


' Mr. Stevenson ? 


MR. STEVENSON: That is my 


contention, 


WITNESS: That is what I under- 
stood; so that I am willing to make 
you a present of this. 


MR. SHEPLEY: No I am afraid 
of presents. Yesterday in reading the 
cheques from the bank statement, I 
read the name of a Mr. Parlee, and 
it is printed in some of the newspapers 
Pardee, and Mr. Pardee is very much 
exercised over it. 


WITNESS: I noticed that. 


MR. SHEPLEY: I am very anxious 
to get Mr. Fowler and I think we can 
fill out a very reasonable day to-mor- 
row. 


JUDGE MacTAVISH: You have 
not heard from him? 


MR. SHEPLEY: Not since I got 
the wire. 


(The Commission adjourned at 4 
p.m. Thursday, October 4th, till Oc- 
tober 5th, at 10.30 a.m.) 
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MR. SHEPLEY: I am sorry that 
Mr. Nesbitt is not able to be here this 
mornng, and that wlll make some little 
difference in the course of the ex- 
amination, I shall not attempt to fin- 
ish with Mr. Foster to-day. In the 
meantime I will call Mr. Davidson 
and Mr. Scholfield. 


JOHN I. DAVIDSON sworn, Ex- 
amined by 

MR. SHEPLEY: Q.—What was 
your introduction to the Union Trust 
Company? A.—I was asked by Mr. 
Laidlaw to become a director in it. 

Q.—It was Mr. Laidlaw who asked 
you to become a director? A.—Yes. 

Q.—That was when the old Provin- 


cial Trust Company was being acquir- 
edP A.—No, after. 


Q.—After it had been acquired? 
A.—Yes. 
Q.—Had the Union Trust Company 
been organized and was it running 
when you went on the Board? A.— 


Yes, they had had two meetings, I: 


think, before I joined. 


Q.—Then about your stock— A.— 
I paid cash for it. 

Q.—You paid cash for your stock? 
A.—Yes. 

Q.—How much was it? A.—§l,- 
000—no, $1,100. I paid a premium 
of 10 per cent. on it. 

Q.—It was $1,000 of stockP A.— 
Yes. 

Q.—And that you paid for? A.— 
Yes. 

Q.—The real reason for your tak- 
ing the stock was that you might be 
put upon the Board? A.—Yes—no, I 
was asked to join the Board, and 
after consideration I said I would do 
so, and I paid for my own stock to 
qualify. 

Q.—What I mean is this: that it 
was not intended that you were to 
have any substantial interest in the 
Company? A.—Oh no. 

Q.—You were to go upon the direct- 
orate and purchased stock for that 
purpose? A.—Yes. $1,000 was a sub- 
stantial interest to me. 

Q.—It was not a substantial inter- 
est to the Trust Company? A.—No. 

Q.—Were vou regular in your at- 


tendance at the directors’ meetings? 
A.— Yes. 
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Q.—And did vou take an interest in 
the business policy of the Trust Com- 
pany from time to time? A.—Yes. 

Q. The first matter I want to ask 
you about is the matter that led up to 
the Great West Land Company. You, 
perhaps, can give us your recollection 
of how that was first presented to 
your A.—It was first presented to 
me through the minutes of the meet- 
ing of the Board; that is all I knew 
of it. In fact I did not know who 
composed the Company until it was 
presented then. 


Q.—We will look at those minutes 
and get at that. The directors pre- 
sent on that occasion were the Doctor, 
Sir John Boyd, Mr. Foster, Mr. Wil- 
son, Mr. McGillivray and yourself? 
A.—Yes. 


Q.—I want your recollection—I do 
not want your recollection for the 
moment to be assisted by telling you 
what is in the minutes—I want you 
to recollect if you can give it, the 
best recollection you can give me of 
the discussion you had heard there? 
A.—That is a little difficult I think 
Mr. Shepley. 


Q.—No doubt, but I want to see 
what recollection you have of itP A. 
—Well, would you lead up? Could 
you ask me some questions and I 
would be glad to answer them. 

Q.—Who introduced the subject? 
A.—The Manager in the ordinary 
course. 


Q.—And just state as nearly as you 
can recollect. Of course we quite 
understand that one’s memory is at 
fault very frequently but I want your 
best recollection of what the Manager 
stated in presenting this case? A.— 
It is very difficult. 


Q.—How did he describe the matter ? 
A.—It is really hardly possible to an- 
swer that question I think. 

Q.—You think it is hardly possible 
to answer it? A.—Yes. 

Q.—In the first place did you under- 
stand it was a scheme which involved 
yo a considerable sum of money? 

— Yes. 

Q.—Do you remember what amount 
of money was discussed ? A.—No. 
I have an impression it was $200,000 
or $300,000. | 

Q.—And what was that expended- 
for? Upon what was that to be ex- 
pended? A.—I understood it was to 
be in the security of lands of the 
Great West Land Company. 

Q.—You understood it was to be up- 
on the security of lands in the Great 
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West Land Company? A.—Yes, the 
company to buy the stock. 

Q.—What did you hear*about the 
company? What did you understand? 
A.—The composition, who the Direct- 
ors were, that is all. 

OE=Do you remember? A.—I re- 
member three or four of them. 

Q.—Tell me who they were? A.— 
Mr. Scholfield, Mr. Foster, Sir John 
Boyd and Col. McGillivray. 

Q.—You do not remember Mr. Wil- 
son? A.—Oh yes. 

Q.—What were you told of the re- 
lation between these gentlemen and 
the Great West Land Company? A.— 
That they were the Great West Land 
Company, that they had taken over 
an option from some gentlemen that 
he named, Pope and Fowler were the 
two mentioned as far as I remember, 
and that they wanted an advance to 
carry it through. The advance was 
approved by the Foresters, and that 
being the case of course it was ap- 
proved of by the Board. 

Q.—Did you hear anything about 
the history of the transfers of the 
Jand? A.—None. 

Q.—Between the time it left its ori- 
ginal owners and the time it got into 
the hands of the company? A.—No. 

Q.—You were not told anything 
about that? A.—No. 
in Q. coke are quite clear about that? 

easy 

Q.—Then I take it that you were 
not made aware on that occasion that 
the land had originally been the pro- 
perty of the Canadian Pacific? A.— 
I do not know. Of course I have an 
impression all the land there belong- 
ed to the C.P.R. anyway. 

Q.—That is a very natural impres- 
sion to have? A.—Whether I was 
told so or not I don’t know. 

Q.—You may have had an idea that 
it was Canadian Pacific subsidy land? 
A.—The chances are I did. 

Q.—Then did you hear that Pope 
and Fowler had got an option from the 
Canadian Pacific and had transferred 
it to Foster, McGillivray and Wilson 
at a profit of a dollar? A.—No. 

Q.—Did you hear that Foster, Mc- 
Gillivray and Wilson were personally 
interested to the extent of 50 cents 
an acre profit? A.—No. 

Q.—I want to see whether I have 
it quite correctly with respect to your 
attitude. You do not say you do not 
remember, but you say you did not 


hear? A.—No, I did not hear. 


Q.—Now then we come to the min- 
ute: ‘‘The Manager laid before the 
Directors two propositions for invest- 


6 EDWARD VII., A. 1906 


Ind. Order of Foresters. 
(J. I. Davidson, Ex’d.) 


ment in lands in the North-West 
which were approved in principle, the 
first in reference to the New Ontario 
Farm and Town Site Syndicate Land 
Company.’’ You remember that long 
name? A.—No,-I do not. I remem- 
ber the Great West Company. 

Q.—It was turned into the Great 
West Land Company. That is the 
same company however. It is just 
the matter we are speaking about? 
A.—Yes. 

Q.—‘‘To loan to the New Ontario 
Farm and Town Site Syndicate Land 
Company, Limited, capitalized at $1,- 
000,000, on the security of the land 
and bonds, a sum of money not to 
exceed $140,000, at a rate not to ex- 
ceed 6 per cent. per annum; the Union 
Trust Company is to have the option 
of taking fully paid up stock at par 
for the whole or any part of its ad- 
vances and interest.’’ (Reads down 
to the words ‘‘Paid up stock of the 
company.’’) Do you remember that? 
A.—Yes. 

Q.—That stock was to be given to 
them as a bonus for financing the 
transaction? A.—Yes. 

‘Q.—You had not any share in the 
Great West Land Company? A.—No. 

Q.—You perhaps were not very fa- 
miliar with its affairs at that time? 
A.—No. 

Q.—Did you become aware subse- 
quently and in the course of your ad- 
ministration of the affairs of the Union 
Trust Company of the state of facts 
that I have cutlined to you a moment 
ago about these intermediate profits? 
A.—No. 

Q.—When did you first hear of 
those? A.—Not until the investiga- 
tion. 

Q.—Are you clear in regard to 
thatP A.—Quite. I thought their 
profits were to be out of the realized 
profits after the sales. 

Q.—You have told me you did not 
pay any attention to the’ affairs of 
the Great West Land Company? A. 
—No. 

Q.—Do you remember an occasion 
upon which arose some discussion with 
reference to this option? Do you re- 
member the option either to take the 
stock or to treat the money as ad- 
vances? A.—Yes. 

Q.—Were you at a meeting of the 
Board at which that was discussed? 
A.—Yes. 

Q.—Do you remember the discus- 
sion that took place? A.—As_ to 
whether we should take the stock or 
take debentures? 
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Q.—Yes? <A.—Yes. 

Q.—Who took part in the discus- 
sion? A.—I think Mr. Stevenson, 
Col. McGillivray, and I do not know 
who else. 

Q.—Now tell me as nearly as you 
can recollect,—and again tell me all 
you can without reference to the min- 
utes—tell me what you remember tak- 
ing place? -~ A.—At this meeting? 

Q.—Yes at this meeting? A.—The 
question arose, I think we were asked 
to decide whether we were going to 
take the stock. 

Q.—You were asked to decide whe- 
ther you were going to take the 
stockP A.—yYes. I do not know 
whether it was Mr. Stevenson or the 
other side, but it came to a point 
where we were asked to decide whe- 
ther we would take the stock— 

Q.—What do you mean by the other 
side? A.—What you call the Great 
West Land Company—that we had to 
declare our position. 

—How did you view Mr. Steven- 
son in his attitude towards the Union 
Trust Company? A.—How do you 
mean? 

Q.—He has been spoken of as being 
a man who peculiarly represented the 
Forester’s interests? A.—Well then 
he thoroughly represented the Union 
Trust Company. 

Q.—The two interests you speak of 
are the interests of the Great West 
Land Company on the one side and 
the interest of the Union Trust Com- 
pany upon the other? A.—Yes. 

Q.—Go on with your account of 
what you remember to have heard on 
that ocassion? A.—I think I moved 
a resolution on that ocassion con- 
cerning what policy we should adopt, 
would you kindly read the resolution. 

Q.—First give me your recollection 
of what was said, the course the dis- 
cussion took? A.—The_ discussion 
took this course, that in all likelihood 
this venture was to realize a large 
profit. 

Q.—Who meade that statement? A. 
—I think it was general, because the 
land business was apparently in a very 
good shape. I do not think there 
was ever any doubt but what it would 
realize a large profit, and the ques- 
tion was whether the Union Trust 
Company should become stockholders 
or simply lenders. 

Q.—You mean stockholders for the 
advances? A.—Yes. 

Q.—They were already bonus stock- 
holders? A.—Yes. They had an op- 
tion of taking stock for their advances 
or of becoming debenture-holders or 
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lenders, and I think on that occasion 
we decided to become stockholders, 
which policy we altered. 


Q.—Your recollection is that you 
decided to become stockholders in re- 
spect of your advances at that time? 
A.—Yes, I think so. 


Q.—Then that would entitle you to 
have stock of the Great West Land 
Company to the amount of your ad- 
vances in addition to the bonus stock 
which you were entitled to under the 
old arrangement? <A.—Yes. 


Q.—You did not understand, did 
you, Col. Davidson, that the right to 
the bonus stock depended upon which 
way the company elected? A.—No, 
not at all. 


Q.—That was an absolute right as 
you understand? A.—On either horn 
of the dilemma. 

Q.—Accepting either proposition, 
either treating the money as advances 
or taking it as stock, the right to the 
bonus was absolute? A.—Yes. 

Q.—Before coming to the terms of 
the resolution, let me ask you what 
you knew with regard to certain stock 
that the Doctor held in the Great 
West Land Company? A.—Nothing. 
I did not know about any of the 
stock. 

Q.—You did not know he was the 
holder of a hundred shares? A.—No. 

Q.—You heard no discussion about 
that? A.—I did not know the divi- 
sion of the stock of the Land Com- 
pany at all. 

Q.—You were only interested in the 
Union Trust Company? A.—Yes. 

Q.—And the Trust Company at this 
time had got its 2373 shares? A.— 
They were entitled to get it; I do 
not know whether it had been advanc- 
ed or not. 

Q.—You assumed it would be all 
right? A.—Yes. 

Q.—I see your recollection is quite 
right. You moved a resolution, sec- 
onded by Colonel McGillivray, that 
under and pursuant to the mortgage 
agreement made between the Union 
Trust Company and the _ syndicate 
company, the Great West Land Com- 
pany, Limited, dated the 22nd June, 
1903, the Union Trust’ Company exer- 
cised its option to take stock for all 
advances to be made under the said 
agreement, and does hereby take 
stock to the amount heretofore ad- 
vanced, and authorizes the General 
Manager to subscribe therefor in the 
name of the company. That is your 
recollection of the decision of the 
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meeting, and that was on the 26th 
March, 1904? A.—Yes. 

Q.—What is the next that you re- 
member with regard to the Great 
West Land Company and the Union 
Trust? A.—I think the next was 
embodied in a resolution, of course 
leading up to it, in which we revers- 
ed that resolution. I may say that 
resolution was handed to me by Col- 
onel McGillivray and so I was asked 
to become the mover of it, which I 
did, as being the policy of the For- 
esters. 

Q.—That was handed to you by 
Colonel McGillivray, who had prepar- 
ed it, I suppose? A.—I do not know 
about that. 

Q.—You did not write it? A.— 


Q.—The composition is not yours? 
A.—No. 

Q.—And you understood it was be- 
ing put forward by him for your— 
A.—Approval. 

Q.—For your fraternity, as being 
the policy the Foresters desired to 
pursue? A.—Yes. 

Q.—Not knowing of Colonel Mc- 
Gillivray’s personal interest at that 
time, of course you did not attribute 
it to that? A.—No. I may have 
known of his personal interest, but 
I attributed it to the policy of the 
Foresters, as I think it was at the 
time. 

Q.—What were the events that led 
up, as you recollect them, now, to 
what you speak of as the reversal of 
this policy? A.—I think that we had 
several discussions in the matter, and 
Mr. Stevenson thought the better pol- 
icy would be for us to become lenders 
of the required amount of money, tak- 
ing security on the lands and stock, 
and Mr. Stevenson also suggested that 
the members of the Land Company 
should become personally responsible. 

Q.—Was that a piece of policy that 
Mr. Stevenson was advocating out- 
side of the Board meeting? A.—I 
think he asserted it at the Board 
meeting. 

Q.—I wanted to know whether it 
was a matter of frequent and common 
discussion in and out of the Board? 
A.—I do not think so. 

Q.—Do you think it never was dis- 
cussed except at a Board meeting? 
A.—I cannot say that. 

Q.—With you? A.—Not with me, 
I think not. 

Q.—Not by anybody? A.—Not by 
anybody. 

Q.—Then you only became aware 
of the matter by virtue of what passed 
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at the Board meeting? A.—That is 
all. 

Q.—Now there is a minute here of 
the 7th November, 1903, at which Mr. 
Stevenson, Mr. McGillivray, yourself, 
the Hon. Mr. Ross, Mr. Wilson and 
Mr. Foster were present, in which 
this occurs: ‘‘Some discussion was had 
with reference to the Great West 
Land Company and the position of the 
Union Trust Company in relation 
thereto. This matter was, however, 
left over to be taken up at the ad- 
journed meeting. The date of this 
is the 7th November, 1905. Does 
that accord with your recollection of 
the date? A.—I cannot say. 

Q.—That would be last November? 
A.—If the directors’ meeting book is 
there that will tell us. 


Q.—I have a copy of it before me? 


A.—I have no doubt it is all right. 


Q.—That appears to be the discus- 
sion, which was not completed, but 
stood over? A.—Quite apparent. 


Q.—You remember that? A.—Only 
by being refreshed. 


Q.—Do you recollect the discussion 
which took place before the matter 
was postponed? A.—I have no doubt 
it was on the lines which I have been 
stating to you as to whether that 
policy should not be reversed, and we 
should become, as I say, lenders in- 
stead of stockholders. 

Q.—Re-exercising, so to speak, the 
right of option? A.—Exactly. 

Q.—What do you remember to have 
heard during that discussion with re- 
gard to the bonus stock? A.—My 
recollection is the bonus stock was 
never discussed. 

Q.—Your recollection is the bonus 
stock was never discussed? A.—I 
may be entirely wrong. 

Q.—You have no recollection of its 
being discussed? A.—No. 


Q.—Don’t you think you would re- 
call it if such an important thing as 
that were discussed? A.—I would 
think so, but the idea of its not be- 
longing to the Trust Company has 
never entered my head. 

Q.—The idea that it did not be- 
long to the Trust Company never en- 
tered your head? A.—-No. ; 

Q.—Then do you remember this 
little book? A.—Yes. 

Q.—Is that what you mean by the 
directors’ meeting book? A.—Yes. 

Q.—What was the custom with re- 
gard to your signing your names in 
this book? A.—The directors pre- 
sent signed every minute. 
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Q.—Have you any doubt about that 
at all? A.—No, none. 

Q.—And if you do not find your 
name here do not expect to find a 
minute in the minute book? A.—No. 

Q.—Are you clear about that? A. 
—Quite. 

Q.—You are quite clear about that? 
A.—Yes. 

Q.—Then I show you the book first, 
and I think that is your own admir- 
able signature at the top? A.—Yes, 
I thought you could not read it. 

Q.—I have seen it a good many 
times recently. November 7th, 1905, 
10.30 a.m. and the first signature is 
John I. Davidson, and the next meet- 
ing in the book appears to be Decem- 
ber 26th. 1905? A.—Yes. 

Q.—And I see your signature there 
as wellr A.—Yes. 

Q.—Was there any meeting between 
those two dates, of directors? A.— 
I should say not. 

Q.—There is a record in the regular 
minute of the Union Trust Company, 
what is said to have been a meeting 
of the Board of Directors, at which 
the same directors were present as at 
the meeting of the 7th, yourself among 
other things, 1t was resolved that the 
Union Trust Company, when taking 
the mortgage for its advances, should 
give up its bonus stock, I tell you 
that appears upon the minutes? A. 
—Who moved the resolution? 

Q.—It is attributed to Mr. Steven- 
son ? Do you remember any such 
meeting. or any such resolution? A. 
—Giving up the bonus stock. 

Q.—Yes? A.—No, I do not. Who 
seconded that resolution? 

Q.—It is said to have been on the 
13th November, althongh there is no 
signature to correspond with it in the 
directors’ meeting book? A.—Who 
seconded it? 

Q.—It is said to have been second- 
ed by Mr. McGillivray? A.—I have 
no recollection of it. 

Q.—You have no recollection of any 
such meeting? A.—If the name is 
not in that book I cannot understand 
how a meeting could have been held. 

Q.—You cannot understand how a 
meeting could have been held, if the 
name is not in that book? A.—No, 
I do not see how there would be a 
minute unless— 

Q.—This is what is entered in tha 
record as the minutes of the directors’ 
meeting, ‘‘After a full discussion in re- 
ference to the Great West Land Com- 
pany, it was decided on motion by 
the Hon. E. G. Stevenson, seconded 
by Lt. J. A. McGillivray, that the 
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Union Trust Company should assume 
the position of mortgages with refer- 
ence to its advances.’’ That would 
be on a line with what you under- 
stood? A.—Yes. 

Q.—‘‘And payments to or for the 
Great West Land Company, instead 
of the stock received by the company 
and its President upon formation of 
the Land Company, and the stock re- 
ceived as representing payments as 
advances and the company and _ its 
President releasing to its original 
owners respectively the stock which 
had been acquired under the former 
arrangement as set forth in the agree- 
ment of the 22nd June, 1903.’ That 
is the bonus stock. Did you ever hear 
such a resolution moved or vote for 
such a resolution? A.—TI have no re- 
collection of it. 


Q.—Would you not recollect it? A. 
—I think I would. 


Q.—You would be quite alive to the 
impropriety of giving up that bonus 
stock? A.—I think I would. 

Q.—What do you thinkP Having 
regard to all these circumstances, can 
you say with certainty, having regard 
to the fact that you do not find your 
signature in the attendance book, and 
having regard to the fact that that 
subject was never brought to your at- 
tention, have you any doubt there 
never was any such meeting? A.—I 
do not think there would be any min- 
utes in the book, unless there was a 
meeting; but the minutes would be 
signed of course. 

Q.—No, the minutes are not sign- 
ed. That is all you can tell me about 
it? A.—The minutes have always 


_ been signed, and the attendance always 


has been entered in the book as far 
as my recollection goes. 

MR. SHEPLEY: Q.—Then the soli- 
citor was instructed to prepare the 
necessary papers to be duly executed 
by the officers of both companies. It 
was pointed out to me by Mr. Foster 
that blank spaces were left, and it 
is also pointed out that the entries 
of the directors’ names in respect of 
other meetings are consecutive, and 
it is also pointed out that, according 
to the evidence before the Board, there 
was hurry at the meeting of the 13th 
November, as people were going to 
leave. 

JUDGE MacTAVISH: Quite true. 

Q.—MR. FOSTER: And that there 
seemed to have been space left there 
nal ne in. 

. SHEPLEY: I stated that. 
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MR. FOSTER: If Mr. Davidson 
will look at that he will see it. 

WITNESS: We always signed the 
book, you remember, Mr. Foster; that 
was one of the first things done. I 
think it was the unalterable rule, but, 
of course, if the minutes are in the 
book I am quite satisfied— 

Q.—Then on the 28th November— 
there is no signature for such a meet- 
ing as that? A.—My statement 
carries. 

Q.—You say the same thing in re- 
gard to that? A.—Yes. 

Q.—There is record of another meet- 
ing on the 28th November at which 
you are said to have been present, 
and the solicitor of the company read 
the agreement and mortgage between 
the Trust Company and the Great 
West Land Company. Were you pre- 
sent at any meeting at which the 
agreement showing that the bonus: 
stock was surrendered was read and 
explained? A.—TI think not. 

Q.—At all events you never heard 
of such a thing as that being done? 
A.—It never entered my head, such a 
thing taking place, because I take the 
stand that our agreement was that the 
bonus stock was given on whichever 
option we agreed to adopt and why 
we should have abandoned it for noth- 
ing is what I cannot see that any 
business man would think of doin#. 

Q.—That is the way it strikes you? 
A.—Yes. . 

MR. KENT: Do I understand that 
you would have opposed any proposi- 
tion to return this bonus stock? A.— 
Except upon sonsideration, sir. 


MR. SHEPLEY: Q.—I think that 


is all I want to ask you about that 
particular matter. Then you have a 
recollection of the formation of the 
aed Lumber Company? A.— 
es. 
Q.—Tell me, first, what led up to 
that? A.—That is rather a contract 
Q.—AIll that you recollect? You 
see you are a business man and a 
director? A.—Certainly, my duty is 
quite plain, I will tell you all I know. 
I would like to read it over. 
Q.—But I must ask you for your 
recollection first? A.—The first pro- 
position, Mr. Foster handed me a 
statement of some lumber business in 
New Brunswick, asking me to read 
it over. I read it over and some days 
after I had read it over he asked me 
what I thought of it, and I said I 
had had some experience of the lumber 
business, and it made me very chary 
of the lumber business. 
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Q.—You would not have anything 
to do with itP A.—I did not say 
that. It made me chary of it, and 
he said Irwin and McCormack were 
interested in it, men whom I knew 
very well, and who were first-class 
lumbermen. 

Q.—Whereabouts was the location 
of this? A.—New Brunswick, or down 
in the Lower Provinces somewhere, 
and he said, just to leave it till we 
got their report, and I said, all right. 

Q.—He told you Irwin and McCor- 
mack were off exploring? A.—Yes, 
and their report came back, unsatis- 
factory, and that closed that, and I 
forget who said that Irwin and Mce- 
Cormack had an option on timber 
limits in British Columbia. 

Q.—Who told you that? A.—I 
think it must have been Mr. Foster. 

Q.—That Irwin and McCormack 
had an option upon limits, was it, or 
a mill— A.—Mill and limits in British 
Columbia. 

Q.—Did you hear any other name 
mentioned except— A.—Fowler. 

Q.—Fowler, Irwin and McCormack 
were the three you heard mentioned ? 
A.—Yes, and that it would likely be 
a good venture. I am sorry to say 
that rather appeals to me, because I 
think British Columbia lumber is a 
first-class proposition, and I always 
thought so, and Irwin and McCor 
mack were going into it, and I said, 
if I had money of my own I would not 
hesitate to put it in. ; 

Q.—Do you know Irwin and Mc- 
Cormack? A.—Yes, knew them for 
years. 

Q.—They were men.of experience? 
A.—Yes. I believed then that if they 
would take an active financial interest 
it would be a financial success, and I 
said if I had money of my own and 
could afford to lose it, I would put 
it in British Columbia in the lumber 
business. It is a good gamble, that 
is all. 

Q'—I want to get your appreciation 
of the personal element introduced by 
Irwin and McCormack? . A.—<As lum- 
bermen I had perfect confidence in 
both of them. 

Q.—And as honest men? A.—Yes. 

Q.—And as to their financial stand- 
ing? $A.—I knew Irwin was worth 
a considerable amount of money. 

Q.—You knew he was a substantial 
man? A.-—Yes. 

Q.—As the proposition was submit- 
ted to you did you understand they 
were putting their own money in? 
A.—Yes, or what was the same thing, 
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that they were going to become jointly 
responsible for each other, and we 
would advance the money. 

Q.—That you think you heard? A. 
—And that I looked upon as a better 
proposition for the ‘Trust Company 
than the other, because I am satisfied 
that Irwin, at least, could have been 
financially respohsible for any under- 
taking he would have undertaken, 
and I would have been quite satisfied 
to have advanced him the money on 
a 6 per cent. basis. 

Q.—At that stage was it mooted or 
broached that the Trust Company it- 
self should. be jointly interested in 
the division with Irwin, McCormack 
and Fowler? A.—TI think so. 

Q.—yYou so understood it then? A. 
—Yes, 

Q.—We have been told, and no 
doubt it is absolutely correct, that 
the Trust Company was to retain con- 
trol of a company which was to be 
formed having 51 per cent. of the 
stock, while the other three had 49? 
A.—Yes, that is my recollection. 

Q.—Do you recollect whether or not 
Irwin and McCormack were entrusted 
with the duty of inspecting the pro- 
perty? A.—yYes. 

Q.—Mr. Foster tells us they were 

inspected and reported? A.—Yes. 
- Q.—Do you remember when Mr. 
Fowler was entrusted with negotiat- 
ing with the owners to come to an 
agreement for the purchase of the 
property? A.—I cannot remember 
Mr. Fowler’s name being mentioned 
pronouncedly, but he was in the trans- 
action I know. 

Q.—Then do you remember what 
the property was to cost? A.—I have 
an impression about $175,000 or some- 
thing. 

Q.—What the Union Trust Com- 
pany paid was $225,000 plus a meas- 
urement of the logs? A.—yYes, that 
is it. 

Q.—Well of course you are not aware 
that the real price that Fowler paid 
was only $170,000? A.—No. 

Q.—You never knew of that until 
you heard it recently? A.—That is 
all. 

Q.—What steps were taken with re- 
gard to closing up the property? A. 
—Several meetings. In the mean- 
time I had a man, Mr. Hamilton, who 
used to work for us in the lumber 
business, and in whom I had a great 
deal of confidence, and I said I 
thought it would be well to send an 
independent man to go over these 
properties in sections. We sent Mr. 
Hamilton up at my request, and he 
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sent in his report which was very 
favorable. 

Q.—That was before the transaction 
was closed? A.—Yes, and they had 
also gone over an adjoining property, 
or rather another property which he 
thought better than the one he had 
gone into. Then when they came 
back Mr. Irwin said he wanted us 
to take up the other property also on 
the same basis. 

Q:—What property was that? The 
Okanagan? A.—Yes, the Okanagan 
property. 

Q.—Are you clear Hamilton did any 
inspecting with respect to anything 
but Okanagan? A.—I think he went 
over both. 

Q.—That is what you understood? 
A.—Yes, I am quite sure. I asked 
him to anyway. I am sure he did it 
when I asked him. 

Q.—You say Irwin wanted to take 
up the— A.—He said if we did not 
take up this other proposition as well 
that he would like to retire and take 
this up himself, 

Q.—Was that all before the first 
transaction was closed? A.—Yes. 

Q.—You are clear about that? A. 
—Quite clear about that. Then after 
discussion we thought it was advisable 
to take up two properties. If one 
was good the other was better, the 
understanding all the time being that 
these three gentlemen, Fowler, »-Mc- 
Cormack and Irwin, were to become 
jointly responsible for that 49 per 
cent. of the stock—jointly and sever- 
ally responsible. 

Q.—Was it not also part of the un- 
derstanding that they should not make 
any secret profits in turning over the 
property? A.—yYes, such a thing as 
secret profits I think was foreign to 
all interests that I know of. 

Q.—You supposed you were getting 
a fair deal from Irwin, McCormack 
and Fowler? A.—Yes. 

Q.—Do you remember what you 
paid for the Okanagan property? We 
have hitherto treated them separate- 
ly? A.—I do not remember. It 
might be $140,000. 

Q.—It was more than that. It was 
$177,000 plus $42,000 for logs? A.— 
Well the logs were a liquid asset. 

Q.—$42,000 worth of logs at $6 a 
thousand means 7 millions feet of 
logs? A.—Well that was a liquid 
asset, subject to measurement. i 

Q.—It is a liquid asset if it is 
there? A.—Yes, if it is not there 
we would not pay for it. 
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Q.—Were you shown the balance 
sheet of the Okanagan Lumber Com- 
pany? A.—No. 

Q.—You did not know that all the 
money spent there including operating 


expenses only amounted to $60,000 
odd? -A.—No. 


Q.—If you will come to the matter 
that I was speaking about when you 
very properly reminded me of this 
further matter; that is the steps that 
were taken to wind up the business? 
A.—Which business? 

Q.—The Kamloops business. You 
were a director on the Kamloops 
Board, were you not?  A.—Only as 
a trustee. 

Q.—For whom? A.—For the Union 
Trust Company. 

Q.—That was your capacity? — 
That was all. 4 a 

Q.—You did not put u 
in that? -A.—No. Z pine ee 

Q.—Then do you remember Mr. Ste- 
venson in the Union Trust Company 
advocating the policy of closing up 
those interests? A.—Yes, 

Q.—That was very recently? A.— 
Yes. 

Q.—Do you remember what was 
done? A.—He was authorized to try 
and effect a sale, and I tried to effect 
a sale myself. 

Q.—I ask you another question ; 
were you aware—did you ever become 
aware—that Mr. Foster had an in- 
terest with Fowler in his ownership 
of stock in that company? A.—No. 

16 
em pmnmncyer became aware of 

Q.—Then one other matter I should 
have asked you in connection with 
the land company, were you of the 
impression in the Union Trust Com- 
pany, you for your own directorship 
in the Union Trust Company, that 
Pope and Fowler were turning over 
a the land they had selected? — A.— 

es. 


Q.—You were of that impression? 
A.—Yes. 

Q.—You did not know that they 
were retaining 7,000 acres or there- 
abouts for themselves? A.—No, that 
was the Land Company’s’ business. 

Q.—That was the Union Trust Com- 
pany’s business too, because it was 
putting up the money? A.—Yes. 

Q.—At all events you were not 
aware of that? A.—No. 

Q.—Mr. Hellmuth points out to me 
that there was a meeting September 
20th, 1906, at which your initials are 
put by somebody else in pencil. Let 
us see what was done at that meet- 
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ing and see if you were present at 
ite 
JUDGE MacTAVISH: That was 


only last month? 


MR. SHEPLEY: Yes. That is all 
I have to ask you, but if you will wait 
a few minutes, when that minute book 
comes we will see whether you remem- 
ber being present at the meeting 
where your initials are in pencil, be- 
cause that would modify your recollec- 
tion that you invariably signed. So 
we will just wait for that. 


GEORGE P. SCHOLFIELD sworn. 
Examined by 

MR. SHEPLEY: Q.—You are of 
the profession of banking? A.—Yes. 

Q.—And are now the General Man- 
ager of the Standard Bank? A.— 
Yes. 

Q.—You are a director and have 
been for a long time of the Great 
West Land Company? A.—Yes. 


Q.—How was that proposition first 
introduced to you? A.—I was living 
in Chatham then, and Mr. Wilson 
came to see me about it, and told me — 
that some gentlemen associated with 
himself—I do not know that I would 
have remembered the names if my 
memory had not been refreshed after- 
wards—Col. McGillivray, Mr. Foster - 
and himself had secured an agreement 
by which they were to get some lands 
from Pope and Fowler, who had ob- 
tained them from the C. P. R., and 
he discussed it, and told me a great 
deal about it, and said, ‘Will you 
agree to join the Board? We are 
going to form a company.”’ 

Q.—The invitation to you was to 
join the Board? A.—Yes, and I ask- 
ed him what would the necessary qua- 
lification be, how much stock would I 
be required to take, and he said, ‘‘We 
have not thought about it; I should 
think a couple of thousand dollars.’’ 
And I said, ‘‘You know a good deal 
about the lands,.’’ and he said, ‘‘Yes, 
we have pretty full reports, we are 
advised it is very profitable;’’? and he 
said, ‘You will get a thousand dol- 
lars bonus by reason of going on the 
Board—a _ thousane dollars stock 
rather,’? and I said, { have no ob- 
jection to put $2,000 in.” 

Q.—Receiving the bonus stock? A. 
—Yes. 

Q.—How much stock did you sub- 
scribe for? A.—I_ subscribed for 
$4,000. 

Q.—How did that come about? A. 
—At a meeting Mr. Foster said he 
had had a great deal of experience. 
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Q.—Where was this meeting? A. 
—In the Board room of the Union 
Trust Company, I suppose you call 
it. I will teil you just as well as 
I can remember. Mr. Foster said 
he had a good deal of experience in 
selling lands. He had some lands 
himself, and it was desirable if they 
were going to sell stock that they 
should only pay up 50 per cent. on 
the stock, that it was more attractive 
to investors, they getting a larger 
quantity of stock for the same money. 
I was not particularly enamoured with 
that idea, because it meant a liabil- 
ity, and I had only consented to take 
$2,000, and I] expected to pay the 
$2,000. However I was practically 
the only one in the meeting who view- 
ed it that way. Of course their stock 
was. all paid up, or would be, as I 
understood the transaction. How- 
ever, I was satisfied, and thought 
there would not be any great liabil- 


ity to subscribe for the $4,000 stock, 


but on the understanding I was only 
going to pay up $2,000. 

Q.—And you understood that was 
a perfectly futile understanding if 
calls were made? A.—Yes. 


Q.—What about this issue of stock 
at 50 per cent.? A.—I did not see 
anything in it myself. Three calls 
ea made, I think $800 and $600 and 


Sir John Boyd are the only real share- 
holders who paid their money’ in the 
transaction? A.—I will try and ex- 
plain that; the Union Trust Company 
when they had arranged to advance 
the money, had the option of either 
becoming stockholders, or becoming 
mortgagees; some little time drifted 
on, and they had not given any elec- 
tion, and I said to Mr. Wilson that 
I did not think it was particularly 
fair, that I thought they should elect 
one way or the other. It would be 
hardly fair to the other stockholders 
that they should wait to see whether 
the transaction turned out profitable 
before they decided whether they would 
be mortgagees or stockholders. He 
said he thought so too, and I believe 
he brought it up with the Union Trust 
Company, with the result that they 
became stockholders. 

Q.—You were not on the Union 
Trust Company Board? Ai.—-No, I 
do not know anything about them at 
all. Of course I was glad they had 
decided as thev did, because it reliev- 
ed me from any liability on my stock. 

“Q.—Why? + A.—Because there was 
already 50 per cent. unpaid on my 


Q.—It now turns out that you and — 


Ind. Order of Foresters. 
(G. P. Scholfield, Ex’d.) 


stock. If they had been mortgagees 
they could not only have called on me 
for that, but could have wiped out 
my investment. So I felt 1 was safe, 
I felt that the profit in all probabil- 
ity would be much smaller to me, but 
at the same time I approved the other 
side of it, and was very glad that they 
decided to become stockholders. 

Q.—The speculative element was 
still there, but the risk was practical- 
ly eliminated by the coming in of the 
Union Trust Company? A.—Pre- 
cisely. 

Q.—Did you know about the Union 
Trust Company being entitled to cer- 
tain bonus stock? A.—I understood, 
I think it was done by Mr. Wilson, 
that there was an agreement with the 
Uuion Trust Company bv which they 
were to get a consideration. I do 
not know that I would have remem< 
bered the exact number of shares, but 
of course my memory has been re- 
freshed bv reading the newspapers. 

Q.—And was your understanding of 
it that the bonus stock was the abso- 
lute property of the Union Trust Com- 
pany whichever way it elected? A.:— 
I suppose it was their property, yes. 

Q.—Then had you anything to do 
with the carrying out, the working 
out of the quantity of. land, or deal- 
ing with the property in that MAYA 
A.—Nothing whatever sir. 

Q.—Who was charged with that? 
A.—I think Mr..Wilson and Mr. 
Foster had chiefly to do with that. 

Q.—I see at your first meeting you 
made the three of them an Executive 
Committee? A.—Yes. 

Q.—And after that there were very 
few Directors’ meetings? A.—I was 
out of town a great deal, and I fancy 
I was only at shareholders’ meetings. 
I may have been at Directors’ meet- 
ings. 

Q. —At all erent you took no part 
in the administration of affairs? A. 
—None whatever. 

Q.—Did you suppose as the proposi- 
tion was submitted to you that you 
were getting all the land that Pope 
and Fowler had selected? A.—I do 
not know anything about that. 

Q.—Did not make any _ inquiries 
about it and knew nothing about it? 
A. No; in fact I never knew Pope 
and Fowler and knew nothing about 
it. 

Q.—You were probably aware, be- 
cause you seem to have been presen€: 
at the meeting of shareholders at 
which it was reported that 8,640 acres 
were subsequently bought from Pope 
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and Fowler at $5 per acreP A.— 
Yes. 

Q.—Do you remember that state- 
ment? A.—I remember this part of 
it; that we were short on some sales, 
and I think I inquired why it was we 
had not got the 200,000 acres. I am 
not positive of it, and am speaking 
according to my memory now, but it 
was explained that where there was 
five acres of water on the land, that 
that was not counted; so that really 
while we might have had 200,000 acres, 
that there was 7,000 of that which 
would be under water, and areas not 
larger than 5 acres. 


Q.—Do you remember that explana- 
tion being made? <A.—Yes. 


Q.—Who made it? A.—It would be 
either Mr. Foster or Mr. Wilson, I 
am not sure. I am pretty sure it 
would be one of these. JI do not know 
anything about the story. I did not 
know whether it was correct, and do 
not yet. 

Q.—That fixes it in your memory? 
A.—Yes. 

Q.—Did you hear that the 7,000 
acres that was short, was short be- 
cause Pope and Fowler were holding 
it back, keeping it themselves? A.— 
I did not. 

Q.—Had youlany knowledge of that? 
A.—No knowledge of that whatever. 


Q.—Would that have been an ele- 
ment to be considered if you had 
known of it? Would it have made a 
difference in the way you would have 
looked at the matter, if instead of 
getting the 200,000 acres which you 
expected, you had heard 7,000 acres 
were being kept back? A.—I was 
only concerned in this way that if we 
got an acre of land we paid for it,. 
and if we did not get it we did not 
pay for it, but if the purchase of 
200,000 acres was a good investment, 
if it was less it would be an equally 
good investment. 

Q.—You did not understand you 
were financing the whole 200,000 acre 
proposition with Pope and Fowler 
keeping back 7,000 acres of it? A.— 
No, I did not know anything about 
the 7,000 acres, and never heard it 
mentioned that I remember. 

Q.—You were not aware that you 
were financing through the Union 
Trust Company the whole 200,000 acre 
proposition, only getting 193,000 
acres? A.—I am not positive that I 
perfectly understand you. 

Q.—The C.P.R. had to get its price 
a the whole 200,000 acres? A.— 

es. 
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Q.—I will put it hypothetically. If 
Pope and Fowler kept back 7,000 acres, 
and you got 193,000 acres, Pope and 
Fowler should pay for the 7,000. acres 
and you ought not to? A.—That is 
correct. 

Q.—You never supposed your com- 
pany was financing the whole 200,000 
acres, paying the C.P.R. for the whole? 

—No. 

Q.—Coming back to the 8,640 acres, 
we got a little away from that, be- 
cause we dilated upon your explana- 
tion. What were you about to say 
in regard to that? A.—Well, per- 
haps if you would ask me a question 
it would be better. 


Q.—When you found that there was 
less than 200,000 acres yor said ‘“Wh 
Hae t we get the whole 300, 000 acres ?”? 

A.—Well, I may not have been the 
one to ask the question, but I re- 
member it quite well. 

Q.—Who else was there to ask it 
besides you? A.—I do not know who 
was at the meeting. I do not know 
whether Sir John Boyd was there or 
not. I am inclined to think I asked 
it. 

Q.—What was the reply? A.— 
That was the explanation, that we 
had got this 193,000 acres, that there 
was 7,000 acres that was not counted 
in on account of those ponds. 

Q.—About the other— A.—The 
8,640 acres—well, I think that was 
some i tle time later we required 
that. 

Q.—I thought you were speaking 
of a particular meeting at which this 
discussion took place. I will refresh 
your memory with the minutes if I can. 
The first annual meeting was held on 
the 23rd February, 1904, when this 
report was read by the Directors. I 
suppose you were a party to making 
that report theoretically at all events? 
A.—I just heard it when it was read 
in the meeting no doubt. 

Q.—On July 10th the report says— 
just taking the pith of it—it took over 
certain lands known as the Pope and 
Fowler lands numbering 193,000 acres 
odd. On July 9th the company pur- 
chased from Messrs. Pope and Fowler 
8,640 acres adjoining those already 
bought at the price of $5 per acre. 
That is what is said in the minutes. 
Do you rememebr any discussion at 
the meeting, in regard to that? A. 
—No sir. 

Q.—You do not remember? A.— 
No sir, I do not. 

Q.—Were you given to understand, 
or was the meeting informed in any 
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way, verbal or otherwise that that 
8,640 acres was part of the lands which 
Pope and Fowler had rejected when 
they were making their selection? A. 
—No, I do not remember that sir. 
Q.—Would you remember if you had 
heard it? A.—I think I should, yes. 


Q.—Were you told that Messrs. Wil” 
son, McGillivray and Foster were in- 
terested in that land, or were you 
told any more than just appears here 
in the report? A.—I was told the 
whole story by Mr. Wilson in Chat- 
ham at the commencement, at the out- 
set, and I supposed we were paying 
the same price for these lands, $5; 
that is what the company was pay- 
ing for the others , and I do not think 
I would have raised any question about 
it. 

Q.—Were you told that Foster, Mc- 
Gillivray and Wilson were interested 
not only in the original sale, but in 
the sale of the 8,640 acres? A.—I was 
told they were interested in the ori- 
ginal sale, and I do not know that I 
was specifically told that they were in 
this latter sale, but I suppose I must 
have known that they were. 


Q.—Why do you suppose that? A. 
—Because we got our lands through 
the syndicate. 

Q.—The directors report that the 
company purchased through Pope and 
Fowler 8,640 acres of land for $5 per 
acre. I want to know whether you 
knew any more than that? That 
does not say a word about the syndi- 
cate. Did you know ‘anything more 
than that about the 8,640 acres? A. 
—I understood all our lands were 
coming as they came to Pope and 
Fowler, but they really came through 
the syndicate. Mr. Wilson told me 
about it originally in Chatham. The 
8,640 acres ,was coming from the same 
source, and I have no doubt it was 
coming through the same channel and 
on the same terms. 

Q.—You put it as a matter you 
would have understood without being 
told? A.—yYes, I think so. 

Q.—And it would not have raised 
any objection in your mind? A.— 

Q.—You do not remember any fur- 
ther explanation being made, further 
than appears in this report to the 
shareholders at their meeting? A.— 
No sir. 

Q.—Don’t you think you would have 
remembered it if it had been discussed 
or explained? A.—yYes, I think so. 
I was there at the meeting I presume. 

Q.—Yes, Sir John Boyd. Matthew 
Wilson, George P. Scholfield, Hon. 
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George E. Foster, Mr. VanDusen, and 
the Union Trust Company by proxy. 
What do you recollect with regard to 
the exercising of the option by the 
Union Trust Company? A.—Well, 
they first exercised that option and 
became stockholders. 


Q.—And then afterwards? A.— 
They subsequently made a request to 
become mortgagees. Again, I was 
not very well satisfied, and I so stat- 
ed to the meeting, but the position 
of affairs had sufficiently advanced 
that I did not think there was any 
risk in it. 

Q.—That is you thought the orig- 
inal risk, the personal risk of your 
own had been— A.—Had been elim- 
inated. Well they decided to change 
over from stockholders to mortgagees, 
and I said I had not any objection 
as far as I was concerned, I was the 
only person who was really outside 
of the Trust Company I fancy; so it 
was exercised. 

Q.—Then did you hear anything 
said at that time about their not only 
turning their advance stock into 
mortgage, but also giving up their 
bonus stock? A.—I think I-did. I 
think it was read in the meeting. 


Q.—That is the meeting of the 
Great West Land Company? A.—I 
think so. I would not be positive 
about it. 

Q.—Was there any conversation 
with regard to it? Did it strike you 
as peculiar that they should have 
given that up? A.—Well, I had an 
idea that they were particularly anxi- 
ous to become mortgagees. 

Q.—That is in respect of their ad- 
vances? A.—Yes. 

Q.—Had you an idea that they were 
particularly anxious to get rid of 
this asset which had not cost them 
anything? $A.—Well it would seem 
reasonable, if they decided to change 
their minds again that they should 
also do something for the company in 
that way. 

Q.—You speak of that as something 
which passed through your mind 
then? A.—WNo. 

Q.—Of course the Great West Land 
Company did not benefit by it one 
way or the other? A.—No, it went 
back to the syndicate from whence it 
came. 

Q.—Was that ever discussed between 
yourself and Sir John Boyd? A.— 
Never sir. 

Q.—Mr. Wilson desires me to ask 
you—and of course there could be no 
objection to my asking—were you 
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aware trom the start that the syn- 
dicate was making 50 cents an acre? 
Ae es: 


LIEUT.-COL. DAVIDSON re-call- 
ed. HKxamined by 

MR. SHEPLEY: Q.—I see that in 
connection with the instance that Mr. 
Hellmuth has pointed out you were 
apparently present at the meeting of 
the 20th September? A.—I think 
this only emphasizes what I said. 
The book is always signed by some- 
body. It is quite possible I might 
have been late. 

Q.—You think this emphasizes the 
position you were taking? A.—Iix- 
actly. 

Q.—That the book was always sign- 
ed by somebody? A.—Yes, and some 
of those who were present might have 
signed it afterwards. 

Q.—There is apparently, no other 
instance in which nobody has signed 
at all? A.—No, I don’t think so. 
I think that only emphasizes the 
stand I take. 

Q.—There are no other instances 
than those of the 13th and 28th of 
November in which the signatures 
are entirely absent, in this book? A. 
I have not looked through the book. 
Q.—That seems to be so. You do 
not at all withdraw from the position 
you took? A.—I think that strength- 
ens my position. 


MR. McWHINNEY re-called. Ex- 
amined by 

MR. SHEPLEY: Q.—Mr. McWhin- 
ney, you are already sworn and you 
have told us what your present posi- 
tion is in the Trust Company and the 
length of time you have been there. 
Are you familiar with this attendance 
book, as it has been called? A.—I 
have been for a short time, recently. 

Q.—And I suppose you know the 
book itself? A.—Oh, I am familiar 
with the book, yes. 


Q.—What is the custom that you 
have seen observed with regard to the 
signatures in this book, when a meet- 
ing is held? A.—The custom is to 
pass the book around the first thing 
at the meeting and have each one who 
is present, sign. 

Q.—Suppossing someone comes in 
late and the discussion is going on, 
and he does not get the book, what 
then? A.—Personally I keep an in- 
dependent memorandum of the mem- 
bers present and I get them to sign 
it afterwards in case it should be 
overlooked. 


164a, 


6 EDWARD VII., A. 1906. 


Ind. Order of Foresters. . 
(Mr. McWhinney, Ex’d.) 
(R. C. LeVesconte, Ex’d.) 


Q.—The first thing that is done at 
the meeting is to: pass the book around 
among those who are there at the 
opening of the meeting? A.—That 
has been my practice. 

Q. This instance of the 20th Sep- 
tember, 1906, illustrates what you are 
just speaking aboutP A.—Yes, those 
are my initials. I put those down to 
show that they were present and had 
not signed so that I would know, 
whom to ask to sign it. I endeavored 
to have it done immediately after- 
wards, so that they would have some 
recollection of having been present. 

Q.—Have you, in your experience, 
known of an instance in which the at- 
tendance book was not signed at all 
by anybody? A.—I cannot recall an 
instance. 

Q.—Whose writing is that? A.—It 
is Mr. Foster’s, I think. 

Q.—The book is not paged, but these 
words are in this attendance book, 
‘Directors’ meeting, December 26th, 
1905.’’ That, you say, is Mr. Foster’s 
writing?  A.—I think that is Mr. 
Foster’s writing. 

Q.—Mr. Tilley makes a very capital 
suggestion, because, no doubt, we do 
not want to retain the book itself. 
There are twenty lines on each page: 
where this gap is; the entries on the 
left hand page occupy seven lines, 
commencing with the first and going: 
to the seventh. Then the rest of the 
left hand page is blank. Then the 
next twelve lines of the right hand 
page are blank. The words ‘‘Direct- 
ors’ meeting, December 26th, 1905,”’ 
occur on the thirteenth line. Then 
there are two blank lines, after which 
appear three lines with signatures up- 
on them, and there are two lines at 
the bottom that are blank. Then it 
is also to be taken down that the 
words ‘‘Directors’ meeting, December 
6th, 1905’? on the right hand page 
are in Mr. Foster’s handwriting, but 
he does not sign the book himself as 
being present on that occasion. That 
is all, Mr. McWhinney, thank you. 

If I may just depart from the order, 
Mr. LeVesconte is here and he desires 
to make a statement, which, of course, 
I am perfectly willing and glad that 
he should do. 


ROBERT C. LeVESCONTE recall- 
ed.. Examined by 

Q.—What is it you desire to say, 
Mr. LeVesconte? A.—I would like to 


see that option for $250,000, Ryan 
to Fowler. : 
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Q.—The one that you gave your evi- 
dence about? A.—The one that I 
said I had no recollection of drawing, 
although it is my composition. You 
might look at this docket 24 in the 
meantime, if you wish. 
doubts about whether— 


Q.—I did not say I had Shaye I 
asked yon to bring the. bookP A.— 
‘““Served by sheriff with" subpoena to 
attend before the Royal Commission.’ 


Q.—I will make a general statement 
which, I hope, will be satisfactory to 
you. The witness produces his docket 
No. 24 and the entries at page 33, 
under the head ‘‘timber limits” all 
relate exclusively to Mr. LeVesconte’s 
summons to and attendance upon this 
Commission. Is that satisfactory? A. 
Yes, entirely so. And the first entry 
is, as I said the other day, ‘‘served 
by the sheriff with subpoena.’’ There 
is no entry at all between docket 20 
and that docket. 

(The Secretary hands the witness 
Exhibit No. 502.) This is the docu- 
ment. 


Q.—You want to say something 
about that, Mr. LeVesconte? A.— 
Yes. That purports to be an original 
document. Now, when this was pro- 
duced to me the other day, on com- 
paring it I said it was my composition, 
although I had no recollection what- 
ever of ever having drawn that docu- 
ment. I say now that I did not draw 
that document, that I never saw that 
document, until it was handed to me 
by Mr. Shepley. I still say that it 
is my composition, with the exception 
of where there is ‘‘No. 2, timber berth 
233, No. 2, 28 square miles.’”’ I say 
that is not in my document. Now 
this. has evidently been copied from 
the $200,000 option which I prepared, 
but I say now that that is not pre- 
pared by me, it has not been written 
in my office, it is not written _on a 
quality or make of paper that I have 
ever used in my office; it is not in a 
carbon paper that is ever used in my 
office and I say, most emphatically, 
it is not prepared by me, although on 
looking it over the other day I ad- 
mitted that it was my composition. I 
say that it is my composition, except 
the line ‘“‘berth 233—2, 28° square 
miles.”’?’ That was added, and the 
$50.000 added to the consideration. 
Now the $250,000 option which I pre- 
pared was an option from Mr. Fowler 
to John Harper and that is the only 
$250,000 option I prepared. This one 
I never saw or heard of, until Mr. 
Shepley produced it. 


If you have 


Ind. Order of Foresters. 
(R. C. LeVesconte, Ex’d.) 


JUDGE MacTAVISH: The Harper 
option is before usP A.—Yes. 

Q.—It is Exhibit 511? A.—Yes, I 
produced that option. 

MR. SHEPLEY: Do you desire to 
make any further statement with re- 
gard to the entries in your docket 
of the 25th and 26th January, 1904. 
On the 25th your entry is as follows :— 
‘Several consultations with Ryan and 
Fowler during the day and finally 
closed about 6.15 at $170,000 exclus- 
ive of Albert Canyon logs to be taken 
at $4.50 per 1,000 at water. Pur- 
chasers to pay Crown dues thereon. 
Purchaser to take supplies and addi- 
tion to plant at cost as per option. 
Ryan to apply at once for extensions. 
The limits covered by purchase—’’ 

Then comes a memorandum of the 
limits, their numbers and mileage. 

‘Instructions to prepare agree- 
ment in duplicate to-morrow morning. 
Fowler to call and assist.’’ 

Then on the 28th, 

“Consultations with Ryan and 
Fowler. Instructions to draw agree- 
ment for sale, 15 fol. Revising and 
engrossing in triplicate and afterwards 
engrossing two copies with considera- 
tion $225,000. Attending on execution 
by Fowler at Albany Club and attend- 
ing on execution by Ryan at his re- 
sidence, paid car fare.’ 

A.—I think that is a fair entry. 

Q.—Of what took place? A.—Yes. 

Q.—So what you say is, you did not 
prepare the double option in the first 
instance, but you did in the second 
instance? A.—The second was not an 
option at all. 

Q.—We will call it by any time that 
describes it better. An agreement? 
A.—An agreement, yes. ‘A sale agree- 
ment, 

Q.—Is that all you desire to say, 
Mr. LeVesconte? A.—I think so. fn 
reference to that telegram which I 
could not find I went to Mr. Mont- 
gomery about it. I want to have 
that cleared up. It is just exactly as 
I recollected it. I have got a copy 
from Mr. Montgomery, now.  Tele- 
gram by the Ashcroft Water Electric 
Improvement Company to Mr. Mont- 
gomery, and a second one from John 
Shields to Mr. Montgomery. The 
occasion of these being sent to me was 
that these moneys were being attach- 
ed and Mr. Shields and Mr. Mont- 
gomery notified me that the moneys 
were not attachable on a judgment 
against John Shields, that they ‘be- 
longed to the Ashcroft Company: and 
not to private individuals. 
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Q.—You have niade copies of the 
letters I indicated to you the other 
day? A.—I have. 

Q.—And you add the telegram to 
those copies? A.—I put in what was 
furnished by Mr. Montgomery. 

(The copies of letters and telegrams 
referred to, filed as Exhibit 548.) 

MR. SHEPLEY: As the result of 
a conference with my learned friend 
Mr. Tilley, I have to make this state- 
ment; we are not able to proceed un- 
til two witnesses, whom I need not 
name at all, have been examined. We 
have been, as your Honors are aware, 
very much hampered and delayed by 
the necessity for pursuing in the most 
difficult fashion inquiries which ought 
to have lain upon the surface, had 
witnesses obeyed their subpoenas. 
That, of course, does not apply to any 
witnesses now present. Mr. Foster 
has been most assiduous in his attend- 
ance, and as soon as Mr. Wilson re- 
ceived word he made haste to come. 
I do not think, however, that it is 
proper, in the interests of the inquiry, 
that I should go further until I have 
some information which I can only 
get from the mouths of the witnesses 
themselves. I therefore suggest to 
your Honors that the matter should 
stand, not indefinitely, but to an 
early day next week, so that the at- 
tendance of the witnesses, whom I 
speak of, may be assured. As I told 
your Honors upon receipt of the tele- 
graphic message from Mr. Fowler the 
other day, I have hopes that Mr. 
Fowler will be here in the meantime. 
Had he been here when I wanted him 
this inquiry would have been over 
now; we would have had the informa- 
tion which we have had to delve for 
in the most difficult and embarrassed 
fashion. That is the position of the 
matter as I have to put it before 
your Honors this morning. 

MR. WILSON: I might say, your 
Honors, that I have been here in at- 
tendance and I have asked my learned 
friend Mr. Shepley, from time to 
time, to let me off, to hear what I had 
to say, because our Assize Court in 
Chatham sits next week and my en- 
gagements are many and it is very 
difficult for me to make them fit in 
with the engagements here. In ad- 
dition to that a statement has been 
made by Sir John Boyd—I understand 
in writing—in regard to something 
which took place between him’ and 
me; without consulting me, of course; 
and I would ask at least that my con- 
venience might be consulted to some 
extent and that in justice to me I 
might put in a statement in regard 
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to the matter which Mr. Shepley will 
have the advantage of and which I 
will verify upon oath, so that that can 
go in now, following what the Chan- 
cellor has said. 


MR. SHEPLEY: What my learned 
friend says with respect to his en- 
gagements of course does appeal to one, 
neecssarily. But we all have to make 
sacrifices in the public interest and 
my learned friend will see the force 
of that at once. My learned friend 
is in error in supposing that Sir John 
Boyd filed any written statement. 
Sir John Boyd refreshed his memory 
from some notes he had made, but 
his statement was upon oath in the 
witness box, taken down by the steno- 
grapher just as the statement of any 
ordinary witness is taken. My learn- 
ed friend will oblige me very much 
if he sees his way to hand me the 
statement he speaks of. It will faci- 
litate me very much. I do not, how- 
ever, assent to its being put upon the 
records, at the present stage, at all 
events. Perhaps not at all, but at 
all events not at the present stage. 

MR. WILSON: Why should my 
learned friend not allow the state- 
ment, if I am prepared to verify it 
upon oath, as I am, to be put in now? 
And I will submit myself to any fur- 
ther examination. No doubt my 
learned friend will want to examine 
me further, but surely the statement 
which I desire to put in, in regard 
to what took place between the Chan- 
cellor and myself and in regard to 
the Great West Land Company to 
which that related ought now to be 
received. It will not take a moment 
and will not bar counsel from exam- 
ining me as fully as he sees fit in re- 
gard to it. 


MR. SHEPLEY: I may be right or 
wrong—of course we are all fallible— 
but it is not, in my humble judgment, 
the proper way to conduct the in- 
quiry. I shall be obliged to Mr. Wil- 
son if he can see his way to let me 
have the statement he speaks of, and 
I shall endeavour to deal fairly both 
with him and with the statement; but 
I cannot accede to the general sug- 
gestion; I cannot do one thing in one 
case and another thing in another. 

MR. WILSON: I thought you al- 
ready had done that with the Chan- 
cellor ? 

MR. SHEPLEY: No. 


MR. WILSON: Was the Chancellor 
not allowed to make a statement? 


JUDGE MacTAVISH: He gave his: 
evidence here in the witness box. 
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MR. SHEPLEY: He was put upon 
oath and gave his evidence as an or- 
dinary witness gives his evidence. 

MR. WILSON: He volunteered to 
do soP 

MR. SHEPLEY: My learned friend 
is partly right and partly wrong. Sir 
John Boyd was brought here by me 
and put in the box and sworn, and 
gave his testimony. He subsequent- 
ly desired to add something to it, and, 
of course, aS many witnesses have 
done, he was permitted to do it. 

JUDGE MacTAVISH: That oc- 
curred on the following morning. 

MR. WILSON: Then I shall hand 
to my learned friend, and I shall make 
public the statement, because there 
is no other way for me to answer what 
has beén said. 

MR. SHEPLEY: I cannot, of 
course, prevent Mr. Wilson doing any- 
thing he likes with the public. U 
should deprecate such a course but, 
of course, he must be the judge of his 
own method. 

JUDGE MacTAVISH: Then you 
have nothing further for us to-day, 
Mr. Shepley ? 

MR. SHEPLEY: No, your Honor, 
nothing further to-day. The threads 
of this inquiry are being pretty well 
brought together ‘and I shall not, I 
think, be very long, when we get 
started again. 

JUDGE MacTAVISH: I regret 
very much that if we adjourn to-day 
we shall not. perhaps, be ‘able to sit 
before Wednesday of next week. I 
postponed some rather important ap- 
pointments that I had last week, 
thinking it only fair to the people 
interested in this investigation that 
we should go on, at all events at the 
present stage, without interruption. 
These engagements are waiting for me 
at home and I think I will have to 
take them up before I return. If 
any interest will suffer by an adjourn- 
ment until Wednesday I might make 
a very strong effort to be here on 
Tuesday morning—but there is some 
uncertainty as to when you can get 
your witnesses. 


MR. SHEPLEY: The uncertainty 
in the one case is the uncertainty that 
existed, but there is no uncertainty 
in any other case. 

JUDGE MacTAVISH: First, will 
an adjournment until Wednesday suit 
the convenience of counsel ? 

MR. HELLMUTH: As far as I am 
concerned it would be more conveni- 
ent for me to go on on Tuesday, but I 
do not ask that that should be con- 
sidered. 
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JUDGE MacTAVISH: In_ deter- 
mining the question counsel will, per- 
haps, give us their best prognostica- 
tion as to how long the remainder of 
this particular inquiry will last? 

MR. LEeBEUF: I think that is 
the first point to decide; how long 
will it last? 

JUDGE MacTAVISH: I do not 
press that at all, but if counsel have 
an opinion on the point I would like 
to hear itP 

MR. SHEPLEY: In my best mo- 
ments I am inaccurate, and in a sub- 
ject of this sort I am sure to be. It 
is very difficult to say; much depends 
on the witnesses themselves. 

MR. KENT: The witnesses can 
spin it out more than the balance 
of the week. 

JUDGE MacTAVISH: If we com- 
mence on Wednesday, can you finish 
next week? 

MR. SHEPLEY: Again, what: I 
can do with the witnesses may some- 
what depend on your Honors. I can 
only say that I sincerely hope so, and 
I have every hope and expectation 
that I shall be able to do so. At the 
same time your. Honors are quite 
aware that the production of docu- 
ments which I have never seen may 
open avenues of inquiry which I will 
be bound to follow. 

JUDGE MacTAVISH: Then, Mr. 
Shepley, I think we will say Tuesday 
morning at 10.30. That seems to meet 
the convenience of a very pronounced 
majority. 

(On Friday, 5th October, adjourn- 
ed to Tuesday, 9th October, at 10.30 
a.m.) 


EIGHTY-SECOND DAY. 
MORNING SESSION. 
Toronto, Tuesday, 9th October, 1906. 


INDEPENDENT ORDER OF 
FORESTERS, (continued). 


GEORGE W. ROSS, sworn. Ex- 


amined by 


MR. SHEPLEY: Q.—You are a 
member of the Board of Directors of 
the Union Trust Company? A.—Yes. 

Q.—When did you become a mem- 
ber of the Board? A.—Over’ two 
years ago; I think it is over’ two 
years ago. 

Q.—You are, of course, a stockhold- 
errs A) am. 

Q.—Holding 10 shares of stock, is 
it? A.—Yes, $1,000, and premium on 
that $1,000. 
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Q.—Were you aware of the trans- 
action of the Union Trust Company 
—did you become aware of the trans- 
action of the Union Trust Company 
with the Great West Land Company ? 
A.—I knew of it. 

Q.—You knew of it? A.—Yes. 

Q.—Were you aware that. in the 


course of the transaction between the - 


two companies the Union Trust 
Company had acquired certain shares 
of stock? A.—No, I did not know 
that. 

Q.—Did you not become aware of 
that? A.—No. 

Q.—It has been stated here that 
there were 237 shares of paid up 
stock .issued practically by way of 
bonus which were held by the Union 
Trust Company as its compensation 
for having financed the transaction. 


You say you were not aware of that?. 


A.—I was not aware of that. 

Q.—And you were not perhaps 
aware that Dr. Oronhyatekha held 
100 shares? A.—No. 

Q.—Well then do you remember in 
last November some discussion taking 
place among the Directors with regard 
to treating the transactions between 
the Union Trust Company and _ the 
Great West Land Company as a loan 
and taking a mortgage for the ad- 
vances? A.—I know that the Union 
Trust Company wanted to unload it- 
self of its lands sometime within the 
last year or so. 

Q.—That was a policy we have 
been told that was advocated by Mr. 
Stevenson? A.—Yes, and by Dr. 
Oronhyatekha. 

Q.—Well then we have of course 
the papers here which show it; the 
Union Trust Company gave up the 
stock which had _ theretofore been 
held by it for advances, taking instead 
a mortgage for the full amount ad- 
vanced upon these lands. Were you 
aware of that transaction? A.—How 
would you put that again? 

Q.—Perhaps I should have put this 
question first; were you aware that 
the Union Trust Company, in addi- 
tion to the stock I have spoken of, 
had taken stock in the Great West 
Land Company for the amount of 
money it had advanced in financing 
the transaction? A.—No, I was not 
aware of the stock transaction at all. 

Q.—What we find was done is this; 
the Union Trust Company surrender- 
ed all the stock that it had taken in 
respect of its advances, and instead 
ef holding stock, took a mortgage 
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upon the lands for the full amount 
of the advances; perhaps you were 
not aware of that? A.—No, I was not 
aware of that. 

Q.—There are three meetings of 
the Directors of which minutes are 
found in the book, the 7th, the 13th 
and the 28th November, and you are 
said to have been present at all 
three meetings. I am going to di- 
rect your attention to the minutes 
themselves and ask your recollection 
with regard to it. On the 7th Noy- 
ember the minute book, at page 22, 
records these gentlemen as being pre- 
sent: Mr. Stevenson, Mr. MecGilliv- 
ray; Colonel Davidson, yourself, Mr. 
Wilson, and Mr. Foster, and- after 
reading the minutes and dealing with 
some other matters it says, ‘‘Some 
discussion was had with reference to 
the Great West Land Company and 
the position of the Union Trust Com- 
pany in relation thereto. This mat- 
ter was however left over to be taken 
up at the adjourned meeting. The 
meeting then adjourned until Mon- 
day 13th, November.”’ The matters 
which were mentioned were the salary 
of George Harcourt, the matter of 
proper accommodation for the work of 
the Union Trust Company, with the 
idea of having the Standard Bank 
change its present quarters. Do you 
remember those matters? A.—Yes, I 
remember the matter of Mr. Har- 
court’s salary and the change of the 
Standard Bank quarters. 

_Q.—Do you remember the discus- 
sion with regard to the Great West 
Land Company? <A.—TI do not remem- 
ber anything particular about it. I 
could not say as a matter of fact tha: 
a aa es any discussion about that 
as all, 

Q.—On the 13th November, 1905, 
the minutes states that the adjourned 
meeting of the Board was heid in the 
office of the Union: Trust Company, 
the same gentlemen present, and the 
minute reads, ‘‘After full discussion 
in reference to the Great West Land 
Company it was decided on motion 
by Mr. Stevenson, seconded by Col. 
McGillivray, that the Trust Company 
assume the position of mortgagee 
with reference to its advances and 
payments to or for the Great West 
Land in respect of the stock received 
from the company.” (Reads min- 
ute.) ‘And the company and Pre- 
sident releasing to its original owners 
the stock which had been acquired 
under the former arrangement as set 
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forth in the agreement of the 28rd 
June, 1903.’ Do you remember the 
full discussion spoken of? A.—I do 
remember that we did discuss, as I 
said a moment ago, the question of 
unloading ourselves of these lands. 

Q.—Do you idéntify it with any 
particular meetings? A.—No, I do 
not. 

Q.—Do you remember at any time 
or at any meeting any discussion with 
regard to giving up the bonus stock 
which the Union Trust Company held, 
not for its advances, but as considera- 
tion of having made advances? A.— 
I do not remember anything about 
the surrender of the stock. 

Q—Do you think you would have 
remembered if such a discussion had 
ow place? A.—TI think I ought 
oO. | 

Q.—You think you would? A.—I 
think I would. 

().—Then the minute proceeds, 
‘The solicitor was instructed to pre- 
pare the necessary papers, to be duly 
executed by the officers of both com- 
panies.” Well then I ought to call 
your attention to the fact that there 
are the minutes of other matters at 
this meeting, and see what your re- 
collection is in regard to these mat- 
ters. ‘The Generai Manager  re- 
ported that the space in the historical 
room would leave sufficient room’’— 
(reads minutes.) ‘‘On motion it was 
erdered that measures be taken +o 
put the room into a condition to re- 
ceive the Trust Company as early as 
possible? A.—That was discussed. 

Q.—Do you connect that discussion 
with any particular meeting? A.— 
No, I do not. 

Q.—“‘The Manager was again au- 
thorized to confer with the Manager 
of the Standard Bank with reference 
to the change,’’ (reads minute)? A.— 
I remember that distinctly. 

Q.—But you still do not identify 
that with any particular meeting? A. 
—No, I do not. 

Q.—There is a minute on page 25 
of the minutes of the meeting of the 
28th November at 3 p.m., at which 
the following gentlemen are recorded 
as being present: Mr. Ross, Mr. Fos- 
ter, Mr. Wiison, Col. Davidson and 
Mr. McGillivray, and after a state- 
ment that the minutes were read and 
approved, the minutes proceed, ‘‘The 
solicitor of the company, pursuant to 
the instructions of the board at its 
meeting of November 7th, read the 
agreement and mortgage between the 
Union Trust Company and the Great 
West Land Company. After some 
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discussion it was moved by the Hon. 
G. W. Ross, seconded by Col. David- 
son, that the form of agreement,”’ 
(reads resolution.) ‘‘And that the 
proper amount be filled in by the Gen- 
eral Manager.’’ Do you remember 
that agreement being placed before 
the Board and discussed? A.—I do 
not remember it. 

Q.—Do you remember moving such 
a resolution? A.—I do not. 

Q.—Do you think that you would 
have forgotten if so important a mat- 
ter as that was discussed at a meet- 
ing so recent as the 28th November? 
A.—Is that the agreement in which 
the surrender of stock was provided 
for? 

Q.—Yes? A.—Yes, I think I .would 
remember it. 

Q.—Then it proceeds to resolve that 
the form of mortgage and assignment 
as submitted be adopted with the 
amendments made, and that it be 
executed after the blanks be filled in, 
and that a by-law for that purpose 
be passed and a meeting called and 
soon. You say the same as to that? 
A.—Yes. 

Q.—And you think you would have 
recollected if anything of that sort 
had taken place in your presence? A. 
—I think I would. 

Q.—You had not anything, I think, 
to do with the Great West Land Com- 
pany? A.—WNo. 

Q.—You were not a stockholder in 
thatP A.—No. 

Q.—And you had no knowledge or 
concern in it? A.—No, the lands 
were bought before I became a mem- 
ber of the Board. 

Q.—You were not on the Board in 
1903 when the transaction originated ? 
A.—I do not think so. I think these 
lands and properties were bought be- 
fore I became a member of the Board. 
Then later it was thought, after I be- 
came a member, not from my motion, 
but it was thought we shouid dispose 
of them, and they were disposed of. 

Q.—That is after the mortgage was 
taken, the mortgage was realized up- 
on— 

MR. NESBITT: He did not say 
that. He has put it quite the con- 
trary. 

MR. SHEPLEY: Yes. Then I will 
put it in another way. 

Q.—Do you remember what shape 
the realization took, or what shape 
the transaction assumed after the 
mortgage was given? What was done 
towards—I think you used the words 
yourself ‘‘unloading the lands?’ A. 
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—Well we employed an agent, a Mr. 
Hobson, to go over those lands in the 
West to see what their marketable 
value was with a view to put them 
upon the market, to realize as quick- 
ly as possible.’ That was one thing 
that was done. Then the agreement 
was made with Dr. Montague to dis- 
pose of a block of over 100,000 acres 
of these lands. So in these ways we 
were trying to unload these lands and 
get our money out of them. 

Q.—That is the holdings, whatever 
they were, that you had of these 
North-West lands? A.—Yes, get 
them off at a profit. 


Q.—Did you mean to intimate that 
Dr. Montague had anything to do 
with the particular lands embraced in 
this mortgage? A.—No, I do not 
know that he had. 

Q.—Do you remember a book which 
was called the Attendance Book or 
Signature Book? A.—yYes. 

Q.—What is your recollection as to 
the custom of the directors in deal- 
ing with that book? A.—We usually 
signed it. It was put before us. 

Q.—At what stage? A.—Sometimes 
before we entered upon the business 
of the day, and other times during 
the business if a member came in 
late, he would probably sign the 
book when he came in. 

Q.—What if you were all _ there 
when the business began? A.—The 
book was passed round. 

Q.—And the signatures of the di- 
rectors put in it? A.—Yes. 

Q.—What do you say as_ to that 
being a rule? A.—I do not say that 
it was invariably the rule. I would 
not want to be considered as saying 
it was always signed, because I am 
not sure that it was. 

Q.—About yourself, did you always 
sign? A.—I do not know that I did. 

Q.—You have just that recollection 
of the practice of passing the book 
round to those who were present? 
A.—Yes. 

Q.—And then others signing as they 
came in? <A.—Yes, but not saying 
that it was an invariable rule. 

Q.—If you had been present at a 
meeting, taking an active part in it, 
would you expect to find your signa- 
ture in the attendance book? A.—I 
cannot say that I would. 

Q.—You cannot say that you would? 
A.—No. 

Q.—Why do you feel uncertain as 
to that? A.—I never called for the 
book at any time. Our allowance 


EDWARD VII., A. 1906 


Ind. Order of Foresters. 
(G. W. Ross, Ex’d.) 


was a monthly allowance, and in mak- 
ing up our fees as directors we were 
not asked—we were not checked by 
the Attendance Book, and unless the 
book was laid before us we were not 
so particular to see it signed. 

Q.—What about your fees if you 
did not attend the meeting? A.— 
No reduction. 

Q.—No matter whether you attend- 
ed or not? A.—Well, I would not 
just like to say that. There was no 
rule or- by-law. 

Q.—No rule or by-law that you are 
aware of on that subject? A.—No, 
not to that effect. 

Q.—This is the Attendance Book 
we have been speaking of. You will 
see going back to the previous page 
19th October, certain’ signatures. 
Yours is not among them? A.—No. 

Q.—On the 7th November you see 
certain signatures, among which yours 
does occur? A.—Yes. 

Q.—Then parts of two pages left 
blank; then, Directors’ Meeting, De- 
cember 26th, at which there are three 
signatures, but not yours? A.—No. 

Q.—And on the 30th I see your 
signature again? A.—Yes. 

Q.—Did you ever observe before, the 
blank that was there? A.—No, 
never. 

Q.—You never had that called to 
your attention before? A.—No. 

MR. SHEPLEY: I want to put in 
the Attendance Book, it may be re- 
turned but I want it an original ex- 
hibit. (Exhibit 549). 

Q.—Are you able to say whether 
you were in Toronto during this per- 
iod, on these dates? A.—I think I 
was in the city. 

MR. SHEPLEY: That is all I 
desire to ask Mr. Ross. If Mr. 
Nesbitt wishes to ask any questions 
I shall be quite at his service. 

MR. NESBITT makes a _ sugges- 
tion to Mr. Shepley: 

MR. SHEPLEY: Q.—Mr. Nesbitt 
wishes that you should be asked 
whether you took any interest in the 
Great West Land transaction which 
had been originated before you came 
there? A.—Not particularly. 

MR. NESBITT: Then, whether 
the habit was if a resolution was car- 
ried, to give it to some person to 
move? Does it necessarily follow be- 
cause a member moves a _ resolution 
that he prepared it? 

MR. SHEPLEY: Q.—Mr. Nesbitt 
wants to ask whether it would neces- 
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sarily follow that any particular di- 
rector prepared a resolution which he 
moved, or was it handed to him? A. 
—Sometimes it was, and sometimes 
the view of the Board was crystal- 
lized into a resolution just at the 
time, either by the Manager or the 
Board. 

Q.—Without mentioning any mover 
or seconder at all? A.—Sometimes. 

MR. NESBITT: Does he carry in 
his mind the difference between the 
disposition of the Montague lands, 
the Great West Lands and other lands 
“in which the Trust Company were 
interested, or was it just the general 
policy he carries in his mind? 

MR. SHEPLEY: Q.—Do you carry 
in your mind the general policy mere- 
ly of disposing of these lands, or what 
was done in particular instances, say 
the Montague lands, the Great West 
lands, or other lands? A.—I know 
more about the Montague lands, be- 
cause they were more recent, and I 
was taking more interest in it, be- 
cause I felt that we should turn our 
_land into money. I felt we should 
not carry so much real estate. 

Q.—You think you would be more 
familiar with that than with other 
transactions? A.—Yes. 

MR. NESBITT: Would Mr. Ross 
say a meeting did not-take place be- 
cause he did not find his signature in 
the book? 

MR. SHEPLEY: I think that is 
covered. 

Q.—Mr. Nesbitt .wishes to ask 
whether you will say a meeting did 
not take place, merely because you 
do not find your signature there? 
A.—I did not say that. 


WILLIAM R. FRANKISH sworn, 
examined by 


MR. SHEPLEY: Q.—You are a 
clerk employed in the Union Trust 
Company? A.—dAs cashier there. 
‘Q.—And you were in the same 
capacity in November last? A.—Yes, 
in the same capacity. 

Q.—I am told that certain pages 
in this Minute Book are in your hand- 
writing. Will you verify that and 
tell us which pages are in your hand- 
writing ? A.—That one is mine— 
pages 22, 23, 24,—all that is on ‘it. 
T think that is all that I wrote. 

Q.—Whose writing precedes those 
three pages and follows them? Is it 
the same man’s writing? A.—TI think 
SO, yes. It was Mr. McDougald’s. 
He was in the habit, in fact it was his 
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duty to write out the minutes. At 
this particular time I do not recol- 
lect what was done. 

Q.—That was part of his ordinary 
duty? A.—Yes. 

Q.—And it was not part of your or- 
dinary duty? A.—No. 

Q.—I would like you to look at the 
minutes in this book. Do you know 
this book, the Great West Land book? 
A.—Yes. 

Q.—At page 113 you have certain 
minutes; in whose handwriting are 
those? A.— Those are in McDoug- 
ald’s handwriting also. 

Q.—That is the minutes of the 
Great West Land Company at pages 
113 and 114. That is all in his hand- 
writing? A.—Yes, 

Q.—Are you aware of the sources 
of information from which Mr. Mc- 
Dougald wrote the minutes when he 
was writing them? A.—Yes. 

Q.—What were the sources of in- 
formation that he had? A.—I only 
speak from experience. The minutes 
that I got from Mr. McDougald— 


Q.—I am asking you first if you 
knew as to the general sources of in- 
formation when McDougald was writ- 
ing the information himself. Then I 
will come to your knowledge after- 
wards. Do you know anything about 
it, as far as your knowledge goes? 
A.—Mr. Foster made a draft minute, 
and he called the stenographer, and 
she had it typewritten and the min- 
utes were copied from the type-written 
copy into the book. 

Q.—That is the ordinary method in 
which the thing was done? A.—Yes. 

Q.—Mr. Foster dictated; did he 
make a draft himself? A.—He made 
a draft himself and then dictated to 
the stenographer, and then Mr. Mc- 
Dougald copied into the book from 
the typewritten document. 

Q.—What became of Mr. Foster’s 
draft? A.—1 should think it would 
be filed away with the typewritten 
minutes. 

Q.—And where are the typewritten 
minutes put? A.—I do not know. 
That would be the juniors. 

Q.—That you do not know about? 
A.—No. 

Q.—Are you just supposing that? 
A.—Well, I remember different times 
T have seen the typewritten minutes 
in the back or front of the book, just 
left there, possibly for the junior to 
file away. 
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Q.—When you say that you do not 
know whether he did file them away 
as a matter of fact? A.—I could not 
swear. 


Q.—Who was the junior last No- 
vember? A.—Mr. Armstrong. 

Q.—Is he there still? A.—He is 
there still. 

Q.—Then we will come now to the 
minutes which you actually wrote. 
Have you a recollection of what 
you copied from? <A.—yYes, I copied 
from the typewriting, what the steno- 
grapher had typewritten from Mr. 
Foster’s draft. 

Q.—Did you see Mr. Foster’s draft? 
A.—Attached to it, yes. 

Q.—You saw the typewritten docu- 
meat and you copied from the type- 
written document? A.—Yes. 

Q.—You have no doubt about that? 
A.—No doubt at all. 

Q.—What did you do with the paper 

or papers after you had made your 
copy in the book? A.—I put the 
minutes as I got back into the book, 
and handed themto Mr. McDougald, 
—put them back on his desk. 
_ Q.—Who asked you to do the writ- 
ing? A.—McDougald asked me. I 
forget the circumstances. I think he 
was either very busy that morning or 
gomg away, or something. I just for- 
get what it was. 

Q.—At all events it was at Mr. Mc- 
Dougald’s request? A.—Yes. 

_Q.—Did you do all the writing you 
did there on the same day? A.—Yes. 

Q.—And from the same document? 
Pe Gs, 

Q.—It was all one typewritten docu- 
ment? A.—Yes, 

Q.—<Are you positive about that? 
A.—I am positive about that. 

Q.—Can you fix about the date you 
did this writing? A.—No, I could 
not, because sometimes the minutes 
were not handed out for probably two 
or three days, or sometimes a week, 
after the meeting. 

Q.—You observed—probably you 
have not, and if you have not, I want 
you to do so—you observe that you 
appear to have copied the minute of 
the 7th and of the 13th; that is two 
meetings? <A.—I recollect those two 
meetings; they were both done at the 
same time. 

Q.—You recollect they were both 
done at the same time? A.—Yes. 

Q.—And you say they were both 
copied from the same document? A.— 
Of course the meeting of the 138th 
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would not be on the same document as 
the meeting of the 7th. 


Q.—That is what I am asking you; 
do you remember how that was? A. 
—Not on the same page; they were 
all attached together. | 

Q.—It was not continued down, 
but a new heading was taken? A.— 
Yes, and attached to it. ‘ 

Q.—Have you looked: or do you 
know of any search being made for 
these documents? A.—TI do not. 

Q.—And you cannot fix the date 
at which you did this? A.—No, I 
could not. \ 

Q.—The next meeting was the 28th 


_November; you cannot say as to the 


date? A.—It might possibly have 
been that it was on the 28th Novem- 
ber I did it. Sometimes the minutes 
are ieft at the last minute, and you 
have to fill them in before they call 
the meeting. 

Q.—But as to that you are not able 
to state with any certainty at all? 
As No; 

MR. SHEPLEY: Anything you 
want to ask, Mr. Nesbitt? 

MR. NESBITT: No. 


DUNCAN J. McDOUGALD sworn, 
examined by 

MR. SHEPLEY: Q.—You were in 
the employment of the Union ‘Trust 
Company last year? A.—Yes. 

Q.—When did you leave their em- 
ployment? A.—I think it is perhaps 
six weeks ago. I just do not remem- 
ber the date, but it would be about 
six weeks. 

Q.—Quite recently at ail events? 
A.—Quite recently. 

Q.—In what capacity were you em- 
ployed there in the month of Novem- 
ber, 1905? A.—I imagine a sort of 
utility clerk. I had various duties 
to perform. 

Q.—Utility clerk is about as good 
a description as you can give. Was 
it among other things part of your 
duty to write up the minutes of the 
Union Trust Company? A.—I think 
the greater part of the time I was 
there I did, with perhaps very few 
exceptions. 

Q.—Apparently you seem also to 
have written the minutes of the Great 
West Land Company? A.—I imagine 
JT did. I know I wrote a great many 
of them anyway. 

Q.—There, for instance, on page 
113 of the Great West Land Company 
Minute Book is a meeting of direc- 
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tors of 28th November; is that in 
your handwriting? A.—Yes. 

Q.—Then I will refer to another 
minute. There is a minute of a 
meeting of shareholders December 
llth; is that in your handwriting? 
A.—That is in my handwriting. 

‘Q.—That is at pages 67 and 68 of 
the Great West Land Company’s 
Minute Book? A.—Yes. 

Q.—Then coming to the Union 
Trust Minute Book, we wili just turn 
over the pages; page one? A.—That 
is mine. 

©Oc——And is this.all yours?’ A.— 
Yes, down to page 22. 

Q.—From page 1 to 21 inclusive is 
in your writingP A.—Yes. 

Q.—From 22 to 24 inclusive is not 
yours? A.—wNo. 

Q.—From 25 on is all yours, except- 
ing what is inserted in typewriting 
at pages 37, 38 and 39 and pages 48 
and 49 in typewriting? A.—No doubt 
I put them in, but I do not remember. 

Q.—51, 52, 53, 54 and 55 typewrit- 
tenP A.—I did not put those in; 
those are recent. 

Q.—At all events, as far as we need 
follow, say for 10 or 15 pages after 
page 24, that is all in your handwrit- 
ingP A.—Yes. 

Q.—What was your source of in- 
formation? Were you copying when 


you made these minutes, or were you: 


composing? A.—As a generai rule 
copying from memorandums from Mr. 
Foster, sometimes written memoran- 
da, but not very often memoranda 
in longhand; usually typewritten. 
Some one or two meetings I had a 
mere skeleton which I filled in my- 
self, unimportant meetings. 

Q.—But where there was import- 
ant business done memoranda were 
furnished to you by Mr. Foster? A. 
—Yes. 

Q.—LHither typewritten or in iong- 
hand? A.—yYes, and I think on one 
or two occasions by Mr. McWhinney 
when Mr. Foster would be absent. 

Q.—But if Foster was there, that 
was part of his duty? A.—Yes. 

Q.—The last witness Mr. Frankish 
seems to have a recollection of Mr. 
Foster making first a draft, and then 
dictating from the draft to a steno- 
grapher, who took it down in type- 
writing; do you remember that? A. 


—That is very probable; I cannot say . 


I remember it. 

Q.—It is quite possible? 
altogether likely. 

Q.—Did you sometimes have not 
only the typewritten memorandum, 


‘A. Yes, 
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but a longhand draft attached to it, 
or do you remember ever having any- 
thing of that sort? A.—I could not 
say positively, althdugh it is quite 
possible that I had; simply attached 
it to the typewritten draft; at any 
rate it was the typewritten draft I 
would go by. 

Q.—As a matter of recollection you 
do not recail having had two docu- 
ments? A.—No, I could not say posi- 
tively about that. 

Q.—You would copy from that, and 
how long after the meeting had been 
held would you probably get it and 
copy it into the book? A.—I think 
on One or two occasions perhaps the 
same day, and other occasions per- 
haps two or three, and sometimes per- 
haps longer than that. 3 

Q.—No regular practice about that ? 
A.—No. 

Q.—Now, then, do you remember 
the occasion upon which the hand- 
writing of Mr. Frankish appears? A. 
—I do not. 

Q.—You do not recall that? A.— 
No. Possibly I was busy, or there 
may have been some reason. 

Q.—He says it was not part of his 
duty and you requested him to do 
itP A.—In ail likelihood I did, but 
I do not remember just the occasion. 

Q.—You do not recollect just what 
the reason was? A.—It may have 
been one of a dozen reasons. 

Q.—Would you have, before turn- 
ing it over to him to do, would you 
have the thing to copy from, or do 
you recallP A.—Oh, I imagine so. 

Q.—You do not recall that as a 
matter of memory? A.—WNo, not as 
a matter of memory, but I imagine I 
had, otherwise I could not turn it 
over to him. 

Q.—Then what becomes of the 
memorandum from which you copy, 
after you have copied it? A.—Some- 
times they will stay for a period of 
two or three months in the back of 
the book, and then eventually de- 
stroyed after they have been inserted 
in this book and certified to. 

Q.—Let us see how ciear you can 
be about that? A.—I know as a 
matter of fact that that is what did 
occur. 

Q.—That they were just left loose 
in the back of the book? A.—Yes; 
the book is carefully looked after. 

Q.—And in the end you know them 
to be destroyed? A.—Yes, I know 
that as a matter of fact. 


2620 KOYAL COMMISSION ON 


82nd day, October 9, 1906. 


Q.—Did you destroy them yourself? 
A.—I think I did. 

Q.—Up to the time you left? A. 
—Yes, or up to two or three months 
before I left IT do not remember in- 
serting any minutes in the book, but 
up to the— 

Q.—You speak with certainty about 
that? A.—Yes; there may be a stray 
one lying in the office. 

Q.—But that would be the extent, 
if there was one? A.—Yes, some- 
times they are made in duplicate, two 
or three copies. After they would 
be inserted in the book they wouid be 
destroyed. 

Q.—You say they were as a matter 
of fact destroyed by you? A.—Yes. 

Q.—And if any should be in exist- 
ence lying round the office, it is the 
ev of accident, not of design? A. 
—Yes. 

Q.—Mr. Frankish is mistaken when 
he says that a junior may have 
fyled them away? A.—I imagine he 
is mistaken. 

Q.—You know as a matter of fact? 
A.—I know what became of the docu- 
ments. 


MR. LANGMUIR: Q.—Was there 
an agenda book kept of various sub- 
jects which came before the directors? 
A.—Yes. 

MR. NESBITT: It deals only with 
the loans. 

WITNESS: In some cases it dealt 
with more than loans. 

MR. SHEPLEY: Is Mr. George 
W. Fowler here? (No one answers.) 

MR. SHEPLEY: I will cali him 
later in the day, when we can per- 
haps deal with the matter. 


GEORGE E. FOSTER re-called, ex- 


amined by 

MR. SHEPLEY: Q.—I want at 
the earliest possible moment to put 
right something that I am afraid was 
not quite right the other day; that 
is with respect to the adjustment of 
the acreage as between the lands you 
got and the lands Pope and Fowler 
retained. I have had two statements 
made here, and I want you to look at 
them briefly and say whether they 
are substantiaily correct; and ‘they 
indicate that the adjustment was 
made both with the Canadian Pacific 
and with Pope and Fowler upon the 
basis of the actual acreage as you 
said the other day? A.—The actual 
acreage received. 

Q.—I want to put that straight at 
a earliest possible moment? A. 

es. 
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Q.—That is what you said the other 
day? A.—Yes, I explained that. 

@.—There was no cutting down of 
the stock interest? A.—No, The 
stock was allowed to remain at a cer- 
tain point. 

MR. SHEPLEY: I put that in— 
these two papers as one exhibit 
First I take the adjustment of the 
C.P.R. There are two copies of two 
agreements, both made 29th July, and 
directly between the C.P.R. and the 
Say West Land Company? A.— 

es, 

Q.—You recognize those? A.— 
Yes, two contracts, both included in 
that. 

Q.—And these two documents deal 
with component parts of the 193,000 
acres? A.—Yes, that is as I under- 
stand it, 

Q.—Do you recoliect the reason for 
putting these lands into two separate 
blocks ? A.—That is the way they 
came to us, I think from the C.P.R. 
in two separate contracts, with two 
separate numbers, and we took them 
simply as they came from the C.P.I. 
That is my recollection of it. 

Q.—You say the C.P.R. prepared 
the contracts in that way, covering 
the lands that were included in your 
large contract, and that you accepted 
them as they were drawn? A.—Yes. 

Q.—Is the reason for that present 
to your mind? A.—No, I know of 
no reason for it. 


Q.—Was there a difference between 
the location? Were there main line 
substitutes and branch line substi- 
tutes, or anything of that sort? A. 
—Not that I know of. 


Q.—You are not aware of anything 
making the distinction? A.—There 
was no reason from our side; it was 
not a suggestion of ours, or anything 
of that kind. 


MR. SHEPLEY: I wiil have copies 
made. (Exhibit 551.) 

Q.—Returning to the statements, 
we have first a statement as between 
the C.P.R. and the Union Trust Com- 
pany, which gives the dates at which 
various sums of money were due to 
the C.P.R.—that isthe way this is, 
and then we have actual payments 
taken out in this way, so as to show 
exactly what payments were made, 
and when they were made, both prin- 
cipal and interest. Can you tell me 
first as to the interest; how did you 
come to pay such large sums for in- 
terest? That was in respect of the 
unpaid purchase money, I suppose? 
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A.—Yes. The first payment would 
be in 1903, on which there would be 
no interest. Then there is a parti- 
cular payment to be made in June, 
1904, and added to that principal was 
the interest upon that amount from 
1903 to 1904. 

Q.—And so on for each year? A. 
—Yes. 

().—And the interest gradually de- 
creased tiil the principal is paid, till 
it runs out? A.—Yes. 

Q.—Then when you deal with the 
actual payments, we have first the re- 
payment to Pope and Fowler of what 
they paid the C.P.R.? A.—Yes. 

@.—And then cash paid to the C. 
P.R., making up the balance of the 
first payment? A.—Yes, 

Q.—And then there is nothing about 
interest there? A.—WNo. 

Q.—Then you paid very largely in 
round sums, and I see you got a dis- 
count for pre-payment? A.—Yes. 

Q.—How was that brought about? 
A.—Six per cent. — 

Q.—How was that brought about? 
A.—What was the reason for it? 

Q.—I do not find anything in the 
contract as to the right to pre-pay 
and get a discount? A.—There was 
nothing, but it arose in this way; just 
as soon as @ question was mooted as 
to there being security for either de- 
bentures or for a mortgage, the ques- 
tion came up that we must have a 
clear title before we could either issue 
a debenture or assume a mortgage, 
and as we were paying six per cent. 
we agreed to pay for them just as 
soon as our funds would permit, tak- 
ing the discount off in the case of 
payments upon which no interest was 
allowed. 

Q.—And I see that in respect of the 
payments for 1906, 1907 and 1908, you 
received a discount -of $5,197.20? A. 
—Whatever it is, I instructed the ac- 
countant to make the caiculations on 
that basis, and to make the adjust- 
ments also on the basis of the acreage, 
which I have no doubt has been car- 
ried out. 

Q.—Then there is a small sum, 
$1,193.40 still held by you, awaiting 
the final acreage adjustment? A.— 
That I think is held on the Pope and 
Fowler papers. j 

Q.—And then there is a sum for 
‘the C.P.R. too? A.—What T want- 
ed to do was to keep as near to the 
actual acreage as possible, and to 
make sure we did not overpay on the 
final adjustments. 

Q.—So that we may just as well 
have those amounts stated on the re- 
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cord. In respect of the C. P. R. your 
discount for repayment amounts to 
$5,197.20, and you are still retaining © 
until the final adjustment of acreage 
$1,193.40—a comparatively small sum ? 
A.—Yes. 

Q.—With Pope and Fowler the 
statement is similarly prepared, and 
you prepaid there? A.—Yes. 

Q.—Apparently the discount you 
got for prepayment was $5,475? A. 
—Yes, calculated at six per cent. 

Q.—And you still have in your 
hands $1,737.87 awaiting the final ad- 
jJustment? A.—And in making the 
payments to Bennet and Peuchen of 
the amounts of money due to them, 
the proviso was made in the letter 
that there might be adjustments, and 
the acreage, when adjusted, if any- 
thing were found to be coming, why 
they would be held responsible for it. 

Q.—The Agenda Book, Mr. Foster, 
has been sent for and has arrived. 
Was the Agenda Book a book which 
purported to get down in advance 
business to come before the directors’ 
meeting? A.—AIl business with re- 
ference to investments. Occasionally, 
I think, trusteeships or estates taken> 
well that would be investments, I 
think that covers it. 

Q.—You think investments would 
cover it? A.—yYes. 

Q.—Are you making any distinction 
between directors’ meetings and meet- 
ings of the Executive Committee? A. 
—At first, I think, the agenda was 
made out for the directors’ meetings 
and the matters were gone through 
entirely at the directors’ meetings, 
but afterwards an executive was form- 
ed. 

Q.—About when was that, do you 
remember? A.—I cannot remember. 
It would be two or three years ago, 
two years ago, any way. Perhaps 
more. 

Q.—I think I can refresh your 
memory, probably, with regard to 
that. You recognize this letter of 3rd 
January, 1905, addressed to the Board 
of Directors and signed by the Doctor ? 
A.—Yes. 

Q.—I put in a letter from Doctor 
Oronhyatekha to the Board of Direct- 
ors of the Union Trust Company. I 
will read that now as part of the 
record. It need not be taken down. 
(Read and filed as part of Exhibit 
552.) That suggestion was adopted? 
A.—Yes, and carried out. 
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Q.—The three gentlemen named, 
Mr. Stevenson, Mr. McGillivray and 
Mr. Davidson was made the Execu- 
tive Committee? A,—Yes. 

Q.—Then, that Executive Com- 
mittee was in full vigor of existence 
and work at the time that we are 
inquiring into, in November last? 
A.—Yes. 

Q.—Now, if you will look at the 
Agenda Book with me, Mr. Foster, 
you can, perhaps, help me a little. 
There is a rubber stamp ‘‘November 
3rd, 1905.” ‘“‘Present, Stevenson, 
Foster, McGillivray and Davidson.”’ 
That would be the Executive Com- 
mittee? A.—Yes, I was a member of 
the Executive. Jas 

Q.—You were a member ex-officio? 
A.—Yes. 

Q.—Then that would be a meeting 
of the Executive Committee? A.— 
Yes. 

Q.—Then in the margin is ‘‘Approv- 
ed November 8rd?’’ A.—Yes. These 
are all loans. 

Q.—The next is November 16th and 
’ foster, McGillivray and Davidson are 
present. This seems to have got out 
of place, a thing that might easily 
happen, perhaps. It is marked ‘‘Ap- 
proved November 3rd,’”’ although the 
top of the meeting is ‘‘November 
16th??? A.—yYes. I don’t know how 
that could be explained. Yes, I think 
it could be explained in this way, 
that it had really been decided on, on 
November 3rd, 1905, but that it had 
not been put into the Agenda. 

Q.—This is a sort of ex post facto 
registration of what had been done 
before? A.—Yes, I think I recollect 
that that was the case: 

Q.—Then, although that perhaps is 
a detail, I see that the next minute 
although under the head of Novem- 
ber 16th is marked ‘‘Accepted No- 
vember 15th.’’ I would suggest to 
you that perhaps sometimes you did 
not really hold a meeting of the Hx- 


ecutive but consulted the Executive. 


separately and got their imprimatur? 
A.—That was the case with reference 
to that I know. 

Q.—That is with reference to the 
first item? A.—Yes, but it might 
quite frequently occur, if two of the 
members of the Executive happened 
in and it was an urgent thing, I would 
consult them and they would give 
their consent and I would carry it 
through and then we would have it 
put in the next Agenda so as to be a 
matter of record. 
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Q.—What are these initials? A.— 
That is J. A. McGillivray. These 
were probably in the I. O. F. 

Q.—‘‘'A.E.C.’’ may be some account- 
ant in the I. QO. F.P A:—TI. do’ not 
know It does not refer any way to 
the members of the Committee. 


Q.—Apparently all these are dated 
in the margin November 15th? A.— 
Yes, that is when they were accepted. 
All are loans. 

Q.—Then the next date is Novem- 
ber 29th, present Mr. Foster, Mr. 
Davidson and Mr. McGillivray. That 
was a meeting, also, of the Executive 
Committee, apparently? A.—Here 
you see the same, that is somebody 
in going through them has marked 
those off to keep the run of them. 

Q.—Marked them, perhaps, as allo- 
cated to the I. O. F.? A.—That 
looks Glilsais' As i G78 That is, I 
think, in making up a summary of 
the I. O. F. loans. 

Q.—Then, apparently, you have 
agenda for meetings of the Executive 
Committee on the 8rd, 16th and 29th 
of November, and no agenda for the 
meetings of the Directors about which 
we have been inquiring? A.—Well, 
in fact when the Committee was ap- 
pointed and got into its work it did 
the whole of the business with refer- 
ence to loans and then a report was ~ 
made to the Directors’ Meeting nam- 
ing the loans in the Executive and 
the pages and approving of them as a 
whole. Just getting the sanction of 
the Board of Directors to what had 
been absolutely done by the Executive 
Committee. 

Q.—Then it is, perhaps, fair to say 
that it was not the custom to prepare 
agenda for the directors’ meetings in 
that sense at allP A.—No, it was 
not. The agenda for the directors’ 
meetings—what there was—I knew 
about what wouid be coming up and 
I wouid always make either a type- 
written or roundhand copy of the 
points of business to be brought up 
before the Board and take it with me 
and go through them seriatim. That 
would be a memorandum I had pre- 
pared myself. . 

Q.—Would that be preserved after 
the meeting? A.—No, simply to 
make sure that those points were taken 
up. 

Q.—It was customary, was it not, 
Mr. Foster, to give notice of the di- 
rectors’ meetings? A.—Oh yes. 
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Q.—Have you made any inquiry to 
ascertain with respecu to these par- 
ticular meetings? A.—Yes. 

(.—What have you ascertained? A. 
—I went through the books myself— 
following the track of others who have 
been through them—and made some 
memoranda and came to my Own con- 
clusions with reference to directors’ 
meetings. 

@.—You can, perhaps, tell us what 
you found in the matter of notices? 
A.—I found that in the matter of 
notice of directors’ meetings the prac- 
tice seems to have been this; we had 
short forms of notice for directors’ 
meetings made out in blank, or they 
were made out when I would send a 


note out to the cierk to call a meet- 


ing of the directors or of the share- 
holders for a certain date and at a 
certain time, then a number would 
be run off on the typewriter and these 
would be sent out, but I find in look- 
ing through the records that they 
were not copied. Therefore, when 
T expected to be able to go to the let- 
ter book and find the records of the 
calling of the different meetings, ! 
did not find it. 
- Q.—Did you find in respect of the 
calling of meetings, speaking gener- 
ally, that one of the notices was 
copied in the letter book, aithough 
the rest were not? A.—I found in 
one instance, so far as I looked over 
that, a notice to Dr. Oronhyatekha 
was in the letter book and no other. 
Yes, I think maybe Matthew Wilson, 
a notice to Matthew Wilson in this 
way, that I wrote to Matthew Wil- 
son, telling him that I enclosed here- 
with a notice for a meeting on next 
Tuesday. This was on the 4th and 
that would be on the 7th November 
and I asked him to come up the day 
before, so that we might talk over 
the matter of the Great West Lands 
and be prepared to discuss the pro- 
position on the succeeding day. 
Q.—That is on the 7th? A.—Yes. 
Now that letter is copied, and what 
took place there evidently was that 
I asked Mr. McDougald for a copy 
of the eall for the meeting and I en- 
closed it in a letter to Mr. Wilson, 
and Mr. Wilson’s letter was copied. 
Q.—The letter to Mr. Wilson was 
copied in the letter book? A.—Yes, 
but the call that I enclosed to Mr. 
Wilson was not copied, and that seems 
to have been the regular practice. 
Q.—Is there any record at all kept 
of the fact that notices calling a meet- 
ing had been sent out? A.—No, T 
don’t think so, although it surprised 
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me because I supposed that every cali 
that went out, went out through let- 
ters and that these would be copied, 
but it seems not to have been done. 
I cannot be sure that I ever issued 
instructions that it should be done, 
but I supposed that every letter was 
copied before it went out, whether it 
was a call to a meeting or not. 

Q.—Did you ascertain in your ex- 
amination that the notice which was 
originally sent out for the meeting 
which was afterwards held on the 7th, 
was sent out for the 10th? A.—Yes, 
I noticed that. 


Q.—Where did you see that notice, 
because that indicates a notice was 
preserved? A.—That is Dr, Oronhya- 
tekha’s notice. 

Q.—That is the one you spoke of 
a moment agoP A.—Yes, I think so. 
I made a memorandum of them and 
the memorandum, unfortunately, I 
did not bring with me. It is at my 
house. But my impression now, 
when you call it to my mind, is that 
that was Dr. Oronhyatekha’s and 
that the meeting was originaily called 
for the 10th, but we found, apparent- 
ly, afterwards perhaps, that Mr. Ste- 
venson could not be here on the 10th, 
something like that might occur, as 
it often did, and then we consulted 
together and determined to call the 
meeting for the 7th and then I sent 
the letter on the same day to Matthew 
Wilson, enclosing a notice for the 7th. 
That is my explanation of that. TI 
know it frequently occurred that we 
would have a. meeting authorized for 
a certain day and that then, shortly 
afterwards, some member of the Exe- 
cutive or of the directors, Mr. Ste- 
venson or someone else, would send 
down an intimation that it was im- 
possible for him to be there on that 
day and we had better call it for such 
and such a day and so it went. 

Q.—It was not an infrequent thing 


to change the date of the meeting 


after notice had been sent out? A. 
—Not at all, but in that case notice 
was again sent out, or the ’phone was 
used; one or the other. 


Q.—Then what did that letter to 
Mr. Wilson say about the business of 
the Great West Land Company? A. 
—I think this is what it said, that 
Mr. Stevenson had a proposition to 
make with reference to the Great 
West Land Company and I would like 
him to come up the day before, so 


. that we could be in a position to dis- 


cuss it at the meeting. 
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Q.—Then did Mr. Wilson come on 
the 6th? A.—I think so. 

Q.—There is not any doubt about 
that? A.—There is not in my own 
mind. I have no documentary evi- 
dence of it. ; 

Q.—And you were then familiar 
with the proposition that Mr. Ste- 
venson had made? A.—TI had talked 
it over with Mr. Stevenson. I knew 
what it was. i 

Q.—And you taiked it over with 
Mr. Wilson? A.—Yes. 

Q.—And did you come to a con- 
clusion with regard to itP A.—Yes. 

Q.—What conclusion did you come 
to? A.—The conclusion was to ac- 
cede to Mr. Stevenson’s view of the 
case. 

Q.—That was the view that you 
have already explained to me pretty 
fully? A.—yYes. 

Q.—That Mr. Stevenson entertain- 
ed and expressed? A.—Yes. 

Q.—Is it fair to say that you and 
Mr. Wilson had come to the conclu- 
sion that you would accede to that 
request, on the 6th? A.—If he 
came up on the 6th in sufficient time 
to see me on that day, then I think 
it is fair to say that we came, as far 
as we were concerned, to that con- 
clusion; that we were agreeable and 
wouid submit it to the Board of the 
Great West. But he might come up 
on the 6th and I not see him until 
the next morning, the morning of the 
7th. 

Q.—Then let me put it in a little 
different way, just to cover the 
ground. Whether you saw him on 
the 6th or on the morning of the 
7th, before the meeting of the direc- 
tors was held on the 7th, you and he 
had come to your own conclusions? 
A.—We were agreed, yes. 

Q.—And you were agreed to accede 
to the proposal Mr. Stevenson was 
putting forward? A.—Yes. 

Q.—Then, will you tell me, if you 
recollect, what was the reason of the 
meeting on the 7th, for adjourning? 
A.—We adjourned to the 13th. The 
only thing that I can say as to the 
reason, and I think it was the real 
reason, was that the time was too 
limited for us to settle the question. 
Mr. Stevenson, I think, went away 
on the 13th or near that. He was 
making his preparations for leaving 
and he had a great deal of business 
to do and my impression is that we 
did not finish that subject for the 
reason that we were hurried for time 
and Mr. Stevenson had to leave and 
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we left it over to the adjourned meet- 
ing on the 13th. 

Q.—He had made a proposal which 
was clear and definite; give us a 
mortgage upon the lands for the whole 
amount of the advances and let us 
give up the stock. That was clear? 
A.—Yes. 

Q.—And you and Mr. Wilson had 
made up your minds that you would 
accede ‘to that before the meeting? 
A.—Yes. 

Q.—Now, what remained to be set- 
tled? A.—Well, that is all the infor- 
mation I can give you. I know of no 
reason for the adjournment of that 
meeting except that we had not finish- 
ed our business and that there was 
not time to finish it and this was left 
over until the 13th. That very often 
happens. 

Q.—It might happen if there were 
business to do as to which the direct- 
ors’ minds were not in accord, but 
when a proposition has been made 
and acceded to, one sees no reason, 
at least I do not for my part, see 
any reason for the adjournment. The 
whole thing was completed as far as 
it could be completed? A.—As far as 
we were concerned, but Mr. Wilson 
and myself were two of the Great 
West and only two. We certainly 
should not have done it without con- 
sulting Mr. Scholfield. 

Q.—But you were not meeting as 
directors of the Great West on the 
7th, you were meeting as directors of 
the Union Trust? A.—I know. 

Q.—And the Union Trust was mak- 
ing a proposal; whether the Great 
West liked it or not, was a matter for 
them to deal with afterwards. The 
Union Trust was at that time crystal- 
lizing or about to erystallize its pol- 
icy. There was no doubt about that, 
was there? A.—Well, I supposed there 
was no doubt. Mr. Wilson and I were 
agreed as far as we were concerned. 
Mr. McGillivray I imagine as well. 

Q.—And you were there as directors 
of the Union Trust Company? A.— 
Yes. 

Q.—And the Union Trust Company 
then was agreed? A.—yYes, so far as 
they were represented. How many 
were at that meeting, Mr. Shepley? 

Q.—There are said to have been six, 
according to the minute, Stevenson, 
McGillivray, Davidson, Ross, Wilson 
and Foster. That is six. We went 
over that the other day. You do not 
suggest that there was any difference 
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of opinion on the 7th of November, 
when this meeting was held with re- 
gard to what the policy of the Union 
Trust was to be? A.—Well, 1 don’t 
think there was, so far as Mr. Wilson 
and Mr. McGillivray and myself were 
concerned. 

Q.—Not so far as Mr. Stevenson 
was concerned? A.—No, but it may 
have been that we had very little time 
left after we had done the other busi- 
ness to discuss that on the 7th and 
that, therefore, it was adjourned to 
the 13th, and there is no use of me 
giving you what might have been; 
my only recollection is that the busi- 
ness was not settled and that the ad- 
journment was made. 

Q.—The minute says, ‘‘Some dis- 
cussion was had with reference to the 
Great West Land Company and the 
position of the Union Trust Company 
in relation thereto. This matter was, 
however, left over to be taken up at 
the adjourned meeting?’? A.—Yes. 

Q.—Then, do you confirm what has 
been said this morning with reference 
to the custom in writing up the min- 
utes? A.—Yes, practically. I take 
the heads of the minutes down as the 
transactions go on in the Board, in 
my own abbreviated hand. I am not 
a shorthand writer. Then, after the 
business had been concluded, if there 
was time, I sat down in my office and 
made an extended minute of the pro- 
ceedings, dealing with each matter in 
succession, from the heads I had put 
down, and then as a rule I would call 
the typewriter and give her that in 
typewriting and then put both of them 
in the book and send it out to the 
clerk to have them copied. 

Q.—It is a matter of detail, but 
perhaps details may be important. 
Did you dictate any further exten- 
sion to the typewriter than you 
made yourself? A.—Well, yes, in this 
way; for instance I would say ‘‘Pre- 
sent.’? And then, in some cases, I 
remember I left that for a little book 
that I had by my side and I did not 
put it in my long-hand report. Or, 
if I would say ‘‘Pursuant to notice’’ 
I would say ‘‘etc.’’ after that, in my 
note, because that was the formula, 
the meeting met and directors pre- 
sent. Then I would put the word 
' “Minutes read.’’ That would be 
amplified. That was the kind of 
amplification. 

Q.—If you came to a resolution 
would that be in your own handwrit- 
ing in full in its final form when you 
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would call the stenographer in? A.— 
The resolutions would be written out 
in the Board as they were agreed upon 
and moved and seconded. Or if they 
were not very important there would 
be the digest of the resolution, the 
point, and then I would write out the 
resolution. For ‘instance, if it were 
a salary resolution, the matter would 
be noted that on motion it was re- 
solved that such and such an increase 
be made or the like of that. Then I 
would put that into the enlarged form 
afterward. 


Q.—I do not know that I have quite 
made my meaning clear. ‘When you sat 
down after the Board meeting, for the 
purpose of preparing the minutes of 
that meeting ,if you recollected or in- 
deed if you had a note of a particular 
piece of business brought about by 
the moving and seconding of a resolu- 
tion and a vote, would you reduce 
that into its final form before calling 
in the stenographer? A.—Oh yes, 
that would be my rule. If the resolu- 
tion were written out and moved and 
seconded by the persons in the direc- 
torate, that would be pinned on its 
own little file of resolutions marked 
bag By?) CP hand: thatiwouldibe 
noted in my minutes and I would take 
it directly from the resolution. 
Otherwise I would amplify it myself. 

Q.—As you told me the other day, 
you do not at all say that there were 
always written resolutions? A.—Oh 
no, certainly not. 

Q.—When there was not a written 
resolution, but a motion had been al- 
lowed to be made without being put 
into writing, and been voted upon and 
dealt with? A.—Then I took the sub- 
stance of that resolution at the time 
and I put it into this amplified form 
after. 


Q.—You would amplify that in your 


‘own handwriting before calling in the 


stenographer? A.—Yes, that was my 
rule. 

Q.—And the stenographer’s work 
would not inciude any amplification 
in respect of any important matter? 
A.—Not for herself, no. 

Q.—Nor as you gave it to her? A. 
—No, except as I have explained. 

Q.—And that would be in matters 
of detail and not in important mat- 
ters like substantive resolutions? A. 
—Yes. 

Q.—Then you would put the papers 
so prepared in the minute book and 
hand it out to be copied? A.—TIn the 
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minute book or hand it to the clerk, 
one or the other. 

Q.—Do you confirm what has been 
sald as to the ultimate destruction of 
the original sources of the minutes? 
A.—That is correct. They were kept, 
as a rule, untit they were carefully 
compared by myself, or until they had 
been passed at the Board and the 
minutes had been submitted and 
either corrected or certified to with- 
out correction, and then, of course, 
there was no further use for them. 
In all these cases, of course, the final 
arbitrator of each minute was the 
Board at the time it was read to them 
afterward. 

Q.—And we have already observed, 
so far as the minutes are concerned, 
the condition of these minutes in that 
respect ? A.—Yes, and if you will 
take the shareholders’ meetings of the 
Board you wili find that even at this 
date there are minutes there which 
bave missed being signed by the chair- 
man. I suppose that takes place in 
all, even well constituted Boards. 

Q.—Then I want to put upon the 
record so that it may be compl«t 
the business that was transacted at 
these meetings. On the 7th there 
was the matter of the Regina office? 
A.—Yes. 

Q.—That is with regard to the ap- 
pointment of a manager there? A. 
—Yes. 

Q.—Then there was the matter 
proper accommodation, with a view 
to moving in the Standard Bank? 
A.—Yes. 

Q.—Then there was the matter of 
Mr. George Harcourt’s salary? A.— 
Yes. 

Q.—Then there was the matter of 
the Kamloops Lumber Company? A. 
—Is that the 7th you are dealing with? 

Q.—Yes. ‘‘Considerable discussion 
was had with reference to the Kam- 
loops Lumber Company and explan- 
ations as to the condition of this’’ or 
“these”? “were made by Mr. Steven- 
son. It was understood that Mr. 
Stevenson was to present a written 
statement embodying his views with 
reference to the condition and pros- 
pects of these companies ?”’ Ay 
Which was done afterwards. 

Q.—Then comes a minute as to the 
Land Company with which we are 
immediateivy concerned and then th- 
meeting adiourned until Monday, 
18th, at half-past two o’clock? A.— 
Yes. if you will allow me to say it, 
T think that bears out mv testimonv 
with reference to the adiournment of 
the meeting. There were a consider- 
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able number of important subjects 
discussed and this only appears to 
have come up at the very last, which 
would be an additional reason for 
putting it over until another meet- 
ing. 

Q.—You say that, perhaps, these 
discussions had taken up so much 
time that you were hurried at the 
end? A.—I know that the Kamloops 
one did, because we were at that time 
discussing the Kamloops matter. 

Q.—Then, coming to the adjourned 
meeting of the 13th, have you ascer- 
tained whether or not any entries 
were sent out for that? A.—I did 
not find on copied. 

Q.—Did you ascertain that none 
were sent or is your mind just left 
uncertain as to that? A.—I should 
say that as the meeting was held on 
the 7th and adjourned to the 13th 
that no notices, probably, were sent 
out, but that those who were in town 
were kept informed by telephone close 
up to the day, so that they would not 
forget the meeting. That very often 
happened, I know. 

Q.—Then you are inclined to think 
as the result partiy of your examina- 
tion into the question and partly as 
a matter of memory, that notices were 
not sent? A.—I should think more 
as a matter of memory. I would not 
like to conclude that no notices had 
been sent because I did not find the 
copies of them, because I find that 
these notices, as a rule, were not 
copied. 

Q.—At all events it is partly a mat- 
ter of recollection, and perhaps most- 
ly a matter of recoilectionP A.— 
Mostly a matter of recollection. 

Q.—You would not think it neces- 
sary to send out a fresh notice for 
an adjourned meeting? A.—Not if 
the principal members were all with- 
in call, and Mr. Stevenson would be 
here, Mr. McGillivray was here and 
the other members were members in 
the city who could be reached by 
*phone. I think I very often gave 
instructions to the clerk toh ’phone 
up these men the day before or the 
morning before, so as to notify them 
of the meeting again. 

Q.—Then T have already gone with 
you very fully into the question of 
what took place on the 13th. I wish 
to complete the record by showing 
what other business was transacted 
at that meeting. The general man- 
ager reported with respect to that 
question of accommodation P Ao 
Yes, I have a very distinct recollection 
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of that because it was a matter which 
was urgent and had been very much 
delayed and just about that time I 
was very anxious to push these peo- 
ple forward and get into the new 
quarters as soon as possible. 

Q.—You had also a report from the 
architects upon the same or a cognate 
subjectP A.—A cognate subject, as 
to what arrangement couid be made 
with the old quarters to fit them for 
a banking company. 

Q.—The architects’ report is, ‘“‘that 
the room now occupied by the Union 
Trust Company, with the improve- 
ments that could be made, would be 
well adapted for a banking company,”’ 
and the Manager was authorized to 
communicate with the Standard Bank- 
ing Company? A.—And rough plans 
were given by the architect at that 
time, showing the changes that could 
be made to adapt it to a banking in- 
stitution. 

Q.—Then would you say whether 
any notice was given for the meet- 
ing of the. 28th November?  A.—I 
found no copied notice. The same 
remark would apply to that, that ap- 
plies to the preceding. 

Q.—It is a little different. That 

is not an adjourned meeting? <A.— 
No. 
- Q.—And notices wouid be necessary 
for that? A.—Yes, and I have not 
the least doubt but that that notice 
was given. But I find no copies. 

Q.—You do not find any copies of 
notices in respect of that meeting? 
A.—No. 

Q.—You havo particular recollec- 
tion about it? A.—About the meet- 
ing? 

Q.—No, about the question of 
notices ? A.—Well, it is always a 
rule to give notice one way or the 
other, and I am sure notice was given. 
There is a corroboration in that meet- 
ing of the 28th which you will come 
to a little later, probably. 

Q.—What I am asking you just now 
is, have you a recollection at all of 
sending notices of that meeting, or 
are you speaking from the rule? A. 
—I am speaking from the rule and 
the care [ have always taken to see 
that the directors were notified of 
every meeting. 

Q.—Before passing on from that 
meeting, you, of course, have heard 
since you were last in the witness 
box what, for instance, Colonel David- 
son, has to say? A.—Yes, and I 
would like to allude to that, if I 
may. 
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Q.—I was going to open the door 
for you doing that by asking you if 
what he has said in any way shakes 
your recollection as to the full dis- 
cussion that was held of the one topic, 
the release of the bonus stock? A.— 
Not in the least. It neither shakes 
my recollection nor my view with re- 
ference to the fact of the meeting 
having been held or of the subjects 
which were discussed. I am clear on 
both of those points. 

Q.—I would like you to direct your 
attention rather to the question as 
I put it if you can answer it in that 
shape. Does it shake your impression 
at all with reference to the release of 
the bonue stock having been specifi- 
cally discussed? A.—It does not. 

Q.—You do not, I suppose, put it 
any more strongly than you did the 
other day? A.—No more strongly, 
but just as strongly. 

Q.—Is that all you desire to say 
about Colonel Davidson’s statement? 
A.—No, I would like to call attention 
to this: Colonel Davidson was em- 
phatic in saying that he did not dis- 
cuss that with Mr. Stevenson outside 
of a regular Board meeting, or of a 
Board meeting. I think you pressed 
upon him a question, once. or twice, 
to elicit whether or not that might 
not have been spoken of outside of 
a Board meeting. Colonel Davidson 
was explicit that that was at a Board 
meeting that that was discussed. 

Q.—That what was discussed? Be- 
cause he says he never heard any dis- 
cussion about the thing I am asking 
about at all? A.—Well, I am taking 
the general transaction as to the 
changing of the mortgage. 

Q.—Changing from stock to mort- 
gageP A.—In my mind it is all one 
discussion. Colonel Davidson says he 
did not hear anything about the 
bonus stock, good, bad or indifferent, 
but my impression is that all went 
together, and my testimony must go 
in that direction; but the point is 
this, that Colonel Davidson said that 
he did not discuss that outside of a 
Board meeting. Now take the meet- 
ings previous to the 7th and the meet- 
ings after the 28th and I don’t think 
you will find any mention at all made 
of any discussion of that reversal of 
the policy from the shareholding 
partnership to the complete mort- 
gage. Now, if Colonel Davidson is 
certain in his mind that it must have 
been at a Board Meeting, then it must 
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have been—it seems to me—at one of 
these Board meetings. The other 
point I wish to make is this, if you 
will allow me to make them both now. 

Q.—I am going to let you make 
them both? A.—It would fit in so 
well though here. 

Q.—So will this. There does not 
seem to be any doubt that there was a 
discussion with regard to it at the 
meeting of the 7th, so there is a 
Board meeting towards which Colonel 
Davidson’s memory may be directed? 
A.—Yes, but the discussion there was 
so slight and was turned over to the 
adjourned meeting. 

Q.—Now then the other point Mr. 
Foster? A.—The other point is this: 
it was as I gave in my testimony, the 
rule to have that attendance book 
signed before we went on with the 
business and it was done in nearly 
every case. But two things might 
happen; it might be signed by a part 
of the directors at the beginning and 
others coming in later might either 
sign it before they went out or they 
might not sign it until a day or a 
week or maybe not until the next 
meeting. A blank would be left and 
maybe a pencil mark or something 
like that and they would get their 
names in. But to argue that because 
the names were not put down in the 
book, there could, therefore, be no 
meeting, seems to me to go against 
the doctrine of possibilities entirely. 

Q.—Have you understood that any- 
thing was being argued at all? We 
are just trying to get at the facts you 
know? A.—I cannot help but see the 
conclusions that are absolutely come 
to from the evidence given in that 
way. Any person outside simply 
comes to this conclusion, ‘‘Ah, there 
was no meeting; therefore there was 
a concocted meeting.’ — 

Q.—You spoke of an argument. I 
was venturing to criticise your use 
of the word argue or argument? A. 
—Well, call it by any other name that 
suits you better. 

Q.—At all events what you say is 
that you do not think that the fact 
that there are no signatures in the 
Attendance Book is conclusive that 
there was no meeting? A.—No, I 
have a fair impression of those meet- 
ings. They were hurried meetings, 
they were called and in the hurry of 
Mr. Stevenson’s going away and the 
press of business it might very well 
happen that the little book was never 
brought in evidence at all, and that is 
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what really did take place to my 
mind, I am letting everyone else 
have his impression just the same. 

Q.—Then did.I put it fairly to you 
when I said that your point is that 
the absence of the signatures is not 
conclusive that there was no meet- 
ing? A.—That is the way I put it. 
Then, another point, if you will allow 
me, is this; at the meeting of the 28th 
it is stated that a call for the share- 
holders was authorized, is it not? 

Q.—Yes? A.—Now, you have in 
your own hands the eall for the Gen- 
eral Meeting of the 11th as it is stat- 
ed there in the 28th? 


Q.—Yes? A.—And that was issued 
on the 29th, which goes to show to 
my mind that immediately after that 
meeting, that is on the next morning, 
the caJl was issued, and we know that 
the call was received and that the 
meeting Was convened on that call 
and for the business which was men- 
tioned in the call. The directors 
must authorize a call for a sharehold- 
ers’ meeting or it cannot be held. 

Q.—At the meeting of the 7th and 
at the meeting of the 18th there were 
six directors present, as the minutes 
say?. A.—Yes. 

Q.—Of those six three were the per- 
sons interested? A.—Very well. 

Q.—Will you accept that? A.—Yes. 

().—Three were the persons who had 
a personal interest in getting the 
bonus stock given upP A.—They 
had a personal interest in the bonus 
stock, 

Q.—In having it released to them ? 
A.—Yes. 

Q.—The other three have all stated 
that they were not aware that that 
is what the minute recorded. You are 
aware of that? A.—I know that. 

Q.—At the meeting of the 28th No- 
vember there were ouly two present, 
Mr. Ross and Mr. Davidson, in addi- 
tion to the three interested in the 
way I have said. That is right, is 
it not? A.—Yes, if the minutes say 
so, that is right. 

Q.—There those interested were in 
the majority? A.—They were. 

(.—And you have heard both Mr. 
Ross and Mr. Davidson’s statement 
with regard to what they understoad ? 
A.—I have, and at that meeting Mr. 
Stevenson could not be present, be- 
cause he had gone to Europe. 

Q.—He was not in the country? A. 
—Everything though with reference 
to the meeting of the 28th. wouid de- 
pend on the business done and the 
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conclusion come to in the meeting of 
the 13th, because the meeting ot the 
28th was simply to carry out what 
had been determined on the Léth. 


Q.—No doubt. Then I want this 


original minute book of the Union. 


Trust Company marked as an exhi- 
bit. It need not. be retained, but IL 
want it marked as an exhibit, so that 
we may have it when the time comes 
for it. (Exhibit 553.) This is @ 
matter I would like to have you ex- 
plain to us, Mr. Foster. It is said 
that these words are in your hand- 
writing, ‘‘Directors’ meeting, Decem- 
ber 26th, 1905?” A.—I have no 
doubt that is my writing. 

Q.—Do you remember writing it 
there ? A.—Yes, I remember writing it 
there, and I should have signed it. I 
was present at the meeting. 

().—Then it was your mind that leit 
the blank? A.—Exactly.. No one 
else. No one else could have known, 
I suppose, and J must have, if there 
was any design in it at all, I must 
have had the idea of leaving blank 
enough to get the signatures for the 
other two meetings of the directors, 
when I got them, 

Q@.—When did you write’ those 
words, ‘‘Directors’ meeting, Decem- 
ber 26th?’? A.—Oh, I think on De- 
cember 26th. The book I did not 
keep. The book was sent up to the 
directors’ meeting at the time of the 
meeting, and just before the meeting, 
waiting for the directors to come in, 
I would write the heading. In this 
case (referring to another page). It 
was written by the clerk himself. If 
it was not written I would write it 
myself.’ I think you will find my own 
writing in some other cases. This is 
mine. 

Q.—“‘July 19th’? is your writing 
also? A.—Yes. 

Q.—What suggestion do you make 
as to the reason why you did not write 
the dates of the other meetings? A. 
—Simpiy because in those two meet- 
ings I don’t think this book was ever 
in evidence at all. We went right 
at the work and we stayed at it un- 
til we adjourned, 

Q.—Do you think the book was 
there? A.—I am not certain at all 
that it was there. 

Q.—This sometimes happened with 
respect to directors who had not sign- 
ed the book and who were preser*. 
you put in a pencil memorandum? A. 
—Yes, or left a blank. 

Q.—And that appears from the book 
itself from various places in the book ? 
A.—Yes, it also appears from the 
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book that the rule was general to sign 
immediately at each meeting. 


.—On the subject of these letters, 
I see that in addition to the letter 
from the Doctor of the 3rd January, 
upon the subject of the Executive 
Committee, there are bearing the 
same date other letters relating to 
matters. I want you to verify those. 
You see the letter of the 3rd Janu- 
ary, 1905, with respect to the Kam- 
loops Lumber Company? A.—Yes. 


Q.—And then you see another one 
with respect to the formation of the 
Independent Lumber Company? A. 
—Yes. 

Q.—And another still directed to 
the Kamloops Lumber Company with 
respect to the same matter? A.— 
Yes. 

Q.—Then I read those with your 
Honors’ permission, and put the whole 
in as one Exhibit (Exhibit 552.) What 
was the occasion of the writing of 
these letters? A.—Aré they all of 
the same date? 

Q.—Ail of the same date? <A.— 
Well, they all came to us from the 


Doctor and were acted upon by the 
Board. 


Q.—I was rather concerned to know 
what the occasion was of these ques- 
tions being taken up in this emphatic 
way and being presented to the 
Board? A.—That I don’t know. That 
again originated with the Foresters 
themselves. 


Q.—The one about the Kamloops 
Lumber Company is, of course, im- 
portant. It is directed to the Union 
Trust Company, Toronto. (Reads 
this letter, part of Exhibit 552.) Be- 
fore passing on to the next of these 
letters, does the reading of that bring 
to your mind at all the occasion which 
gave rise to it? A.—I think there 
was no Single occasion that gave rise 
to it, but that it came gradually out 
of the circumstances of the case, the 
fact that Messrs. McCormack and 
Fowier were not putting up a share 
of the extraordinary expenses which 
it was not thought would have been 
incurred before, but which were in- 
curred, and that consequently the 
Union Trust Company, through the 
Kamloops Lumber Company was bear- 
ing an unfair portion of the burden, 
and that gradually impressed itself 
upon the minds of the Kamloops Lum- 
ber Company, Mr. Stevenson especial- 
ly, and led to that action. 


Q.—Then you did, I suppose, pro- 
ceed to take the matter up, you and 
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the Executive Committee? A.—That 
I have no recollection of. 

Q.—Was anything done? A.—Was 
it actualiy referred there to the Exe- 
cutive Committee? 

Q.—He says, ‘‘I would suggest?’’ 
A.—That is simply a letter but what 
action was taken upon that lett« 


Q.—I ask you if you recollect that. 


any was taken? A.—wNo, I don’t re- 
collect. 

Q.—Is it the fact that the sugges- 
tions made in this letter were not 
taken up by the Executive Commit- 
tee? A.—I would not say that. 

Q.—You do not recall any action? 
A.—I do not recail what action took 
place. 

Q.—Then, on the same day, there 
is a letter to the Trust Company, and 
another to the Kamloops Lumber 
Company on the question of the form- 
ation of the Independent, the selling 
company. I read now the letter to 
the Trust Company (part of Exhibit 
552.) That suggestion was followed 
upP A.—Yes. 


Q.—And the company was formed ? - 


A.—The company was formed. 

Q.—Then on the same day a letter 
to the directors of the Kamloops Com- 
pany is signed both by the Doctor 
and Mr. Stevenson. (Reads this let- 
ter.) I put in those letters as one 
Exhibit (No. 552.) Then, there is a 
subject that I think we can be rather 
brief with. You carried on some of 
vour operations in the Union Trust 
Company bv means of money borrow- 
ed? A.—Yes. 

Q.—Can you tell me in outline, 
first what moneys were borrowed for 
the purpose of enabling your overa- 
tions to be carried on? A.—Well, 
that, as a mere matter of memory— 

Q.—For instance take up the bank 
borrowing, first? A.—We had an 
acreement, verbal or otherwise, with 
the Standard Bank by which we were 
entitled to an advance to a certain 
amount. 

Q.—Do you remember the amouat? 
A.—It ran up sometimes to $109.000. 
Sometimes, probably, over. It de- 
pended a good deal upon the money 
that the Bank had at its disposal as 
to how much of an advance we had. 
Sometimes it was more, sometimes 
less. 

Q.—You had a by-law upon the sub- 
ject, did you notP A.—I think so. 

Q.—Do you remember about when 
that by-law was passed? A.—It must 
have been very early in the history 
of the Union Trust Company. 
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Q.—I have a date, the 25th Feb- 
ruary, 1902? A.—I dare say as early 
as that. 

Q.—Do you remember the amount 
that you were authorized by that by- 
law ‘to borrow from tthe ‘Standard 
Bank? A.—I do not. 

Q.—$200,000? A.—Up to $200,000, 
I think it would be, probably, up to 
that amounut. 

Q.—We will put in the by-laws by 
themselves, subsequently. I don’t 
want to waste your time now. Do 
you remember that being dealt with 
in November, 1902? A.—I_ don’t 
know what the date is. 

Q.—I won’t delay, we can verify 
that subsequently, but you will find 
that there was an authority there to 
increase the borrowing to $400,000? 
A.—$400,000 in November, 1902? If 
that appears. 

Q.—Can you tell me what was the 
necessity that existed for this bor- 
rowing? A.—I think if that be the 
date and the amount, that that sum 
or a portion of it, probably the very 
large portion of it, was for invest- 
ment in stocks. 

Q.—You were anticipating your 
possession of money for investment 
by borrowing money to invest? A.— 
We were using our credit, yes. 

Q.—Then do you remember any fur- 
ther borrowing? A.—That special 
case; then the general advance loan 
that we had with the Standard Bank 
of Toronto and a loan at the Traders’ 
Bank are the only loans that I re- 
member from the banks. 

Q.—Then what were the other loans 
that you have spoken off A.—The 
general advance from the Standard 
Bank of Toronto. 


, Q.—You are speaking of something 
am addition to the $400,000? <A.— 
es. 


Q.—How much was it? A.—I ex- 
plained that to you before. It ran 


from $50,000 up to $100,000 or around 
there. 


Q.—Then you speak of something 
with the Traders’ Bank? A.—Yes, 
there was a loan with the Traders’ 
Bank which we made, it is a little 
complicated, but I think I can give 
you the gist of it. 

Q.—In the first place did you re- 
ceive money from the Traders Bank 
at all or just incur an obligation 
there? A.—No, no money passed. 
It was in connection with a loan on 
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Crow’s Nest Coal Company’s shares. 
A loan was made and the Traders’ 
Bank advanced it and we became re- 
sponsible to the Traders’ Bank for the 
amount of that loan at, I think, the 
same rate of interest and we held 
the stock as security and also the 
undertaking of the borrowers. 

Q.—Do you remember what that 
amount was? A.—I think about two 
hundred and fifty or $260,000. 

Q.—I have it $259,000? A.—That 
would be it. 

Q.—Then you had not the money 
to lend and you practically borrowed 
the money from the Standard Bank 
to lend on the security of Crow’s 
Nest coal? A.—Yes, the Traders’ 
Bank. 

Q.—The Traders’ Bank I meant. 
What has become of that loan? A.— 
I think it has all been straightened 
out with a profit to the Union Trust 
Company. 

Q.—I wanted to have that put as 
early in my inquiry as possible. It 
did not result in any ultimate loss? 
A.—In a gain to the Trust Company. 

Q.—How do you mean, a gain? A. 
—Well, we had a certain interest in 
the stock as a bonus or a considera- 
tion, if you have a mind to call it 
such, which we realized upon at a 
good profit. 

Q.—I want to make it plain to you, 
of course, Mr. Foster, that it is not 
in that sense that I am questioning 
the transaction. Who were the part- 
ies to the loan? A.—Drynan and 
Laidlaw. Or Laidlaw and Drynan. 

Q.—We have heard that Mr. Laid- 
law was the solicitor of the Company? 
A.—He was the solicitor of the com- 
pany from its inception up to a cer- 
tain point, and I think he was soli- 
citor when this loan was initiated, 
but not when it was closed out. 

Q.—You think that in the meantime 
that relationship had ceased? A.— 
I think so. 

Q.—Was there any discussion in 
your Board with respect to the pro- 
priety of that loan? A.—Oh yes, a 
full discussion, as will appear on the 
minutes, b 

Q.—Then are those all the borrow- 
ed moneys that you have to tell us 
about? A.—Those, I think, exhaust 
the list of borrowings. 

Q.—Did you borrow money in New 
York? A.—That was the $400,000. 

_ Q.—That was to take the place of 

pare of the Standard Bank loan? A. 
—Yes. 
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Q.—How did that come about, how 
was it you had to go to New York 
to get money? A.—Well, I said to 
you before that the purpose of this 
was to buy stocks. The amount was 
considerable and the interest was 
lower in New York than it was here 
and we arranged that loan through 
the Standard Bank here, they getting 
a part of it from the Traders and Im- 
porters in New York. 

Q.—It relieved part of the obliga- 


. tion to the Standard Bank here, but 
not all of it? A.—No, and it was all 


done through the Standard Bank 
_Q.—And a block of stocks carried in 
New York by the lending bank? A. 
cs aah 
—On margin? A,— 
outright zg Oh no. Bought 
-—You bought outright, but - 
a a ones to bay? well, 
at was the loan of whi | 
ee of which you speak, 

Q.—Then what other means did you 
take to raise money? A.—I don’t 
know of any other means. 
Bae 7c you Sm what you did 

ebruar — 
ree y; A.—What was 

Q.—Calling up the unpaid stock? 
A.—Oh yes, we called up the stock 
that had been subscribed and was un- 
paid. 

Q.—You called u art of sub- 
scribed stock ? atyee sae ey 

Q.—There had been 50 per cent. 
only paid up to that time? A.—Yes. 
t Q.—And the balance was called in? 

.—Yes. 

Q.—That meant, of course, with 
the exception of the 50 shares we have 
heard about, getting more money 
from the Foresters? A.—Certainly. 
They subscribed for the stock. 

Q.—And _the result of that call was 
to get a million dollars? A.—Yes. 

Q.—That was intended to increase 
the sphere of your operations? A. 
—The working power of the company. 
_ Q.—You were then engaged in mak- 
ing large advances in connection with 


the North-West Lands? A.—What 
date was that? 
Q.—February, 1904? A.—Yes, we 


were commencing on the paym 
the North-West ane pe oecaidics 
Q.—And youn were about entering 
on the Kamloops transaction? A.— 
In 1904 about the same time, yes. 
_Q.—I suppose there was a discus- 
sion in your Board with respect to 
the policy of calling up this 50 per 
cent.P? A.—Oh yes, undoubtedly. 
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_Q.—Was the Board a unit upon the 
subject? A.—Yes. 

().—You were desirous of getting 
more money for the purpose of engag- 
ing in more transactions? A.—EKn- 
larging our operations. 

().—TLhen you increased your capi- 
tal stock? A.—Yes, to $2,500,000. 

Q.—And .you issued $500,000 addi- 
tional stock and you sold it to the 
Foresters at a premium of 10 per 
cent.? A.—Yes. 

(Q.—Getting $550,000 by that means. 
What was the immnrediate necessity for 
that? A.—What was that date? 

Q.—The 26th December last, just 
before the end of your year? A.— 
Well, the advisability of increasing 
the capital in order to cover our oper- 
ations was discussed and was decided 
upon by the Board and it was increas- 
ed. It was to cover our operations. 

Q.—That is a very ghost-like fabric 
that you are presenting to me. Can- 
not you tell me anything more about 
itp A-=).-don’tthinkslcaname tl ae 
that substantial. 

Q.—I don’t think you are telling 
me much about the considerations 
that underlie this increase in the capi- 
tal stock at allP A.—So far as I re- 
member the consideration was this, 
that we required more money to cover 
our operations and we got that money 
by an increase of the capital stock. 

Q.—‘‘To cover your operations” put 
in ordinary language, does that mean 
to pay your debtsP A.—It would be 
to pay our debts and carry on our 
operations. 

@.—How much were you behind 
when you issued this stock, you need- 
ed it all, didn’t you? A.—I don’t 
know, but I think we did. I don’t 
think we would have called it in un- 
less we had needed it. 

Q.—And you needed it because your 
obligations were becoming perempt- 
ory? A.—Our obligations were ma- 
turing by our own action. Let me 
explain. With reference to our land 
operations in the North-West; all 
lands, as you know, are bought on 
terms of payment and run over from 
6 to 11 payments. If we had kept up 
the policy of simply paying these pay- 
ments on the lands and allowing them 
to run and paying the interest on it, 
we should not have needed so much 
money but there were two things that 
moved us; one was that a 6 per cent. 
interest might just as well be avoided 
and come to us as to go to the Land 
Companies. The other is that we did 
not want to have liabilities. That is, 
we had a certain amount of lands, and 
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at the price that we would pay the 
cost would be a certain amount. 
Well, if we had only paid a part of 
those when we came up to the end 
of the year we would have been in 
the position of having heavy liabili- 
ties over us and not having a clear 
title to what we had invested for it. 
On those two accounts we came to tne 
conclusion to clean out the land mat- 
ters by absolute payments in full, 
keep the interest and have a clear 
title to the property, so that wha: 
we reported would be our own with- 
out liaviuues hanging over it. 

Q.—You are telling me how you 
had got behind by anticipating your 
payments on these lands? A.—We 
had determined to pay up our lands 
in full. 

Q.—But you had paid— 
had paid in part, yes. 

Q.—You had paid all that you ever 
have paid before you did this? A. 
—Up to the end of the year. 

Q.—You had made your last pay- 
ment to the C.P.R. on the 12th Oc- 
tober, which was a small payment of 
$33,000, and in August and Septem- 
ber you had paid them $200,000. That 
is what had happened in August, Sep- 
tember and October? A.—Yes. 

Q.—And with respect to the other 
people, Pope and Fowler, you had 
paid all that you have paid, you had 
paid them everything except the sum 
of $13,000 odd as far back as Octo: 
ber? A.—Yes. 

Q.—Then what other circumstances 
were there which made it necessary to 
raise this money by an increase of 
stock P A.—I do not recollect any- 
thing other than that, to cover our 
obligations entirely if possible, and 
have a clean sheet. 

(Adjourned to two o’clock.) 


A.—We 


AFTERNOON SESSION. 


Resumed at 2 p.m., October 9th, 
1906. 

Examination of HON. GEORGE F. 
FOSTER continued: 

MR. SHEPLEY: This is the annual 
report to the end of 1905 of the Union 
Trust Company? A.—yYes. 

Q.—That shows as a liability the 
whole capital stock of $2,500,000. 
That includes of course the issue of 
the 26th December, 1905? A.—Yes. 

Q.—If that $500,000 of stock had 
not been issued, if you had not ob- 
tained the premium upon it your lia- 
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bilities of course would have largely 
exceeded your assets according to the 
statement? A.—By that money. 

Q.—The balance of profit and loss 
brought about by the change made 
on the 26th December was $8,955 to 
the good? A.—Yes. 

Q.—In other words, is this a fair 
way to put it, there would have been 
a liability disclosed to the public of 
practically half a million in excess of 
assets instead of it being gq liability 
upon capital stock? A.—That would 
have been so. 

Statement of the 38lst December, 
1905, of the Union Trust Company 
marked as Exhibit 554. 

(Q.—You owed the bank even with 
that $210,875? A.—As shown there. 

Q.—The bank advances, over-drafts 
and accrued interest amounts to $210,- 
875? A.—Yes. 

Q.—The rate of interest upon these 
advances made by the Standard Bank 
from time to time varied? A.— 
Varied according to the currency rate. 

Q.—According to the market rate 
for call loans? A.—Well, we always 
vot a good rate from the Standard 
Bank. 

Q.—And I see you sometimes paid 
as high as 6 per cent.? A.—Yes, but 
for very short periods; we paid down 
as low as 43 and up as high as 6. 

Q.—I think you at one time had it 
down as low as 4? A.—yYes, from 
New York we had it four. 

Q.—I see a letter on the 6th April, 
1904, which I take it relates to the 
transaction you speak of in New 
York, a letter from Mr. Denison, the 
General Manager of the Standard 
Bank to you, the 6th April, 1904; 
‘‘We enclose copy of loan bond upon 
stock held in New York and have 
credited our agent at Bay Street on 
your account $150,000 for the new 
loan made in New York. We beg 
to acknowledge receipt of your cheques 
for $150,000 to retire the old loan, 
$739.73 interest upon old loan, $40.79 
in payment of insurance and_tele- 
grams re sending scrip to New York’’ 
—that is in connection with the al- 
teration that was made? A.—Yes. 

Q.—This particular block of stock 
was held in New York, and the money 
was borrowed there at a lower rate 
of interest you say? <A.—Yes, that 
is at what date? 

Q.—6th April, 1904? A.—From 
that I think the loan is from the 
Standard Bank entirely. 

Q.—He says. ‘‘We have credited 
our agent at Bay Street on your acx 
count $150,000 for the new loan made 
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in) New York?” .. A.—Yes 
ha Geaidand dank tec Creme 

Q.—That was at that date being 
carried by the Standard Bank? A. 
—Yes, and from that time on we only 
had transactions with the Standard 
Bank. If it got money from New 
York that was its own business. 

Q.-—Accompanying that is a copy of 
what appears to be a loan bond: ‘‘The 
undersigned hereby acknowledge to 
have received from the Standard Bank 
of Canada as an advance the sum of 
$150,000 which bears interest at the 
rate of 3} per cent. per annum from 
the dth April, 1904, and is re-paya. 
as follows: namely on call and in 
New York funds.’? Then follow the 
stocks: 1,020 shares Twin City Rapid 
Transit; 800 shares Missouri Pacific; 
500 shares Minneapolis, St. Paul & 
Sault Ste. Marie; 700 shares Atche- 
son, Topeka & Santa Fe; 200 shares 
Minneapolis, St. Paul & Sault Ste. 
Marie—do you know what those are 
intended to indicate, those asterisks 
opposite the 500. and the 200? <A.— 
That is meant to go against my 
cheque of there being 700 Minneapolis 
& St. Paul, they are put in two there. 

().—That is just to indicate they 
should go together? A.—yYes. 

.—I see in the margin of this same 
loan bond a note by yourself, ‘‘Please 
add $30,000 to this amount, making 
it $180,000 in all, the $30,000 to bear 
interest ?’’ A.—At 33 per cent. 

Q.—Interest from a certain date? 
A.—From April 6th. 

Q.—At 34 per cent? A.—We are 
still better off, we got it at 34. 

Q.—The face of this loan bond is 
53? A.—Yes. The limits might be 
corrected, they were 3} and 6. 

Q.—I would rather not put that by 
way of correction to the other, the 
domestic loans were from 4 to 6? A. 
Yes, 

Q.—The loan in New York? A.— 
From 33 up. 

Q.—To 6? A.—TI do not know that 
we ever paid 6. 

Q:—But. that was the limitp A. 
—Yes, 34 was the lowest limit. 

Q.—There is an earlier letter which 
IT think I perhaps should have read 
first, the letter of the 30th March, 
1904, which advises you of the ar- 
rangement, ‘‘T beg to acknowledge re- 
ceipt of yours of the 30th and as in- 
structed therein we have arranged 
for a loan with the Importers and 
Traders’ National Bank of $150.000 
on the security of the stocks mention- 
ed which we have sent to New York 
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to be held as collateral to the loan.’’ 
I will put in that bundle because it 
relates to these bank loans and I do 
not want to separate it. There is 
a good deal that is not very material. 
(Bundle of papers referred to marked 
as Exhibit 555.) 

Q.—Does this compilation which I 
show you make itself recognizable to 
your? A.—Yes, I think that is taken 
from the book of the last December, 
1905, as the securities and stocks we 
then held. As to their prices I have 
nothing to say, I have no doubt that 
can be ascertained. . 

Q.—What Mr. Cross tells me is he 
ascertained by inquiry from one of 
the most substantial firms of brokers 
in Toronto what the market value 
was on that date? A.—On the 3lst 
December. ; 

Q.—I have no doubt that was done’ 
A.—Yes, I dare say that is correct. 

Q.—That shows of listed securities 
par value $400,000 and an actual 
value of $329,500? A.—On that date. 

‘Q.—Would that accord generally 
with your recollection? A.—I have 
no doubt that is true; there may be 
some little difference of opinion as 
to the values attached, but that is a 
mere value of record. The quota- 
tions of that day would settle that. 

Q.—You see at the bottom a figure 
which is taken from the book as to 
what these had cost, it is called book 
value; the listed securities are Balti- 
more & Ohio 200 shares; Missouri 
Pacific 1,100 shares; Norfolk & West- 
ern 200; Erie First Preference 600; 
Erie Second Preference 400; Chicago, 
Milwaukee & St. Paul 200; St. Louis 
& San Francisco Seconds 1,200; 
Southern Pacific 100. Then the un- 
listed securities are Cripple Creek 
common 50 shares, par value $5,000: 
Cripple Creek Preferred 60 shares. 
par value $6,000, and bonds of Steel 
Foundry—what steel foundry? A.— 
The American Steel Foundries. 

Q.—$7,000, making a total of $18.- 
000. So that taking the listed and 
unlisted and assuming the par value 
of the unlisted as being its real value 
and the value that Mr. Cross has 
ascertained for the listed, you have a 
total value on the 31st December of 
$347 ,500—you observe that? A.— 
Yes. 

Q.—As against a book value for 
cost of $449,109.68? A—Yes. 

Statement of stocks and securities 
marked as Exhibit 556. 

Q.—On the first November, 1902 1 
have the minutes of a shareholders’ 
meeting at which a by-law was pass- 
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ed on the 6th October by the direct- 
ors, was sanctioned, approved and 
confirmed, being by-law number 22, 
and that is a by-law reciting that it 
is expedient and necessary to confirm 
the action of the directors of the com- 
pany in regard to overdrafts at the 
bank and to loans there made, and 
to provide for future loans to the 
extent of $200,000 in addition to the 
$200,000 heretofore authorized by by- 
law, confirmed 25th February, 1902” 
—you see that refers to the two by- 
laws I spoke off A.—Yes. 


Q.—Then it is enacted as a by-law 
that the directors are authorized to 
borrow money from time to time from~ 
one of the chartered banks in Canada, 
and so on. The fourth paragraph of 
the by-law is: ‘‘All loans heretofore 
made by the directors for and on be- 
half of the company from the Stand- 
ard Bank of Canada and overdrafts 
made by the directors in the said 
bank not exceeding in all the sum of 
$400,000 are hereby ratified and con- 
firmed’’—do you know what the over- 
draft was at the time—probably not 
from memory? A.—No. 

By-law 22 marked as Exhibit 557. 


Q.—Then by-law calling up the $5€ 
per share on the capital stock of the 
company. Meeting of shareholders 
February 23rd, 1904, by-law number 
28, then sanctioned by the sharehold- 
ers: ‘‘That a further and final call 
of $50 per share on the capital stock 
of the company be made,’’ and then 
follow the instalments in which it is 
to be paid, and that by-law is 
approved, ratified, sanctioned and 
finally passed at that meeting. 

By-law number 28 referred to mark- 
ed as Exhibit 558. 

Q.—I find the very next page the 
appointment of Mr. Wilson as soli- 
citpr? A.—Oh? What date? 


Q.—8th February, 1904. The date 
of the by-law authorizing the borrow- 
ing from the Traders’ Bank in respect 
of that transaction is 3rd November, 
1902P A.—Yes. 

By-law appointing Mr. Wilson soli- 
citor filed as Exhibit 559. 

Q.—Then I put in in separate form 
for this purpose, though it is already 
as part of a larger body, the by-law 
number 34, to increase the capital 
stock by $500,000, which was passed 
by the directors 26th December, 1905 
and that was ratified by the share- 
holders at a special meeting held on 
the same day, 26th December, 1905. 


a a oT 
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It recites that it is considered requis- 
ite for the due carrying out of the 
undertakings of the company that the 
capital stock of the company shall be 
increased from two million dollars‘ to 
two million five hundred thousand dol- 


lars. It was the directors I suppose . 


who decided upon issuing it at a 
premium? A.—Yes. The first had 
been issued at a premium and this 
took the same line. 

Q.—All the stocks, the two and a 
half millions had been issued at a 
premium of ten per cent? A.—Yes. 


Minute referred to of 26th Decem- 
ber, 1905, filed as Exhibit 560. 


Q.—I ask you to go back with me to 
about the date when you entered into 
your transaction with regard to these 
Canadian Pacific lands with Mr. 
Fowler and Mr. Pope and with your 
friends upon the syndicate, Mr. Mc- 
Gillivray and Mr. Wilson, do you re- 
member about that time a matter of 
some limits in the Province of Quebec 
being offered to the company—I think 
you told me the other day that you 
did? A.—Yes 

Q.—Do you remember in connec- 
tion with that any discussion or cor- 
respondence with regard to your posi- 
tion in a transaction of that sort as 
a servant of the company? A.—I 
do not. 

Q.—You do not remember any? A. 
—No. 

Q.—Do you remember when you laid 
that transaction before the Board 
whether it was proposed you should 
receive 2 commission in respect of 
that? A.—In respect of those lands? 


Q.—Yes? A.—Not at all, no ques- 
tion of any commission on that trans- 
action was ever— 


Q.—Was ever raised or suggested? 
A.—Ever raised or suggested. 

Q.—See if I can bring it to your 
recollection, do you remember that 
that property was reported upon? A. 
—Yes. I do not know whether it was 
formally reported on or not, but any- 


. way it ‘was so far reported upon that 


those who were engaged in it from 
that side thought the proposition was 
not a sufficiently good one to be taken 
up by them, and so it dropped. 

Q.—Did you receive a letter from 
Mr. Stevenson in’ connection with 
that? A.—Not that I know of . 

ee do not remember any? A. 
—No. 

Q.—Were you aware that Mr. 
Stevenson communicated the circum- 
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stance to the Chancellor, Sir John 
Boyd? A.—With reference to this? 

Q.— Yes? A.—No. 

Q.—I do not want to have you mis- 
led at all, with reference to any simi- 
lar transaction in which it was sug- 
gested you should have a commission? 
A.—I think I see what you are after 
now, but this was the wrong piece. 

Q.—I have commenced at the wrong 
end? A—No, you have commenced at 
the wrong subject, in other words you 
are barking up the wrong tree; there 
is a letter I think with reference to 
the question of commission. I think 
that in talking with Mr. Stevenson 
I brought up the question as _ to 
whether if I brought lands to the 
Union Trust Company for their pur- 
chase it would be a fair thing to allow 
me a commission. In point of fact 
my salary was not a large one, and I 
brought it to his attention just as ‘a 
question to be discussed, and we did 
discuss it, and Mr. Stevenson and I 
after discussing 11 came to the con- 
clusion that it would not be a proper 
thing to do. | 


Q.—You reached common ground 
upon the subject? A.—Certainly, and 
besides that the matter was brought 
to the Board of the Union Trust 
Company, and then and there the 
decision was made that for none of 
this property that came in, even 
though they came in through me or 
through any other was there to be 
any commission paid. 

Q.—Is that in the shape of a formal 
minute? A.—I do not know, I 
imagine not, but I remember that cir- 
cumstance. What I mean to say is 
that there was no proposition on my 
part to buy and charge a commission 
underhanded, but as a matter of busi- 
ness I put it before Mr. Stevenson 
and it went ultimately before the 
Board, and that was the decision just 
the same as in another case the ques- 
tion was raised as to whether in any 
case loans should be granted indivi- 
dually to directors, and it was de- 
cided not to do it in any case. 

Q.—You do not recollect having re- 
ceived a letter from Mr. Stevenson 
protesting against the idea that you 
should— A.—He may have written 
ahi a letter, I would not say he did 
not, 

Q.—This is the way it is put in a 
letter which he wrote to the chan- 
cellor which I have, and I want to 
see whether you will disagree with 
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that. This is a letter of the 23rd 
May, 1903, and it is with regard toa 
certain property. He says: “I re- 
ceived yesterday morning a copy of 
Mr. Henry’s report dated May 18th, 
and upon considefing it wired Mr. 
Foster | was opposed to the purchase’’ 
—do you remember that? Awa Yes, 
that is a piece of North-West land. 

Q.—You assent to it probably with- 
out any active recollection upon the 
subject that he did wire you the pro- 
position was not satisfactory? A.— 
Yes. 

Q.—Do you remember it or just as- 
sent to it? A.—I remember we came 
to the conclusion it was unsatisfac- 
tory and would not be taken. 

Q.—Then he says: ‘“‘I have given 
Mr. Foster in a letter written to-day 
my reasons’’—reasons apparently for 
opposing the purchase—‘‘and have 
challenged his attention to a matter 
that I would like you to think about, 
namely, the propriety, or it seems to 
me the impropriety, of our Manager 
or any member of the Board profit- 
ing by way of commission or other- 
wise upon any transaction which he 
has to act officially upon?’’ A.—Yes. 

Q.—‘‘If my views with reference 
to the matter are erroneous I would 
like te be advised. They are stated 
very mildly in the letter to Mr. 
Foster referred to, a copy of which I 
enclose you. I will be pleased to hear 
your views at your convenience’’—do 
you remember that now? A.—I would 
not have remembered that a letter was 
written if you had not read the letter ; 
I have no doubt it was. 

Q.—You have no doubt a letter was 
written to you upon the subject? A. 
—Yes. 

Q.—Challenging your attention up- 
on the propriety or impropriety of a 
commission in transactions of that 
sort? A.—Yes, either by a manager 
or any member of the Board. 

Q.—Did you give your hearty ad- 
herence to the propriety. of that sort 
of thing being left undone? A.— 
Most certainly. 

Q.—You recognize then fully the 
dual position that we were speaking 
about the other day? A.—I put the 
question frankly, and it was, as I have 
told you, that as my salary was a 
small salary whether or not it would 
be admissable that if I got a purchase 
of lands from the North-West, for 
instance, whether it would be ad- 
missible that I shotld have a small 
commission upon it. I did not de- 
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cide the case myself, I did not press 
the case, I simply left it and it was 
discussed by the Board—TI imagine in 
that letter to Sir John Boyd—and 
we came of course to the conclusion 
after thinking it over that it would 
be an inadmissible thing and it was 
never done. 

Q.—There were two matters as to 
which the Board declared a_ policy, 
one was with respect to its directors 
or its manager getting commissions in 
respect of transactions with the Com- 
pany and the other was in respect of 
their receiving financial assistance 
from the company in their undertak- 
ings? A.—In the shape of loans to 
individual directors 

Q:—Do you draw the line there? 
A.—Yes, that was all that was dis- 
cussed. 

Q.—You will say that was the limit 
of discussion? A.—Yes. 

Q.—It was not conducted then upon 
broad principles but upon just merely 
the narrow single instance of an in- 
dividual director wanting a loan? A.° 
—Yes. 

Q.—You say that is so? A.—Yes. 

Q.—Were you yourself giving some 
attention to the matter as a question 
of business ethics, or were you just to 
let the others determine? A.—When 
we discussed the question I fully 
agreed in the matter with the other 
directors and I did not make any op- 
position to it or any kick 

Q.—I do not suggest you made any 
opposition, I ask you if you were giv- 
ing the matter your consideration 
from an ethical standpoint? A.—I 
considered the question as a director. 

Q.—Can you answer the question as 
I put it, if you can I wish you would; 
did you give the matter your atten- 
tion from an ethical standpoint? A. 
—I gave the matter my attention 
from the standpoint of a director in 
a company as.to the propriety of that 
sort of thing. . 

_Q.—That .I think answers my ques- 

tion, that you did consider for your- 
self and formed an independent opin- 
ion as to the propriety of such a trans- 
action? A.—The suggestion was a 
suggestion which probabiy was made 
to Mr. Stevenson in that case with- 
out very much thought and rather 
with a view to the other side of the 
transaction, but as soon as my atten- 
tion was called to it and we discussed 
the matter I was thoroughly in accord 
with the general principle. 
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Q.—Let me do you full justice, at 
that time you did make up your 
mind and without any residuum of 
doubt you made up your mind that 
it was improper that an agent of the 
company should be allowed a commis- 
sion on a_ transaction which he 
brought to the company, that you 
have no doubt about? A.—An 
officer of the company. 

Q.—And you have no doubt as to 
the impropriety, you fully concurred 
it was improper for an individual 
officer to borrow the company’s funds? 
A.—Yes. 

Q.—Do you think it loses its im- 
propriety if two directors borrow in- 
stead of one, from an ethical stand- 
point again? A.—Individually ? 

(Q.—Or the two of them as a part- 
nership or syndicate? A.—I think 
the same remarks would apply to two 
as to one. 

Q.—Do you think in pronouncing 
‘the policy they did they were intend- 
ing to confine themselves to the case 
of an individual director and not in- 
tending to apply the principle to the 
case of two or three directors? A.— 
I think the principle applied to in- 
dividual loans to directors through 
and through, and it made no differ- 
ence whether two joined in getting 
the loan or three or one. 

Q.—Then I think I misunderstood 
you when you said individual loans, i 
was thinking of that as a narrow—— 
A.—My distinction is this between a 
loan to a director or a set of direc- 
tors in their individual capacity, and 
a loan to a company in which direc- 
tors may have stock; that is the dis- 
tinction that I have in mind. 

Q.—What ethical distinction do you 
draw there? A.—I think there is 
a difference between the two. 

Q.—What difference? A.—You have 
a corporate entity in the one case 
which you may deal with different 
from what you can with an individual ; 
it gives you a different class of secu 
ity. tee 
Q.—You think if three people, all 
of whom are directors gf a company, 
form a company in which they are the 
sole shareholders that the same prin- 
ciple does not apply to borrow—_ A. 
—You are driving that J think to an 
extreme. 

Q.—It is only a question of degree, 
is it not? A.—That makes a good 
deal of difference though sometimes. 

Q.—Would you agree it is a ques- 
tion of degree, it is not a question 
‘of principle? $A.—I think there is 
a different basis entirely in loaning 
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to the individual on his personal se- 
curity and in loaning to a company 
in which the individual happens to be 
a director, on the security of the cor- 
poration. 

Q.—Even if the director substanti- 
ally is the sole shareholder and the 
sole person interested? A.—That is 
a case I think for consideration in 
each individual instance that comes 
up. 


_ Q.—How do you measure it by the 
quantum of the interest? A.—I do 
not think we will get any farther in 
the dialectical discussion. I have 


given you I think my answer, and I 
do not see any farther information 
you can get from me out of it if you 


put your question for an hour. 


Q.—Do you mean to say you won’t 
tell me whether or not you do meas- 
ure the interest in order to arrive at 
a decision of the question of impro 
priety? A.—I have told you I hold 
there is a difference between these 
two such as I have described to you, 
but when you come to measure out the 
millionth part of an inch in which 
there is a difference that brings up 
a discussion that I do not think is 
worth while for me to indulge in. 


Q.—I should have thought if there 
was only a millionth part of an inch 
there was not much difference, but 
you apparently think differently ; you 
do not think we can usefully pursue 
that subject farther? A.—I do not 
think we can. _ TI have as great a re- 
spect for sentiments and for names 
as most people, but I still think that 
every transaction when you get down 
to the essence of it needs to be judged 
by itself, in the matter of making in- 
vestments—one thing to illustrate my 
meaning—one man says that a div’ 
dend bearing stock is the only kind 
of stock you ought to invest in; an- 
other man has an idea that non-di- 


vidend paying stock may in some in- 


stances be said to be better stock than 
dividend paying; I would not sub- 
scribe to the rule that everything 
ticketed as  non-dividend paying 
stock would be a good investment, 
and per contra that everything yo" 
ticket with dividend would be a good 
investment. In every case I think 
you have to look to the potentiality 
of the security as to whether the in- 
vestment is a good one or not, and 
we will have our different ideas on 
that if we argue it for a week. 

Q.—I would like to prevail upon 
you to accompany me a little farther ; 
supposing I am a director of the com- 
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pany and I come to the company to 
borrow money and the company says, 
‘We have a rule against your borrow- 
ing money,’ and supposing I go out 
and form a company, the other mem- 
bers of the company being people 
whom I qualify, substantially I own 
all the stock, there are three or four 
other shares outstanding in order to 
qualify; then I come back as a com- 
pany and say, ‘‘Now, I am a company, 
and I want to borrow;’’ would you 


think the proposition had lost its im- 


propriety by going through that 
form? A.—If you go through that 
form and you come to our company we 
give you an answer. 

Q.—Will you give me an answer 
nowP <A.—No, I cannot, it is a case 
of supposition. 

Q.—I am trying to get at a parallel 
— A.—I know, you are trying to get 
at a parallel between this and the 
Great Western, and it is not a parallel 
case. 

Q.—You are travelling too fast? 
A.—One has to travel pretty fast with 
you. 

Q.—I am not trying to draw that 
parallel; however, you do not answer 
that question? A.—No. 

Q.—Would you apply the same rea- 
soning to the other principle the 
Board laid down about commissions, 
that is that an individual director 
ought not to be able to get a commis- 
sion, but ‘he could form a company *” 
bring in lands to his company and 
have that company take commissions? 
A.—That would depend somewhat on 
the understanding he had with his 
company. 

Q.—J am speaking about the prin- 
ciple that was laid down by your 
Board, would you think doing that 
would be a violation of the principle 
or not? 

MR. NESBITT: Would not the 
question be left with the Board if it 
should come up? § 

MR. SHEPLEY: This question I 
want Mr. Foster to deal with now? 
A.—I would say that was a case of 
supposition as well, I do not see a 
parallel there. 

Q.—I am not suggesting there is a 
parallelP A.—There is no use of us 
fighting about a question that does 
not exist. 

Q.—I am certainly not fighting, but 
I am asking questions with a sincere 
desire to get your mind upon the 
subject? A.—I have given you all I 
can as to what my mind has to offer 
just now. 
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Q.—When you three gentlemen im- 
mediately after this correspondence 
to which I have called your attention 
made your arrangements with Pope 
& Fowler and then approached the 
Union Trust Company with a view to 
having the transaction financed, did 
this rule that had been laid down by 
the Board cut any figure in the dis- 
cussion? A.—I did not consider that 
rule applied to the transaction as it 
was put before the Board and I do 
not suppose the Board did as it was 
put before them. 

Q.—You did not think so at all 
events? A.—Because I do not think 
the cases were parallel. 


Q.—Did not you think it was being 
proposed that the company should 
advance this money practically by 
way of a loan to the syndicate? A. 
No, it was an advance to the com- 
pany with all the undertakings of the 
company as a security, and _ there 
again we are on the old ground that 
we will not get any further on dis- 
cussing it. 

Q.—You in order to buy into the 
company had to make certain pay- 
ments to Pope & Fowler, is not that 
right? A.—That we in order to buy 
into it, no. 

Q.—Your syndicate did not, did not 
you understand you had undertaken 
an obligation to Pope & Fowler? A. 
Yes, we had bought their option. 
Q.—You understood you had to pay 
certain moneys? A.—We had to pay 
for the land according to the contract 
with them and the C.P.R. and our 
contract with them. 

Q.—And you had to pay them the 
extra dollar an acre? A.—Certainly, 
whatever the price of the lands were 
we had to pay. 

Q.—That you had to pay as you 
arranged it by way of a consideration 
for getting stock in the company? 
A.—That we had to pay for the 200,- 
000 acres of land we bought. 

Q.—And by way of getting interest 
in the company supposing you had 
not gone to the Union Trust at all 
but had financed it, you would have 
had to pay the Canadian Pacific and 
have had to pay Pope & Fowler the 
extra dollar? A.—yYes. : 

Q.—Then you would turn the lands 
into the company, the consideration 
being the land you had acquired in 
that way? A.—Yes. 

Q.—You would have been paying 
the money then to acquire your inter- 
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est in the company—you see that? 
A.—We should have been paying to 
the C.P.R. and to Pope & Fowler the 
price that we agreed to pay for the 
lands in order that we might acquire 
a right to those lands and have a 
property which we could sell again 
and which we did sell again. 


Q.—Which you could get into the 
company— A.—And sold to that com- 
pany— 

Q.—And which would be made the 
basis of your stockholding in the 
company? A.—Yes. 

Q.—Did it occur to you that what 
you were doing was to practically 
borrow money from the Union Trust 
for the purpose of fulfilling that obli- 
gation? A.—We came to the Trust 
Company with a proposition for them 
to loan money upon the lands that we 
had bought on a value 


Q.—To be paid on the lands you 
had bought? A.—Wait a moment, 
on a value of $4.25 per acre, on 
which value they held their security, 
and any increase in value caused by 
the amount of stock that. was paid to 
Pope & Fowler as first consideratiou 
for their lands or any stock that was 
paid by the Great West Land Com- 
pany for the advance in price, these 
were left entirely behind and outside 
of the securities, no money was ad- 
vanced to us or any other person in 
order to enable us to get that stock, 
that is the syndicate did not borrow 
a single dollar from the Union Trust 
Company nor from the Foresters in 
reference to or to enable them to gain 
the stock which they held and which 
they distributed as according to that 
agreement. 

Q.—I am afraid you have been 
reading Mr. Matthew Wilson’s state- 
ment in the newspapers? <A.—I ac- 
knowledge to have read it, and 
think it a very good statement, but 
I am not answering from that paper. 

Q.—The money was to be borrowed 
at all events from the Union Trust 
Company? A.—What money? 


Q.—The money with which you 
were going to pay Pope & Fowler 
and the C.P.R.? A.—The money 
with which we were going to pay the 
$4.25 to Pope & Fowler and the C. 


'P.R., but not the money which was 


to get for us the stock. 


Q.—I do not care for the purpose. 


of the proposition whether it was 
$4.25 or $5?  A.—It makes a differ- 
ence. 


INSURANCE. 


2639 


Ind. Order of Foresters. 
(George E. Foster, Ex’d.) 


Q.—You were borrowing money 
with which to discharge an obligation 
you had undertaken? A.—Yes. 

Q.—And that does not seem to you 
to be within the principle of the rule 
that the directors laid down? A.— 
No, it did not seem to have been so 
considered by the directors. 


Q.—I pass from that for a moment 
to a matter which followed shortly ac- 
cording to the testimony as we have 
it, and I want to ask you about 
that. Mr. Stevenson has said at 
page 2359: ‘I was here either to at- 
tend the Executive meeting, which I 
always endeavored to attend, or it 
may possibly have been a Board meet- 
ing of the Trust Company, and was 
called into Mr. Foster’s office. Mr. 
Wilson, Mr. McGillivray and he were 
there. It was stated that there was 
a proposition involving an_ invest- 
ment in some valuable Quebec timber, 
and a suggestion was made that 1 
should join in taking over that pro- 
position. I inquired what it was and 
it required several hundred thousand 
dollars of investment’’—do you re- 
member that occasion? A.—I re- 
member Mr. Stevenson’s testimony. 


Q.—Do you remember the occasion 
of which he sptaks? A.—I remember 
dimly the occasion. 


Q.—His testimony did not refresh 
your recollection much? A.—Yes, it 
did. I probably would not have re- 
membered it at all if it had not been 
for his testimony. 

Q.—Then in the next column on the 
same page: ‘‘Q.—lLet us see whether 
we have it correctly. The proposition 
was that McCormack and Irwin, who 
were men of substance would join with 
Fowler and finance 49 per cent. of 
the proposition? A.—Finance it by 
borrowing 49 per cent. from the Trust 
Company, giving their covenant for it 
secured by the interest they would ac- 
quire in the business.’’ 

““Q.—It was to be borrowed from’ 
the Union Trust Company? A.— 
Yes.’’ 

““Q.—49 per cent.? A.—Yes.”’ 

“Q.—And the 51 per cent. should 
be borrowed by you four gentlemen 
also from the Union Trust Company? 
A.—I would not say it only included 
us four. The suggestion was we four 
and perhaps others. I am not pre- 
pared to say whether it was limited 
to us four.’’ 

WITNESS: 


I remember it from 
that testimony. 


I would not have re- 
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membered it without. I was not very 
keen on it as far as I was concerned. 

Q.—At all events you do remember 
the discussion? A.—I rememher some 
discussion. 

Q.—It looks like a proposition in- 
volving the four directors borrowing, 
as you put it, individually, or as a 
syndicate directly from the Union 
Trust Company? A.—Yes. 

Q.—That would be quite contrary 
to the principle that had been laid 
down? A.—I think it would. I think 
some one may have made a sugges- 
tion about it, but I do not think there 
Was any persistence with reference to 
it. 

Q.—This was really the transaction 
that brought about or was followed 
by the Kamloops deal? A.—It was 
followed by the Kamloops, but not at 
all on the same plan. ‘ 

Q.—In which Irwin and McCormack 
were interested and in which the 49 
and the 51 per cent. were the same? 
A.—Yes, one followed the other. 

Q.—The Kamloops followed this? 
A.—Yes. 

Q.—You cannot charge your memory 
with the discussion; your recollection 
is vague with regard to it? A.—Yes. 

Q.—Were you beginning to be aware 
having regard to the matters that I 
have been putting before you, were 
you beginning then to be aware that 
your co-directors were, like yourself, 
if you like, not at all inclined to per- 
mit transactions in which directors 
were interested from being financed 
by the Trust Company? A.—I do 
not think we had any serious inten- 
tion at all of going into it on that 
basis; I am sure I was not in a posi- 
tion to do it. 

Q.—I was rather asking you whether 
you had become alive to the attitude 
of your co-directors? A.—I think I 
knew their views on it. 

Q.—You remeffiber about the Mon- 
tague syndicate? A.—Yes. 

Q.—I should have asked you this: 
can you tell me whether this trans- 
action about the Quebec limits was 
the first time that Fowler and Mc- 
Cormack and Irwin were in transac- 
tions or were proposing transactions 
with youP <A.—Yes, so far as I can 
remember; I am very clear about 
that. 

Q.—Which of them was it that in- 
troduced the subject to youP A.— 
That I cannot say, but Irwin and 
Fowler and McCormack I _ think 
brought the proposition to me. Re 
collect this, that the manager of a 
Trust Company or Loan Company has 
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an almost infinity of projects brought 
to him, and he is obliged to treat 
every one with some courtesy at least, 
to find out what his proposition is, 
and where he can find one which he 
thinks he may take to his directorate 
he turns down a dozen or twenty that 
cannot be taken up at all; but I am 
clear on that that the Quebec limit 
business 'was the first in which Fowler 
and McCormack and Irwin or any one 
of them came to me with a proposi- 
tion. 


Q.—Was that the first occasion up- 
on which anybody, apart from the 
Northwest land matter, because it was 
after the Northwest land matter I 
think? $A» —Which do you mean by 
the Northwest land matter, the Mon- 
tague syndicate P 


Q.—The Great West? A.—After. 

Q.—The Great West Land Company 
was in 1908, the Kamloops in 1904 
and the Quebec limits suggestion was 
in between somewhere? A.—The 
Kamloops was in the latter part of 
1903 and the first part of 1904, was 
it not? 


Q.—I think it commenced in Feb- 
ruary, 1904; however, I do not know 
that it is very material, they were 
stringing along there about that 
time? A.—I am sure we were mak- 
ing investigations in British Colum- 
bia on that Kamloops matter in the 
fall of 1903. 

Q.—It may be quite soP A.—We 
had our men out there in November. 

Q.—You are probably quite right 
about that, the closing of it and the 
beginning of the payment of ‘the 
money was in February? A.—If I 
remember the Quebec matter took 
place in the summer preceding that, 
but what time I do not know; I know 
the snow was not on the ground. 


Q.—Then at all events they were in 
the order I have stated; there was 
first the general suggestions as to 
which the Chancellor was consulted? 
A.—Yes, the dates would show that, 
I do not remember what that date 
was. 

Q.—Then the Northwest Land mat- 
ter, then the Quebec Timber Limits 
matter, and then the Kamloops mat- 
ter—that was the order in which they 
came? A.—The Great West Land 
matter. 

@.—Then about the Montague syn- 
dicate, when was that? A.—That 
was the first of all; that was shortly 
after I came here and took charge. 
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Q.—That perhaps was before you 
had had a discussion with Mr. Steven- 
son about the position of directors? 
A.—Quite so. 

Q.—Perhaps you yourself had not 
formed very clear ideas upon the sub- 
ject of propriety or impropriety of 
directors dealing with their compan- 
ies? A.—I probably had my idea, 
but one’s ideas are sharpened in pro- 
portion as he comes up against the 
actuel meking of loans and carrying 
on of business. 

Q.—Your suggestion was the forma- 
tion of the Montague Syndicate? A. 
—Have yon not had that thoroughly 
explained by Dr. Oronhyatekha? 

Q. I think so? A.—Why should I 
have to toil over it too? oa! 

Q.—Perlaps you differ from him in 
some respects? A.—I think he gave 
a very good statement of it. 

Q.—Would you disagree with his 
statement? A.—I think his statement, 
as far as I remember it, was a fair 
statement of the matter. 


Q.—It is my duty to call your at- 
tention to the things that have been 
said by others so that you may give 
your own account; if you say you are 
entirely satisfied with what the doc- 
tor said about it A.—So far as 
I can remember his evidence about it 
his evidence was fair and_ straight 
about that. 

Q.—And accurate? A.—Yes, but if 


1 


there are any points you wish to ask. 


I am willing to answer; I am willing 
to answer anything you wish to ask. 

Q.—I do not know what points of 
difference there are in your mind, if 
there are any; may I say then that 
you. accept that as accurate? —A 
Yes, so far as I remember it, I do. 
If, of course, in discussion I give ex- 
pression to anything else and it goes 
up against any point or seems to, we 
will explain that. 

Q.—When the Quebec limit instance 
was up you heard some suggestion 
then that that was not proper? 
—What you have referred to— 

Q.—Do you remember what the doc- 
tor says that he said if that was not 
proper then this other thing was not 
proper? A.—The syndicate business 
took place long before this. 

Q.—He was in the syndicate, so 
were youP A.—I was, yes. 

Q.—You remember that the time 
came when the Montague syndicate 
handed over? A.—Yes. 

Q.—How did that come about, that 
is perhaps the shortest way to get 
at itP A.—That may be a complex 
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question as to how it came about, but 
I suppose the controlling influence in 
bringing that about was the desire to 


get out of a proposition which in- 


volved this, the loaning by the hold- 
ers of funds to themselves, and then 
the decision was reached by Dr. 
Oronhyatekha and Mr. McGillivray 
and Dr. Montague to go out of the 
whole business and give it to the 
Union Trust Company, these lands, at 
the cost of the lands plus the ex- 
pense, 

Q.—What about your own position? 
A.—My own position was different. 

Q.—Did you say it was different 
from the beginning? A.—Yes. 

Q.—What position did you take? 
A.—I maintained it all through, and 
I maintain it still; my position is 
this, | was not a member of the For- 
esters nor a member of their Council. 
I had no command over their funds, 
and I had a perfect right to go to 
the Foresters and borrow money on 
my own account or for any venture 
that I had, provided they thought the 
security was sufficient and advanced 
it, and I held then, as I hold yet, 
that so far as my part in that tran- 
saction was concerned, I had a per- 
fect right to do as I had done, and 
I still hold to that. 


Q.—You were, however, induced to 
yield? A.—I was induced against my 
consent to yield and I never made a 
written renunciation of my rights and 
in the bottom of my heart I think 
still I have a right to my equity in 
that transaction, whether I may ever 
get it or not is a different question, 
or whether I will push for it is a 
different question. 

Q.—You never made a written re- 
nunciationP A.—No. 

Q.—Did you make a verbal renun- 
ciation? A.—I made many a verbal 
protest of what I thought was the 
unfairness of the position in which 
I was placed. If a man goes into 
a transaction of that kind and gets 
certain equities, those equities become 
a part of his property and capital, 
and he uses them ag such, and it 
puts a man in a very awkward posi- 
tion when you come to the last analy- 
sis of it, and it did not seem to me 
in my position as an outsider I was 
blameable in the least for borrowing 
from the Foresters, or any other 
body that would lend on the security 
I had to offer. 

Q.—Again we get back to the 
primordial difference between the 
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Foresters and the Trust Company, the 
Trust Company was composed sub- 
stantially of Foresters’ funds so far 
as they had any fund, and you were 
the agent of the Trust Company hand- 
ling the funds, it comes back to the 
same proposition—you see that? A. 
—I see a difference beside what you 
have indicated. 

Q. There is a difference? A.—I 
think that is a very essential differ- 
ence. 

Q.—I do not see it is? A.—If you 
admit it is essentially different. 

Q.—It is not for me to admit or 
protest? A.—I am here to protest 
that there is an essential difference 
between those two. 


Q.—That is one of the essential 
differences? A.—The essential differ- 
ence is I had nothing to do with the 
body from which I borrowed; no pos- 
sible method of influencing the loan 
of the money, and I had just as good 
a right to go there for a loan of a 
certain amount of money on security 
as I had to go to the Toronto General 
Trust Company and ask Mr. Lang- 
muir for a loan, or any other com- 
pany, and consequently I protested 
upon the unfair position in which I 
was placed. 

Q.—You did not look upon yourself 
as an officer or servant? A.—Or a 
trustee of the Foresters in any way. 

Q.—And that position is not at all 
influenced in your mind for reasons 
you have already given me, by the 
fact that the trust company, of which 
you were an officer, was a mere crea- 
ture of the Foresters? A.—That 
may be, I am not talking about the 
‘Trust Company, I am talking about 
the Foresters. 

Q.—Your position towards the For- 
esters you, you do not see there is 
any difference by reason of your being 
an agent of the Trust Company—that 
does not affect your position towards 
the Foresters? A.—Not at all, not 
as regards that transaction. 

Q.—What I was immediately asking 
you about when we diverged a little, 
you had just said you made no writ- 
ten renunciation, and I just asked 
you if you made a verbal renuncia- 
tion, and you have not told me that 
yet? 

A.—When it came to the _ end, 
they were pressing very strongly to 
have that syndicate as it were dis- 
solved and these lands go into the 
Union Trust Company and _ stated 
the difficulties of their position and 
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that it was absolutely necessary in 
their opinion that that should _ be 
done from the necessities of their 
position I still protested, but I did 
not struggle. 

Q.—Did you yield? A.—I yielded I 
suppose in a sort of a way which was 
not very graceful. 

Q.—I am not so much concerned 
with the gracefulness or otherwise of 
it? A.—I thought you would be in- 
terested to know how I did it. 

Q.—I want to know whether you 
did yield? A.—Well it was done. 

Q.—With your assent? A.—Well, 
I should be inclined to doubt that I 
gave cordial assent to it. 


Q.—With your unwilling consent? 
A.—Put it that way, let it go at 
that. 

Q.—You accept that? A.—I _ ac- 
cept that. 

Q.—You consented but unwilling- 
ly? A.—Yes, as I almost always do 
I gave way out of good nature. 

Q.—You consented unwillingly? A. 
—Yes. 

Q.—Was it at the time at which 
the lands were finally turned over 
that you gave your unwilling con- 
sent? A.—There were two transac- 
tions, there was the turning over, 
there were three portions of land 
that were bought after the primary 
purchase and with reference to those 
portions of land which were first 
turned over before the completion of 
turning them all over with reference 
to that I gave my cordial consent, 
that I think took in about forty or 
fifty, may be sixty or seventy thou- 
sand acres of land. I said, all right, 
let that go, and I did give my cor- 
dial assent to that, and where I gave 
my most unwilling assent was in re- 
ferenct to the primal purchase of the 
forty-four thousand acres of land 
which took place in 1902. 


Q.—And the date at which you 


. gave your unwilling consent in res- 


pect of the forty-four thousand was 
the date at which they were turned 
over? A.—Yes, that was a very re- 
cent date. 


Q.—I want you to identify these 
Montague lands, I have a_ schedule 
prepared here to which I ask your 
attention, is that group of four about 
the middle of the page what you 
speak of as the forty-four thousand 
acresP A.—That is the original pur- 
chase. 


\ 
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Q.—The original Montague pur- 
chase consisted wpparently of four 
items; the first was a purchase in 
1902 at $3.50 per acre from Gillespie 
of 19,883 acres? A.—Yes. 

Q.—The next was also in 1902; it 
was purchased at various prices rang- 
ing from $3.50, $4, and $4.50 from 
the C.P.R. and the Great North West 
Railway Company? A.—Yes. 

Q.—The amount 10,479 acres. The 
next also purchased in 1902, was 
Manitoba—those were Manitoba gov- 
ernment lands? A.—I do not know. 

Q.—They were lands in Manitoba 
at all events? A.—No, I do _ not 


think so, they were lands in the 
North-West. ; 
Q.—At all events that was the 
block 11,839 acres? A.—Yes. 
Q.—And this small block 2,066 


acres purchased in 1902, some at $3.- 
50, some at $4.00 and $4.50 from the 
Oanadian Pacific and the Great 
North West; that makes altogether 
44,267 acres, and that you speak of 
as the original purchase? A.—Yes. 
Where is Kirkella, is that in Mani- 
toba? If the Kirkella branch running 
up through these lands is in Mani- 


toba—I think it is in the North- 
West. 

Q.—Mr. Ross says it is not in 
Manitoba? A.—Then none of those 


lands are in Manitoba. 


Q.—Then I come to some other pur- 
chase, I want to ask you about; you 
know the Carrot River purchase, 
that seems to have been October 15th, 
1903? A.—About that time. 

Q.—That was bought from the On- 
Manitoba and Western at a 
price of $5.00 per acre, and the 
amount of it was 40,960 acres? A.— 
Yes, that is two solid townships, the 
Carrot River District. 

Q.—This seems to be the contract 
between the Ontario, Manitoba and 
Western and the Union Trust Co.? 
A.—In_ trust. 

Q.—Yes, I suppose so? A.—That 
is they were acting for the syndicate. 

Q.—They were acting as trustees 
for the syndicate? A.—Yes. 

Q.—For the Montague syndicate; 
we will look at the provisions of that 
for a moment before we go further; 
the date is 15th October, 1903, be- 
tween the Ontario, Manitoba and 
Western, the vendors, and the Union 
Trust Company in trust, the pur- 
chasers of the second part. 

Q.—It recites the title of the ven- 
dors to the 40,960 acres, it recites that 
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the purchasers are desirous of pur- 
chasing, the price being five dollars 
per acre, amounting to $204,800, out 
of which is to be paid the balance due 
the railway company. They agree to 
sell as follows: $25,000 cash; $15,- 
000 on the 15th April, 1904; $15,000 
on the 15th October, 1904; and the 
balance, $149,800, in four equal an- 
nual instalments of $37,450 each; then 
there is to be interest upon the de- 
ferred payments. There is no declara- 
tion of trust upon the face of that 
by the Trust Company—I mean the 
persons for whom the trustees do not 
appear? A.—wNo. 

Q.—But it is stated to be in trust? 
A.—Yes, and it was in trust. 

—Contract between Ontario, Mani- 
toba & Western and the Union Trust 
Company filed as exhibit 561. 

Q.—That is the Carrot River Lands, 
the area of which was 40,960 acres? 
A.—Yes, 

Q.—The next I find here is on the 
30th June, 1903, purchase from John 
Aird of 65,280 acres, of which a cer- 
tain acreage was at $4.90 per acre, 
and certain other acreage at $5.75 
per acre, total price $322,336—who 
was John Aird? A.—He is the mana- 
ger of the Bank of Commerce in Win- 
nipeg, and we purchased from him as 
trustee for the parties who sold. 

Q.—Do you know who the parties 
wereP A.—I do not know. 

uate you know at the time? A. 
oe oO, 

Q.—And you do not know now? A. 
—No, and I do not think they are 
disclosed in the documents. The con- 
tract if it were here might show, but 
I do not think so. Any way, we knew 
nobody but John Aird in the matter. 

Q.—That is the onl erson you 
knew? A.—Yes. att f 

Q.—We have the purchase of this, 
and was that also financed through 
the Union Trust Company? A.—That 
jwas also a purchase on behalf of the 
syndicate, the money to be advanced 
by the Foresters. 


Q.—But I am asking you whether 
like the other the Union Trust Com- 
pany’ took the lands by way of trust? 
A.—As trustee for the syndicate. 

Q.—And let me see if I have the 
course right, that in respect of these 
lands I am asking you about was 
adopted and also in respect of the 
40,960 acres the Foresters were ad- 
vanowig money to the syndicate? A. 
—Yes. 
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Q.—They were to be secured by the 
mortgage we have heard about? A.— 
Yes. 


Q.—The Foresters actually did what’ 


with thg money, to whom did they give 
it? A.—The first advances were made 
I think to Dr. Montague himself who 
purchased the lands. 

Q.—That is the old original pur- 
chase? A.—Yes. 

Q.—In respect to these I am asking 
you about? A.—In respect to those 
the advance as I understand it was 
made by the Foresters, but as the 
Union Trust Company was trustee 
for the Montague syndicate the money 
was advanced to the trustee rather 
than the syndicate itself. 

Q.—The Union Trust was entrusted 
with the moneys required by the syn- 
dicate, the Foresters handing it to 
them? A.—Simply as trustee, yes. 

Q.—And the Union Trust was 
charged with the duty as trustee of 
discharging the obligation of the syn- 
dicate? A.—Paying over the prices as 
they were set ont in the contract. 

Q.—The Foresters adding sums as 
they advanced them from time to time 
to their mortgage security? A.—Yes, 
I suppose 80. : 

Q.—That was the transaction as 
you understand it? A.—Yes. 

Q.—Then there is a third matter. 
I see here on the 30th December, 
1903, at a price of $5.25 per acre, 
certain lands were purchased from 
Mr. Whitlaw? A.—The Swau River. 

Q.—The Swan River lands, 9,920 
acres? A.—Those are in the Province 
of Manitoba, north of Dauphin. 

Q.—What is the nature of those 
lands? A.—How? 

Q.—What are they? A.—They are 
farm lands. 

Q.—Lands, as we have heard from 
another witness, which required con- 
siderable expenditure by way of drain- 
age before they can be _ properly 
marketed? A.—I think some few of 
them do, but not the majority. 

Q.—Have you been over them your- 
self? A.—No. 

Q.—That is your impression? A.— 
There are some of them that would 
require drainage. As I understand it 
that drainage is being provided by 
the Manitoba Government in respect 
of that section of country and is now 
under way. I am*not sure but what 
it is finished by this time. 

Q.—That makes a total of these 
three purchases, the Ontario, Mani- 
toba and Western, Aird, and Whit- 

law, of 116,167, which, including 
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taxes and interest up to the 3lst 
December last, has cost $606,481.57. 
We have this information that though 
it is 116,160 according to the contract 
actually there is 111,360? A.—The 
contracts are what? 

Q.—116,160, but the actual meas- 
urement is 111,860? A.—I cannot say 
about that, but if that be so it is 
subject to adjustment. We in no case 
pay for more than what we get by 
the ultimate survey. 

Q.—I have also this information 
that out of that 111,360 acres, 65,600 
acres have been sold at an average 
price of $7.66 per acre? A.—That I 
cannot tell you. 

Q.—That is not within— A.—Not 
within my memory. If those sales had 
been made, the most of them have 
been made probably this summer. 


Q.—They may have been within 
your memory but not to your know- 
ledge? A.—I think they may have 
been made since I left. 


Q.—There is still another lot here, 
and I] want to ask you about them, 
to see if you know anything about 
it. You would, I imagine. There is 
the Kellett, Hedderly, the Smith & 
Logan, the Canadian North West 
Prairie Land Company and the Hud- 
son Bay. Do you know about those? 
A.—I know very little about that, not 
being personally connected with those 
negotiations at all. They were bought 
in the summer of 1905 when I was 
away on my holidays, I think, the 
most of them—yes, it is June, June 
and others in September. 


Q.—And July? A.—And July, but 
I have nothing to do with their pur- 
chases. 


Q.—But did you understand that 
there were enough other lands to 
bring up the total acreage of these 
lands to 123,000 acres? A.—Yes, 
after they were finally selected. 

Q.—123,336 is the actual acreage? 
A.—Yes. 

Q.—I omitted to call your attention 
to this. _ This is the Whitlaw contract 
made with the Union Trust Company 
as trustee in the same way? A.— 
Yes, I suppose it is. Yes, that is my 
signature. 

_Q.—This is Henry Whitlaw of the 
city of Winnipeg, barrister-at-law. 
Did you understand who were the 
owners of these lands? A.—I do not 
know who the owners were or are. 

Q.—You did not hear? A.—I do 
not know. 
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Q.—Did you hear? Tell me what 
you heard. Tell me what you under- 
stood. A.—It would burden you if I 
told you all I heard. 

Q.—No, I could carry that a great 
deal easier than I can carry some 
other things I have to carry. A.— 
I have simply this to say: That I can- 
not positively say that these lands 
belonged to anybody else than Mr. 
Whitlaw. 

Q.—You see I am not asking you 
for a positive statement? A.—I can- 
not make any other statements. 

Q.—Oh, yes? A.—What I swear to 
{ must swear to. 2 


MR. NESBITT: Do not give any 
hearsay. 

WITNESS: Let the newspapers 
with their headlines put in their hear- 
Say. 
MR. SHEPLEY: I want to know 
what your understanding with the 
people you were dealing with was? A. 
—I understood I was dealing with 
Mr. Whitlaw, and Mr. Whitlaw only. 


Q.—You understood there were 
some owners or interests he represent- 
ed? A.—Yes, and I did not inquire 
who they were. 


Q.—You were told; tell me what 
you heard? A.—I do not recollect 
being told who they were. 


Q.—I did not ask you whether you 
recollected being told. I asked you 
if you recollected what you were told? 
A.—If I do not recollect being told, 
that answers the other question. 


Q.—Will you say you do not recol- 
lect what you were given to under- 
stand as to the ownership of these 
landsP A.—I do not recollect as to 
who were the owners outside of the 
fact that Whitlaw had these in charge 
and I bought them from him. That 
is all I can tell you. 


Q.—What was it you thought would 
burden me, if that is all you knew 
about it? A.—You wanted me to tell 
you all I heard. 


' Q.—I wanted you to give us the 
understanding you then had as to who 
were being represented by Whitlaw in 
the transaction? A.—You have my 
understanding of it. 


Q.—What have I as your under- 
standing? A.—That I paid Mr. Whit- 
law believing he was the party in 
charge of the land, and I made no 
inquiries as to whom he represented. 

Q.—What did you hear without 
making inquiries? A.—I do not re- 
collect anything specially. 
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Q.—What did you hear generally? 
A.—I do not recollect hearing any- 
thing generally, 

Q.—Be good enough to direct your 
attention to what you said. What 
did you think would burden me? A. 
—You asked me to tell all I heard, 
and I said if I told you all I heard 
it would be a burden to you. 

Q.—That is not the way I put the 
questionP (Reporter’s notes referred 
to and read.) I ask yon, tell me what 
you heard, tell me what you under- 
stood with respect to the people be- 
hind Whitlaw. You said it would 
burden me? A.—TI took it as a gen- 
eral question. If you will make the 
question special, I have only the an- 
swer I gave you before. You can 
drop that portion out by way of in- 
terpolation. 

Q.—I am afraid you cannot get rid 
of anything that has been said. I 
want you to reflect for a moment and 
tell me what you were given to under- 
stand as to the ownership of these 
lands at the time you purchased? A. 
—I told you I did not recollect the 
ownership of the lands nor do [I till 
this. day. 

Q.—So you have told me, but I 
want to know what you understood 
about it. what you were given to un- 
derstand? A.—T do not think I can 
give you any other answer. 

Q.—I think you can, Mr. Foster, 
if you try? A.—I do not think I 
have any right in my evidence to 
give you on my oath anything I am 
not sure of or that I have not a clear 
impression of, and at the present time 
I am giving you a fair answer when 
I give you the answer that I have 
already given. 

Q.—You have, of course, certain 
navies in your mind now? A.—Have 
I 


@.—Have you? A.—I have not. 

Q.—You have not any names in 
your mifd? A.—No 

Q.—Or in your memory now? A. 
—No. Are you sufficiently a mind 
reader to tell what I have in the back 
of my headP 

Q.—You cannot break my patience 
down. I ought to have put it as a 
question. Have you in your mind— 
A.—I have no names in my mind or 
memory at the present time. 

Q.—Have you in your mind names 
that you heard as connected with the 
transaction P A.—I have not any- 
thing. I have rummaged around my 
head and I cannot find anything 
there. 
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Q.—You cannot recall the name of 
any person that you heard of as be- 
ing interested in these lands? A.— 
I cannot recall the name of any per- 
son I heard of as having an interest 
in those lands, positively I cannot, 
and outside of that I cannot go. 

Q.—Having an interest positively, 
or positively you cannot recall? A.— 
I cannot recall positively. 

Q.—You cannot what? A.—I can- 
not recall any names positively. 

Q.—You cannot recall any names 
positively? A.—No. 

Q.—You do recall names, bnt not 
positively? A.—No, I cannot recall 
any names positively. 

Q.—Do you recall names but not 
positively? A.—Let me tell you once 
for all what I can give you on my 
oath, that I did not know and do 
not know now who had interests in 
those lands, that I dealt with Mr. 
Whitlaw and him alone. If you ques- 
tion me here for a week you cannot 
get any other answer out of me on 
that question. 

Q.—I won’t waste a week on that 
just now. I will try and make it 
shorter P A.—It has been © long 
enough, God. knows. 

Q.—Then we pass that for the time 


being and we come to the terms of. 


the purchase. How much per acre 
was thisP $5.25 was it notP <A.— 
Are those the Whitlaw lands? 

Q.—YesP A.—Yes, $5.25 per acre. 

Q.—The total purchase price was 

$52,080; the Union Trust Company 
agreed to pay that as follows—(Reads 
document Exhibit 562.) That was 
the total purchase money provided for 
by the agreement. Then this is taken 
from the Union Trust Company’s 
books of how some of these matters 
were dealt with during part of the 
time at all events. You see a credit 
there by I.0.F., $12,800? A.—That 
is the first payment on the Whitlaw 
lands, is it? 
. Q.—No, that is on the Canadian 
~Pacific apparently, because it was im- 
mediately paid the Canadian Pacific 
through the Merchants Bank. That 
was in June, 1903. You were not 
here then perhaps? A.—Are_ those 
the Aird lands? 

Q.—J do not know what they are. 
I was gving to ask you about those. 
Perhaps I should not trouble you 
about that if they turn out to be 
some of the other lands. June, 1903 
—Yes, those are apparently part of 
the Aird lands. At all events the 
Aird lands were purchased in June, 
1903. The modus operandi seems to 
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have been just as you have stated. 
The money was got down from the 
Foresters into the coffers of the Union 
Trust Company? A.—As trustee. 

Q.—And then paid over? A.—Yes. 

(J.—The next credit is on the 24th 
October? A.—If the ‘Union Trust 
Company had not been trustee the 
monies would have been paid to Dr. 
Montague and paid by him to Aird. 

Q.—The next entry is on the 24th 
pied by cash J.0.F., $25,000? A. 
—Yes. 

Q.—That was apparently money that 
had to be paid over to the Manitoba, 
Ontario and Western? A.—Yes. 

Q.—That, apparently, was the $25,- 
000, the cash payment. The agree- 
ment being the 25th October, that was 
to be paid in cash? A.—That is the 
Manitoba and Western? 

Q.—YesP A.—Yes. 

Q.—Then let us follow the trans- 
action; that $25,000 was supplied by 
the Foresters on the credit of the 
syndicate, and went into the Bank 
to the credit of the Union Trust Com- 
pany? A.—Yes. 

Q.—The Union Trust Company be- 
ing trustee for the syndicate? A.— 
Yes, and that borrowed money then 
became the property of the syndicate. 

.Q.—That borrowed money, you say, 
then became the property of the syn- 
dicate in the hands of the Union 
Trust Company as trustee for the syn- 
dicate? A.—Yes. 

Q.—The next cheque, I see, is to 
the Ontario, Manitoba and Western 
Land Company, $20,0000?. A.—Yes. 

Q.—And the next—will you explain 
that to me? A.—What is the next? 

Q.—The next is cash to yourself? 
A.—Yes, $5,000, making up the whole 
payment of $25,000. and that was on 
the Manitoba and North West Lands. 
I can explain that to you. The Mani- 
toba and North Western Land Com- 
pany held their lands to the syndi- 
cate at $5 primarily, I think they 
wanted more than $5; but at length 
they came down themselves to $5, 
and we refused to pay them $5, and 
the negotiations went’ on and at 
least as far as my memory goes—I 
have not looked this matter over, the 
correspondence or anything of that 
kind—as far as my memory goes the 
agent or manager of that company 
said that he did not wish to lower 
the price of his lands below what he 
held them at, namely $5. but that he 
had an allowance of 25 cents per 
acre as his commission upon the sale . 
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of the lands, and if we would take 
them at the $5 he would remit 124 
cents per acre, I think it was, mak- 
ing up on the amount of those lands 
$5,000. That $5,000 was in a separ- 
ate cheque, put to the bank in my 
name, appears so on the Union Trust 
Company’s books, and has passed the 
auditors and never been concealed, 
and i of that was paid to each mem- 
ber of the syndicate. That explains 
that transaction. 

Q.—That was that transaction? A. 
—Yes. 


Q.—The Ontario, Manitoba and 


North Western Lands Company were — 


holding their lands at $5? A.—yYes. 

Q.—And in the result they got less 
than, $25,000, the difference being al- 
lowed by them as a commission? A. 
—As a rebate, or commission, I be- 
lieve you might call it—call it rebate 
or commission, we will not fight about 
words. 

Q.—I suppose those cheques were 
made out under your instructions? A. 
—Thev were. 

Q.—That, I think, is the cheque 
to the Ontario, Manitoba and North 
Western Land Company for $20,000 
that we have just been speaking 
about? A.—Yes. 

Q.—And the date of that is the 2nd 
November, 1903? A.—yYes. 

Q.—Then the other cheque is the 
15th December, A.—$5,000. 

Q.—Signed by Mr. Davidson and 
yourself? A.—Yes. 

Q.—Payable to the Standard Bank, 
the Hon. George E. Foster $5,000 on 
account of commission? A.—On _  ac- 
count of commission. 


. Q.—That was what was then called, 
said to be on account of commission? 
A.—Yes. 

Q.—Mr. Nesbitt suggests that I 
should ask whose writing is_ that, 
*‘On account of commission??? A.— 
That is Mr. McWhinney’s, the Assis- 
tant Manager. At the time I must 
have told him to put on that what it 
was for, and that was put on it. 

MR. SHEPLEY: Then those two 
cheques I put in, the $20,000 and the 
$5,000 cheque. (Exhibit 563.) 

‘Q.—Who was the agent in charge 
of that transaction for the vendors? 
A.—Mr. Bettes. 

Q.—Did Mr. Pritchard have any- 
thing to do with that or not? A.— 
Never heard of. Pritchard’s name in 
connection with it, and I do not 
think he had anything at all to do 
with it. My communications were 
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entirely, so far as I was concerned, 
with Sheriff Bettes. 

MR. NESBITT: Q.—Sheriff 
Bettes? A.—He was Assistant up in 
North Ontario. 

Q.—That is the Hon. Mr. Sifton’s 
brother in law? A.-—He is a square 
man. : 

MR. SHEPLEY: He used to be 
sheriff at Bracebridge? A.—Yes, or 
Orillia or somewhere there. 

Q.—You say that you distributed 
that between the members of the 
syndicate? A.—yYes, 3 to each, and 
I think I hold their receipts some- 
where. ; 

Q.—Then the next entry I find here 
is an entry by cash from the 1.0.F. 
of $12,400? A.—Yes. 

Q.—That would. come down in the 
same way? A.—Yes. 

Q.—And that apparently, was to 
make the first cash payment on the 
Whitlaw purchase? A.—Yes. 

Q.—Do you know what the first 
cash payment represented? $1.25 per 
acre, did it not? A.—I do not know. 
That is the gross sum, is it not? 

Q.—And that 9,920 acres, that 
would seem to be $1.25 per acre? A. 
—I do not ‘recollect what the per 
acre payment was. 

Q.—I would like you to verify that, 
$1,240—acreage 9,920, and adding a 
quarter of that ficure to it, makes 
$12,400? A.—It would be about that. 


Q.—Who was the agent in connec- 
tion with that transaction? A.—Now 
you have got to your man, Mr. Prit- 
chard. 

Q.—Mr. Pritchard was the agent? 
A.—He has caused you a lot of 
trouble, now he is ‘here. 

Q.—Is he here? A.—No; he is in 
that transaction and you have seen 
him in your mind’s eye, I will war- 
rant you. 

Q.—That won’t get us along very 
fast, Mr. Foster. He was the agent 
for the vendor in that transaction, 
do you say? A.—He was the agent, 
so far as I knew, and the transac- 
tion in that was exactly similar to 
the transaction in the preceding one. 
Payments were made in two cheques, 
one cheque came to me for the 
amount of the rebate or commission 
on account of the syndicate. 


Q.—And the other cheque went to 
Whitlaw? A.—The other cheque went 
to Whitlaw. 

Q.—I will take these two cheques 
and show them to you. There was a 


2648 ROYAL COMMISSION ON 


82nd day, October 9. 1906. 


cheque of the 2nd February, 1904, 
made payable to the order of the 
Standard Bank, per draft on Winni- 
peg, Henry W. Whitlaw, $9,920 on 
account of purchase of land, signed by 
Mr. Davidson and: yourself. A.—That 
is right, and the $2,480 makes up the 
payment $12,400. 

Q.—And the other one is $2,480 
payable to your order on account of 
purchase of Whitlaw lands, also sign- 
ed by Davidson and yourself for the 
Union Trust Company? <A.—Yes. 

Q.—What did you do with that 
cheque? A.—That money remains 
with me for the syndicate, awaiting 
a final accounting between the mem- 
bers of the syndicate. 

Q.—That cheque was deposited 
somewhere, I suppose? A.—Yes, to 
my credit. 

Q.—In what bank? A.—Standard 
Bank, I imagine. 

Q.—There is no bank stamped on 
the back of it. A.—Then I don’t 
know, but it was paid February 6th, 
1904, S. T. Bank—Standard Bank, is 
it not—the branch? That is the 
branch it was drawn on? A.—Yes. 
Well, it was paid. 

Q.—It does not show where it went 
out of your hands and that I would 
like you to tell me, if you can? A.— 
Well, it went to my account and to 
my credit. 

Q.—Where? 
know. 

Q.—Will you find that out for me? 
A.—I will try and find that out. 

Q.—That, you say, is still in your 
possession; at all events you have not 
paid it out? A.—I have not distribut- 
ed it, and do not propose to distri- 
bute it until the four members of the 
syndicate have their final accounting. 

Q.—Final accounting in respect of 
what? A.—In respect of monies that 
belong to them and are to be distri- 
buted equally. 

Q.—Monies that belong to them? 
A You: 

Q.—I thought they turned over 
their venture to the Union Trust 
Company? A.—They did, but they 
did not intend to turn over their 
venture, nor did not turn over their 
venture on any other basis than the 
prime cost of the land and the in- 
terest and taxes and the expenses up 
to the time it was turned over. It 
was never expected the syndicate 
would take money out of their pockets 
and turn it over to the Union Trust. 

Q.—-What money had the syndicate 
in its own pocket? A.—ITt had $10,- 


A.—That I do not 
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000 of its own money that it did not 
borrow from anybody and it is shown 
in the very same account in which 
you have shown this. 

Q.—Where did that come fromf A. 
—That came from the forfeit that 
accrued to them on account of a con- 
tractor to purchase making his de- 
posit, failing to purchase, and, there- 
fore, forfeiting the money to the 
syndicate. 

Q.—There was a sum of $10,000 was 
it, or $9,000? A.—$10,000. 

Q.—It was $10,000? A.—$10,000 
even. 

Q.—Even money? A.—Yes. 

Q.—Some persons had proposed to 
buy land from the syndicate? A.— 
Green and Theidan had made a con- 
tract to sell or buy: 

Q.—Which? A.—I suppose they 
made a contract to purchase with the 
idea they could sell. However, the 
contract is there. You can find that. 

Q.—Where is it? A.—I suppose the 
Foresters have it. However in the 
end they failed to pay for the land 
under the terms of the contract and 
we forfeited their $10,000 deposit. 

Q.—And what did you do with it? 
A.—We turned it into the credit of 
the syndicate fund. 

Q.—What do you mean by that? A. 
—The trust fund which the Union 
Trust Company was administering, 
and you will find it in the ledger 
right ahead of Mr. Cross there. 

MR. CROSS: I did not bring that 
ledger over. 

WITNESS: Well, you have seen it, 
Mr. Cross. 

MR. CROSS: TI have seen it. 


MR. SHEPLEY: Q.—Then we will 
have the ledger here in the morning, 
but in the meantime just tell me ex- 
actly what was done with that $10,- 
000. A.—$2,000 of it was paid to Dr. 
Oronhyatekha. . 

Q.—Why was that paid to him? A. 
—As his share of future profits. 

Q.—As his share of future profits? 
A.—His share of profits on the syndi- 
cate. 

Q.—What profits? A.—Profits on 
the syndicate. 

Q.—You mean his share of this for- 
feit? That is the specific thing you 
are thinking abeut? A.—That is the 
specific thing I am thinking about. 

Q.—He was entitled to what pro- 
portion of the $10,000? A.—"7e 
would be entitled to one-fourth of the 
profits, whatever they were, when the 
concern was wound up. 
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Q.—Were you having a current ac- 
count of expenditures that you did 
not unload on the trust company when 
you turned over the lands, or was this 
$10,000 a thing by itself, which was 
not likely to be increased except by 
the addition of interest, and was not 
likely to be diminished by expendi- 
tures of any kind? A.—The $10,000, 
as I tell you, came into the hands of 
the syndicate by virtue of a forfeit 
and was put into the general fund 
and was chequed out as I have told 
you. , 


Q.—When you say it was put into 


a general fund, into what bank ac- 
count was it put? A.—Into the same 
fund that these monies from the For- 
esters’ advances for these lands was 
put. 

Q.—That is in the account of the 
syndicate in the Union Trust Com- 
pany’s books? A.—Yes, that is where 
It is. 

Q.—Now, I begin to get informa- 
tion that assists. This being an ac- 
count which I suppose was a trust 
account at that time, at all events— 
A.—The Union Trust Company were 
acting for the syndicate. 


Q.—As trustees? A.—Yes. 


Q.—And they were receiving and 
disbursing monies for the syndicate? 
A.—And they received and disbursed 
monies at the order of the syndicate. 

amen abe received this $10,000? A. 
—Yes. 

Q.—What did they do with it? 
They paid $2,000 to Dr. Oronhya- 
tekhaP A.—Yes. 


Q.—What else? A.—$7,000 went to- 
wards the payment of interest. 

Q.—That is it was paid over to the 
Foresters in addition to the mortgage 
account? A.—As interest on the 
mortgage account. 

Q.—The mortgage account with in- 
terest would have been that much 
more, if it had not been paid? A.— 
It would have been that much more 
if it had not been paid. 


Q.—And the other $1,000? A.—Part 
of it remained in the fund and went 
for taxes or whatever were the cur- 
rent expenses of administering the 
lands. 

Q.—And all that was assumed by 
the Union Trust Company when it 
took over the lands? A.—AIl which? 

Q.—-All the taxes or current expen- 
diture in conection with the proper- 
ty? A.—All the taxes and current 
expenditure in connection with the 
property was to have been assumed 


Ind. Order of Foresters. 
(George KE. Foster, Ex’d.) 


by the Union Trust Company, which 
to my mind seems just this; suppos- 
ing there had never been any for- 
feit of $10,000, then the Union Trust 
Company would have taken over these 
lands at the original price, plus in- 
terest, plus taxes, whereas $10,000 
was gotten by the syndicate as a for- 
feit and borrowed by no one. The 
$7,000 that went to interest was $7,- 
000 paid, and for which the Union 
Trust Company has to give the syndi- 
cate its accounting. The syndicate 
never proposed to take $7,000 of "its 
own money and thereby pay a por- 
tion of the original cost, interest or 
taxation, because the Union Trust 
Company was to take them over with 
the original cost, at the original cost, 
plus all interest and all taxes that 
accrued, and if we had paid up all 
interest and paid up all taxes, up 
to the time the Union Trust Com- 
pny took them over under our agree- 
ment, the Union Trust Company would 
have had to repay us all that we had 
paid on interest and taxes or princi- 
pal, because their contract with us 
was just a clear simple contract to 
take them over at the price we paid 
in the first instance, plus all charges 
up to the time we would take them 
over. 

Q.—Now that is a proper and use- 
ful explanation, but it does not ex- 
actly answer what was in my mind 
when I addressed my last question to 
you. You were saying the other $1,- 
000 was expended in taxes and cur- 
rent expenditures? A.—It went to 
pay what otherwise we would have 
been obliged to borrow from the For- 
esters, and decrease by that much the 
money which the Foresters would 
otherwise have had to advance. 

Q.—You see you are going away 
ahead of what I was trying to get at. 
What I understand you to say is that, 
being in the trust fund, held by the 
Union Trust Company for the benefit 
of the syndicate, the Union Trust 
Company applied it in paying cur- 
rent expenses and taxes in respect 
of the property? A.—Yes. 

Q.—That was a proper application 
of it at the timeP A.—Yes. 

Q.—Then, as I understand it, when 
the Union Trust Company took over, 
they took over adding the expenditure 
and taxes to which you had them put, 
and therefore made that—is_ that 
right? If it is not right I would like 
to know that it is wrong and why? 
A.—Yes, I see. Your position is that 
the Union Trust Company: 
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Q.—I am not taking a position. I 
am trying to find out? A.—What you 
are getting at is; whether or not the 
Union Trust Company did not pay us 
back that amount? 

Q.—YesP A.—Well, they have not 
paid us back. 

().—That is the situation, you have 
not been reimbursed back? A.—Not 
at all. 

Q.—Coming back again to the $2,- 
480, that represents apparently 25 
cents an acre on the property? A.— 
Yes. 

*Q.—And that you say you have held 
ever since? A.—I have held ever 
since, 

Q.—You will perhaps be good 
enough by the time you get here to- 
morrow to tell me about the history 
of that cheque and perhaps to pro- 
duce the bank account in which it 
appears—that is your own bank ac- 
count? A.—Yes. You are not going 
to give me that cheque. 

Q.—You may take a reference to 
it? A.—If you let me take the cheque 
I can look it up. 

_Q.—I have not the slightest objec- 
tion to that? A.—I am sorry it can- 
not be cashed again. 

Q.—Now you will probably be good 
enough to let us see the bank book 
with the deposit of that cheque? A. 
—TI do not know that I have the bank 
book, but I will see whether or not 
the Standard Bank shows that as a 
deposit, and if it does not I will try 
and find out where it did go, but it 
came to me, and it went to nobody 
else. What I mean to say is that 
there was no sharing of that with any- 
body else. 

MR. NESBITT: The ledger ac- 
counts since 1903, if Mr. Cross had 
taken the trouble to bring it here, 
would show every one of these trusts, 
would it not? 

MR. SHEPLEY: No, I think your 
suggestion is not correct. 

MR. NESBITT: He kept it. 

WITNESS: I have certainly rea- 
lized it, there is no doubt about that 
in the world. (Cheque for $9,920 Ex- 
hibit 564.) 

MR. SHEPLEY: Q.—Had you 
charge of the negotiations for the 
purchase of this property from Mr. 
Whitlaw? A.— In part. 

Q.—With whom was your corres- 
pondence? A.—With Mr. Pritchard. 

Q.—That is still in existence, of 
course? A.— I do not know. 

Q.—Where would it be? A.—TIf it 
is in existence it would be in the 
Union Trust Company. As trustee 
they will have the papers. 
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Q.—You believe it to be still in ex- 
istence? A.—I would not say wheth- 
er it was or not, but if it is in exis- 
tence that is where it would be. 

Q.—You never destroyed it? A.— 
I have no recollection of having des- 
troyed it. There was nothing in it 
to destroy. 

Q.—You would not destroy corres- 
pondence upon a business matter? 
A.—No, that ought to be somewhere. 


Q.—You do not suggest that it has 
been destroyed? A.—I do not sug- 
gest it, no. 

Q.—And it ought to be with the 
Union Trust Company, you think? A. 
—Yes. 

Q.—You were conducting the cor- 
respondence for the trustee, for the 
syndicate? A.—Yes.. : 

Q.—Then had you any arrange- 
ment with Mr. Pritchard with repect 
to your own remuneration? A.— 
That was the arrangement with Mr. 
Pritchard. Mr. Pritchard’s price for 
that land was $5.25 cents which we 
refused to give, and he made exactly 
the same proposition that was made 
in the other, that he did not want to 
lower the price of his lands, that he 
wanted to keep the sale price up, 
but that if we would take those lands 
he would rebate one-half of his com- 
mission, which was 25 cents, his com- 
mission being 50 cents. 

Q.—You took 25 cents not 123 
cents? A.—25 cents on $9,920, makes 
$2,480. That is the 25 cents. 


Q.—You did not take half, you 
took it all, apparently? A.—I took 
half, his commission was 50 cents. 

Q.—You said 123 in the other case? 
A.—yYes, but that is not this case. 

Q.—You said they were precisely 
the same? A:+—I said that, but 1 
supposed you knew I meant they were 
each carried on on the same basis. 
They could not be the same because 
they were different properties. 

Q.—Do you say his commission was 
50 cents? A.—Yes, and in the other 
case, 25 cents, in which he rebated 
123. 

Q.—In addition to this $2,480 Mr. 
Pritchard would get another $2,480? 
A.—That was his claim. 

Q.—That was his claim out of his 
principalsP A.—You cannot look at 
a piece of land out of a railroad car 
out there, without someone wanting 
commission for it. It is the greatest 
place for comm/’ssions I ever saw. 
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Q.—That was that transaction as 
you remember it, and as you give it 
to.wus .. A. es. 

Q.—Will you be good enough to 
follow that cheque and find out where 
you got it cashed, and find out what 
shape it was in and what shape it is 
in now and the money which is repre- 
sented by it? A.—Oh, I can give you 
that. The money that is represented 
by that is held by the syndicate for 
a final accounting. 

Q.—I want to find out where the 
money is now, if you can give it? A. 
—Yes. 

MR. SHEPLEY: I have not heard 
from the witness Fowler at all. I 
think I am justified in asking your 
Honors now for an order to commit 
Mr. Foster.: 

WITNESS: Not me. 

MR. SHEPLEY: I beg your par- 
don. I meant Mr. Fowler. It slip- 
ped off my tongue. 

THE WITNESS: It is quite par- 
donable. 

JUDGE MacTAVISH: Has he a 
solicitor? I understood at one time 
a solicitor appeared for him. 

MR. SHEPLEY: That was Mr. 
Lefurgey. We heard from Mr. Lefur- 
gey about certain litigation. I see in 
the newspapers a statement that that 
is either settled or about to be set4 
tled. He has solicitors in that tran- 
saction, of course. Mr. DuVernet’s 
firm are acting for him in that litiga- 
tion. 

JUDGE MacTAVISH: You can 
probably make some further inquiries 
during the adjournment. You have 
the telegram from him, and as far as 
one can read between the lines of the 
telegram, he certainly intended to 
come here. JI think you should have 
some inquiries made as to his where- 
abouts. The solicitors in the other 
case ‘might have some knowledge of 
his whereabouts. 

MR. SHEPLEY: I will make in- 
quiries in the meantime. 

(The Commission adjourned at 4.30 
p.m., October 9th, till October 10th at 
10.30 a.m.) 


EIGHTY-THIRD DAY. 
MORNING SESSION. 
Toronto, Wednesday, 10th Oct., 1906. 


INDEPENDENT ORDER OF 
FORESTERS. (Continued.) 


MR. SHEPLEY: Before the ordin- 
ary proceedings commence, I have a 
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telegram this morning, sent as a 
night messagé, purporting to come 
from Mr. George W. Fowler, and 
dated at Winnipeg. In the telegram 
he says ‘“‘Will be in Toronto Friday 
morning.’ Now that is as it may 
be. I do not at all take it for granted 
that Mr. Fowler’s tardy attendance 
here upon his subpoena will be con- 
doned by his appearing here on Fri- 
day morning, and that of course 
would be dealt with when Mr. Fow- 
ler does come. In the meantime I 
am considering—and shall mention it 
later to your honors—the propriety 
of having a Bench warrant, which will 
at all events secure his attendance 
here, telegram or no telegram. 


JUDGE MacTAVISH Yes. 


MR. SHEPLEY: I want formally 
to file copy letter 23rd May from Mr. 
Stevenson to Sir John Boyd, (Exhibit 
565.) 


GEORGE E. FOSTER, recalled. 
Examined by Mr. Shepley: 


Q.—This I omitted to put before 
you yesterday, if you will just help 
me with this for a moment. This 
purports to be a statement of the 
other investments in addition to 
those we were talking of yesterday, 
on the 3lst December, 1905. Just 
glance your eye over them? A.— 
Yes... 


Q.—In addition to the $449,109.68, 
shown as investments in United States 
securities yesterday, there is the sum 
of $911,505, face value, of invest- 
ments in the following: Kamloops 
Lumber Company—I am _ speaking 
now of the 3lst December, 1905— 


Kamloops Lumber Co....... $315,000 
Alexandra Palace, shares.. 150,000 
Alexandra Palace bonds .. 180,000 
The Improved Realty Com- 

pany’s Preference stock. 60,000 
Union Bank of Canada 


SUNS ete) PU ne I Een A 168.600 
Northern Bank of Canuda, 

Bares, yataice. Lee 5.000 
Nanaimo Bonds ............... 26,005 
Crows. Nest «Passe. ..5. 0.1.2.0 12,500 

Orva total of VA $911,505 
which added to the ......... 449,109 68 


Makes a total of ....$1,360,614.68 


(Statement exhibit 566.) That is 
the amount shown under the heading 
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‘assets’? in the fifth annual report, 
(Exhibit 554.) That is the report of 
the 30th December, 1905 under the 
title ‘‘Bonds, stock, debentures.”’ 
That is an analysis therefore of that 
asset. Now Mr. Foster I want just 
to have it made clear. You remem- 
ber yesterday speaking of two trans- 
actions by way of giving up on the 
Bor of the Montague Syndicate? A. 
—Yes. 

Q.—That is yielding? A.—yYes. 

Q.—What was the nature of the 
first? A.—There were three parcels 
of land, as I recollect it, which we 
canvassed yesterday, that had been 
bought after the original purchase by 
Dr. Montague of the 44,000 acres, 
and these had been purchased also for 
the same syndicate, and to go under 
the same mortgage arrangement, but 
I do not know what led to it, except 
possibly the idea that that was grow- 
ing too large, as far as the quantity 
of lands was concerned, and that it 
had better be surrendered and passed 
over to the Union Trust Company, 
and that suggestion, from whatever 
source it came—and I am not sure 
that it did not come from Dr. Oron- 
hyatekha himself—but from whatever 
source it came, it was canvassed, and 
although I set out my objections as 
being what I may call an outside par- 
ty to it, and how it affected me, I 
however acquiesced in that, and in 
the end I cheerfully acquiesced. 

Q.—As you said, in the end you 

acquiesced cheerfully? A.—But I ac- 
quiesced more cheerfully in that be- 
cause I supposed that that would make 
thoroughly firm the carrying out of 
the transaction with reference to the 
44,000 acres. That is the original 
purchase. 
* Q.—Let me see if we have that 
quite correctly. The syndicate had 
made certain purchases, or were pro- 
posing perhaps to make certain pur- 
chases in addition to the original 
lands which had been bought? A.— 
No, had actually made and paid mon- 
ey on them. 

Q.—Do you know whether’ the 
agreements were in existence at the 
time this transaction was made? A. 
—That I cannot tell, but I know they 
were purchased and the Wpayments 
were made upon them by the Forest- 
ers. 

Q.—You know they were purchased 
and payments had been made upon 
them? A.—yYes, by the Foresters. 

Q.—Then some pressure was 
brought to bear, you do not recol- 
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lect whether it was from one side or 
the other, whether it was because you 
were getting too much land, or wheth- 
er Mr. Stevenson was urging his ob- 
jection? A.—I do not know wheth- 
er Mr. Stevenson—I do not recollect 
Mr. Stevenson in that matter; if I 
have any recollection about it cer- 
tainly the suggestion did not come 
from him, and if I have any recol- 
lection about it it is this, that Dr. 
Oronhyatekha talked with me about 
it, and Mr. McGillivray. 


Q.—Can you give us the gist of the 
conversation that took place? A.—I 
think it was this, that probably there 
were too many of these lands being 
acquired by the syndicate, and it 
would be better to forego any right 
we had in them, and turn them over 
at the cost to us; that is at the ori- 
ginal cost for the acreage to the 
Union Trust Company, which at that 
time was purchasing lands. 

Q.—Now I ask you to go back a 
little further, and let me refer you to 
the minute of the 3rd of June, 1903? 
A.—Yes. 


Q.—That was a meeting at which 
the New Ontario Farm and Townsite 
proposition was madeP A.—Yes. 


Q.—And you will remember there 
was another proposition that you 
laid before the Board on that occa- 
sion, which was this; the first was in 
reference to the New Ontario Farm 
and Townsite Syndicate Company, 
and the second was with reference to 
the lands under option to the Eastern 
and Western Land Corporation, Lim- 
ited? A.—Yes. 


Q.—Then in connection with the se- 
cond propusition the General Man- 
ager was authorized to purchase up 
to 50,000 acres at a price not to ex- 
ceed $5.75 per acre? A.—That is the 
transaction we discussed before. 


Q.—That is followed by a minute— 
I call your attention to that, by a 
minute on the 23rd June; on motion 
it was resolved that the Board ap- 
proved of the purchase under its di- 
rection of lands in the North West 
Territory, as follows: 9,600 acres in 
township 44 at the rate of $5.75 per 
acreP A.—Yes. 


Q.—And 36,480 acres in township 
48, and so on, at $4.90 per acre, with 
$2,000 commission thereon, payment 
therefor being divided into six equal 
parts, and the interest is to be 6 per 
cent.? A:—Yes. 
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Q.—And it is understood that at 
any time the whole amount can be 
paid off and will be received by the 
vendors? <A.—Yes. 

Q.—You had purchased those lands 
from whom? A.—Which lot are you 
referring to? 

Q.—Il1 am speaking of the 9,600 
acres, and the 36,480 acres, or if you 
make a distinction, by all means do 
it. I do not want to prevent you 
from doing it? <A.—Just there will 
you say whether that small lot re- 
ferred to in the second minute is or 
‘is not the same as was authorized to 
be bought at the preceding minute. 
My impression is they are the same 
lot. 

Q.—I have not been going upon 
that hypothesis. ‘‘In connection with 
the second proposition the General 
Manager was authorized to purchase 
up to 50,000 acres at a price not to 
exceed $5.75 per acre,’’ and then the 
Eastern and Western Land Corpora- 
tion is referred to in that? A.—Yes. 

Q.—Then follows, ‘‘It was resolved 
that the Board approved.of the pur- 
chase under its direction of land in 
the Northwest Territory as follows.”’ 
That is what I have just readP A.— 
I think that small lot is the same in 
both minutes. 

Q.—What minutes are you referring 
to? A.—The two that you have read. 

Q.—What you’ mean is that the 
9,600 acres is the—— A.—The pur- 
chase made on that first authoriza- 
tion from the Eastern and Western 
Land Company. 

Q.—Then there is added here—I do 
not know that it is very material— 
36,480 acres? A.—That was another 
purchase, but the first minute auth- 
orized me to purchase from the East- 


ern and Western Land Company up - 


to 50,000 at $5.75, and there is a con- 
firmation of a purchase of 9,000 acres 
odd at $5.75. That exhausts all that. 
I think I have not looked into the 
documents, but IT should say that that 
9,600 acres exhausted all that was 
taken out of that 50.000 acre limit. 

Q.—I think I understand you now. 
That is you say that was the only 
land that was bought at the limit? 
A.—Yes. 

Q.—But what I want to point out. 
and I want to see whether you will 
not sav that—it seemed to me to be 
so—that the 36,480 you had purchased 
under this authority, although it was 
a smaller price? A.—No, I do not 
think so, 

Q.—Where do you get the authori- 
ty? A.—I get the authority there. 
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Q.—There is a typographical mis- 
take here. The word vapptardde 
ought to be ‘‘approves’’?? A.—Yes. 

Q.—That is what misled me. What 
I was thinking was that you had 
probably purchased in the interim? 
A.—No, no. 

Q.—And that the Board was then 
approving of it? A.—1 had a right 
to purchase in the first minute, and 
then the price was — 

Q.—You had a right to purchase 
up to that amount? A.—Yes, 

Q.—And you purchased that 9,000 
odd? A.—Yes, about 10,000 acres 
was all that was purchased from the 
Eastern and Western or Ontario and 
Saskatchewan. 

Q.—I want you to look at this 
agreement, so that you may not be 
under any misapprehension. It is an 
agreement which is marked at the top 
‘cancelled,’ and it is dated 30th 
June, 1903? A.—Yes. 

Q.—It is executed by John Aird 
and by the Union Trust Company by 
es hand as General Manager? A. 
—Yes, 

Q.—You recollect probably what 
that is? A.—No, I do not. 

Q.—First we look at the schedule. 
I may tell you it purports to be a 
transfer from John Aird of .Winni- 
peg, Bank Manager, the gentleman 
you mentioned yesterday? A.—Yes. 

Q.—And the Union Trust Company, 
Limited, of the second part? <A.— 
Yes. 

Q.—Let us look first at the schedule 
of the lands. The schedule of the 
lands shows 46,080 acres? A.—Yes. 

Q.—Can you tell whether’ that 
acreage is the same acreage as is re- 
ferred to in the resolntion? A.—I 
conld not tell you: without taking the 
descriptions. 

Q.—I will help you with that. The 
9.600 acres in the resolution is town- 
ship 44, Range 6. west of the fourth 
meridian? A.—That is the 9.960. 

Q.—No, 9,600. Jf you will jnst fol- 
low me from that tick down: there 
is the 44. 6th, west 4th. Tf you 
count that acreage from there down 
you will find it is exactly 9.600? A.— 
Yes, the descriptions are the same. 

Q.—I call your attention to the 
fact that this is marked ‘‘cancelled’’ 
so that you may not be misled by it, 
if there were any possibility of that, 
but this purports to be an agree- 
ment between Aird and the Union 
Trnst Comnany, transferring both 
these parcels of land, the 9.600 acres 
and the 36,480 acres to the Union 
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both, 
Q.—Do you recollect the transac- 


tion as it was then carried out? A. 
—No, I do not recollect it except as 
it was brought up by that. 

Q.—The 9,600 was from the Hastern 
and Western Land Company? A.— 
Yes. 

Q.—From whom was the balance 
bought? A.—The balance was bought 
from Aird. He was trustee for the 
lands through Mr. Scott, who has 
since died, of the firm of Scott & 
Scott. 

Q.—-They were interested, the Scotts 
were interested, in the Eastern and 
Western Land Company, were they 
not? A.—Yes. Mr. Scott himself 
was instrumental in selecting all those 
lands for the Eastern and Western 
Land Company. ‘ 

Q.—Can you say whether or not 
Scott had not just as much title to 
the balance of this sale, the 36,480 
acres, as the Eastern and Western 
Land Company had to the 9,600 acres? 
A.—I do not know what you mean. 

Q.—-You bought from the Hastern 
and Western Land Company the 9,~ 
600 acres? A.—Yes, that is what I 
assume was done. 

Q.—The conveyancing shows it was 
Aird who conveyanced it? A.—Yes. 

Q.—They had it under option from 
Aird? They bought it from him? 
A.—Yes. 

Q.—The other land was conveyed 
similarly from Aird, but were not the 
Scotts possessed of the same title with 
respect to that as the Eastern and 
Western Land Company to the other? 
That is under Aird. Have they not 
an option or agreement with him? 
A.—I could not say certainly, but I 
would say the Scotts had an option 
from Aird for the larger portion, and 
that they had the option from Aird 
for the Eastern and Western or On- 
tario and Saskatchewan, I would not 
say which, but whether it had passed 
from Scott & Scott to the Hastern 
and Western in relation to the small- 
er part before or not I could not say. 
Something must have happened, be- 
cause I see that is marked ‘‘cancell- 
ed.’’? but have you the document which 
really passed the acreage in the end— 
the contract? 

Q.—The conveyancing all comes 
from Aird? A.—Yes, because he was 
trustee for the whole batch. 

Q.—He was trustee for the original 
vendors, but not for the Eastern and 
Western Land Company or the On- 
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for the original vendors. 

Q.—Do you happen to remember 
who the original vendors were? A. 
—No, I do not, but no doubt they are 
all in the records of the Kastern and 
Western Land Company. You must 
recollect I have not looked up these 
things since the time of the transac- 
tion. Without looking through the 
papers I could not tell you exactly 
what the meaning of these things is. 
is. 

Q.—There are only two or three 
questions I want to ask you about 
it. It is a little complicated, but I 
must try and make it plain upon the 
record. Now there is a recital here 
that certain gentlemen named Smith, 
Chevrier, Benueto, Manahan, all of 
Winnipeg, became the purchasers of 
the lands set out hereto annexed 
from the O©.P.R. really prior to the 
lst of June. Would you recall those 
namesP A.—I would not recall one 
of them. 

Q.—I am given to understand that 
although four were named there were 
actually ten and that Scotts were 
one of them. That you do not know 
about? A.—No, I do not. I did not 
know one of them at the time. 

Q.—That recites. that Smith and 
others on the Ist of June, 1903, en- 
tered into an agréement with the 
parties of the second part—that is 
the Union Trust Company, Limited, 
for the sale to them of the said land 
at $4.90 per acre, $4.00 per acre 
being the full price payable to the 
Railway Company—(Reads agreement). 
That looks like a sale by Smith and 
others through their trustee Aird at 
an advance of 90 cents ‘on what they 
had paid to the C.P.R. or were to 
pay? A.—That would appear from 
that document. 

Q.—That you understood at the 
time? A.—I think I _ understood 
about the purchase price by the ven- 
dor and the price asked by Aird, and 
being agreed to by Aird. 

Q.—Do you know where the docu- 
ment is that is referred to as the 
document of the Ist day of June, 
1903? A.—I do not know. 


Q.—That we have not been able 
to find. That seems to have been an 
agreement between Smith and the 
other three and the Union Trust 
Company? A.—If you had asked me 
whether we had ever made an agree- 
ment with Smith and company 
through the Union Trust Company I 
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would say that that I did not recol- 
lect, 

Q.—It dropped out of sight? A.— 
Yes, it dropped out of my mind at 
least, if it ever existed. 

Q.—We have got Aird’s position 
with respect to this. In what ca- 
pacity were the Union Trust Com- 
pany buying? A.—That batch 

Q.—The whole of it? A.—tThe 9,- 
000 acres, buying for themselves. 

Q.—The 9,600 buying for them- 
selves? A.—Yes. 

Q.—And also the other? A.—Yes. 

Q.—Any trustee with respect to 
the other purchases? A.—No, these 
were purchases they were making for 
themselves outright. 

Q.—You have observed, no doubt, 
that the price to the Union Trust 
Company fixed by this document is 
$4.90 all round, not $4.90 as to the 
large block and $5.75 as to the small 
block. You have observed that from 
what I have read to you? A.—Yes, 
but that is a cancelled document, and 
must have been cancelled for some 
reason, and what the reason is I can- 
not tell now. 

Q.—And you cannot at the present 
moment explain why -when you were 
buying at $5.75 the smaller block, why 
the consideration for the whole is 
put at $4.90? A.—I cannot explain 
that at all, but there is evidently 
some reason for it being cancelled, 
and I would like to see what the docu- 
ment ultimately 

Q.—I am going to show you that. 
T do not think I will take up your 
time by going through it in detail, 
but there is one thing I will ask you 
about. ‘‘The ultimate profit on both 
parcels’? (Reads from agreement.) A. 
—Those are the vendor’s prices. 

Q.—You see that the first payment 
and the second payment each repre- 
sents exactly 1/27th. Do you remem- 
ber the reason for that? A.—No. 

Q.—You do not recall that at all? 
A.—No. 

Q.—That is the 30th June. Then 
there is another thing I want to call 
your attention to here that bothered 
me a little and made me think there 
must be a document of the Ist of 
June as stated, and that this was 
partly copied from it. You see this 
recites that Smith and others on the 
21st Tulv, 1993. assiened and trans- 
ferred to Aird, the party of the first 
part, all their interest in the purchase 
money, and also all their title to the 
lands. Now the &lst Tyly would not 
come for a month after this docu- 
ment bears date? A.—There were 
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some things in it which made it ne- 
cessary to cancel it. 

Q.—Possibly the conveyancing, 
though dated 30th June, may not 
have been complete until the title 
was got in on the 3lst July? A.— 
That might be so. 


Q.—Then there are two other docu- 
ments to which I want to call your 
attention, and they are both dated 
30th June, and they were made ori- 
ginally between Aird and Montague 
ek see that—and so executed? A. 
—Yes. 


Q.—Subsequently the name Mon- 
tague is struck out as grantee and 
the Union Trust Company put in? 
A.—Yes. 


Q.—And that is in respect of an 
area of 10,240 acresP A.—Yes, dif- 
ferent area and different descriptions. 


Q.—On the same day is a similar 
conveyance, similarly executed and 
similarly altered—I point that out to 
you—and conveying still another area 
of 8,960 acresP A.—Yes. 


Q.—Now, do you recollect that? 
Does seeing these’ documents bring 
back anything to your recollection? 
Both of these have the same recital, 
or a similar recital, that Smith and 
others on the Ist June entered into 
an agreement with the party of the 
second part. Is anything recalled to 
you by seeing the document? A.— 
The only thing that occurs to me is 
this; that these are two parcels of 
land that had been bought for the 
syndicate and that when the decision 
was come to to pass over to the 
Union Trust Company, that instead 
of Montague’s name the Union Trust 
Company’s name was_ substituted 
with the consent of the other party. 

Q.—It was rather an awkward way 
of doing it? A.—That is all I know 
about that. 

Q.—That is the only suggestion it 
occurs to you to makeP A.—Yes, I 
think you will find that is so. 

Q.—You think these lands were the 


_ lands which were being purchased for 


the Montague syndicate? A.—Which 
were first purchased for the Montague 
syndicate, and then instead of draw- 
ing out new papers entirely with 
transfers, one name was struck out 
and another put in. 

Q.—And executed by the Union 
Trust Company? A.—yYes. Lawyers 
have ‘a short way of doing things. 

JUDGE MadTAVISH: Not | 


ways. 
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WITNESS: Sometimes. Thats xs 
the only explanation I can think of. 

Q.—If you take the 9,600 acres at 
the $5.75, as was done in this document 
we showed you yesterday, and the 
55,680 acres at $4.90 per acre, you 
get the constituents of the 55,680 by 
ading together the two altered docu- 
ments and the larger area in the 
first? A.—Yes, that bears out my 
suggestion. 

MR. SHEPLEY: I put in these 
two documents, agreement 30th June, 
1903, John Aird, Union Trust Co., 
Limited, respecting 8,960 acres. Ex- 
hibit 567. Agreement 30th June, 
1903, John Aird and Union ‘Trust 
Company, Limited, respecting 10,240 
acres. Exhibit 568. 

Q.—Before taking the next docu- 
ment in its order we come to the min- 
utes. I desire to use the original 
minutes, as there are erasures in 
this which do not explain themselves. 
On the 19th April, 1904, this minute 
occurs, ‘‘Descriptions, reports and 
maps of certain lands in Manitoba 
and the Northwest Territories were 
laid before the meeting, and on mo- 
tion of Colonel Davidson, seconded by 
Col. McGillivray, it was resolved that 
the General Manager be authorized 
to purchase for the company the 
following lands at the prices, and as 
of the dates indicated? A.—Yes. 

Q.—First the Battle River Lands, 
township 45, range 25, and so on, 
containing 8,960 acresP A.—Yes. 

Q.—Then thirdly—I will pass se- 
condly for the moment—thirdly, town- 
ship 46, range 8, containing 10,240 
acresP A.—Yes. 

Q.—You identify those two parcels 
with what we have just been speaking 
aboutP A.—Yes. 

Q.—Then fourthly, Carrot River 
Lands, townships 45 and 46, each 
containing 20,480 acresP A.—Yes, 
those are the Bettes lands. 

Q.—Those are the lands you got 
_ from the Ontario, Manitoba and Wes- 
tern? A.—Yes. 


Q.—Then the Swan lands? A.— 


Those are the Whitlaw lands. 

Q.—What was the genesis of this 
meeting of the 19th and this resolu- 
tion? A.—I have already explained 
it to you. 

Q.—What you have been telling me 
about2 A.—Yes, and at that meeting 
there was carried out what had been 
suggested and agreed to. ; 

Q.—That is that the Montague syn- 
dicate should— A.—No, no. 
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Q.—What was it that was sugges- 
ted? A.—Just what appears on the 
face, and just what I told you, that 
so far as all purchases made after the 
original purchase of the 44,000 acres, 
that they should not be any longer 
handled by the syndicate, but handed 
over to the Union Trust. 

Q.—That was the suggestion put 
forward by Mr. StevensonP A.—No, 
I think the doctor and Mr. McGil 
livray. They talked it over with me 
and I assented. 


Q.—Do you say—because I want 
you to give your attention very care 
fully to this point, as you do to every: 
thing—will you say that it was not in 
the conversation that then took place 
indicated that the Montague syndi- 
cate should cease to exist as a borrow- 
er from the Union Trust Company? 
A.—Absolutely not—oh, as borrower 
from the Union Trust Company—we 
never borrowed from the Union Trust 
Company. 

Q.—From the Independent Order 
of Foresters? A.—It certainly was 
not. It was simply, as I told you be- 
fore, a giving up of the extra lands 
we had taken since the original pur- 
chase, and I more willingly assented 
to that, because I thought the rest of 
it would be secured, and that my 
equities, which had assumed a form 
which was rather important to me, 
would be preserved. 


Q.—Then you quite appreciate— A. 
—QOh, I understand your question. 


Q.—You quite appreciate the point I 
am putting to you, which is this; 
was not the principle which was then 
objected to applicable to one class of 
land as well as the other? A.—It 
may have been applicable to one as 
well as the other. At that time it was 
time it was not the principle; it was 
the question whether we were carry- 
ing too much on that mortgage or 
not. The conclusion was that there 
were too many lands, and that we had 
better not carry them. I am perfectly 
clear on that and I reserve nothing. 


Q.—Was there anything done by 
way of transferring from the Mon- 
tague syndicate to the Union Trust 
Company the interest in the lands 
that are covered by this resolntion we 
see upon the minutes, and those two 
altered conveyances? A.—I_ think 
that was all. I think that would con- 
vev it. 

(j.—You think that ‘vruld be all? 


A.—Yes. 
™~ 
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Q.—You know of no other docu- 
ment in respect of those lands? A.— 
No, I think that made the complete 
transferral from one to the other as 
of the date that the Montague Syn- 
dicate purchased them in the first 
place. 

Q.—I cannot ask you about the 
other till I see the original minutes. 
There appears to have been here also 
the 20,480 acres. That was intended 
of course to be covered? A.—Which? 


Q.—That is the largest area in the 
Aird sale? A.—AIl was intended to 
be covered outside of the original 
purchase. 

Q.—The $4.90 areaP A.—Yes, all 
were intended to be covered except 
the original purchase. 

Q.—You do not quite know why 
this has been erased? A.—Has _ it 
been erased ? 

Q.—It has been erased in the copy 
given to me. I have not the original 
yet. You see there is the 20,480 acres. 
You see there is 20.480 acres here and 
here. That may be a duplicate? A.— 
Yes, it is a duplicate. 

Q.—-Then it does cover the whole 
of itP A.—yYes, it was inserted twice 
and then erased. 

Q.—After that 29th April, 1904, 
these lands were the property of the 
Union Trust Company? A.—From 
that date. 

Q.—And any interest of the Mon- 
tague ‘Syndicate in them was extinct? 
A.—Absolutely extinct. 

Q.—Do you recollect that letter? 
A.—That calls to mind the circum- 
stance. I think I call to mind a 
communication of that kind in that 
sense. 


Q.—I will read this and then you 
will explain it to us. This is the 5th 
December, 1904, and is a letter from 
Messrs. Hough, Campbell & Fergu- 
son, of Winnipeg, solicitors. It is 
addressed to yourself as Manager of 
the Union Trust Company and 
states: ‘‘Our attention has been 
called to a mistake that was made in 
the agreement entered into between 
Mr. Aird and yourself, and of which 
we only Jearned a few days ago. It 
wonld seem that in the agreement 
made between your company and the 
late Mr. Scott acting on behalf of 
the Eastern and Western Land Com- 
pany, one township of the land in 
question was purchased by your com- 
pany at the rate $5.25 per acre, and 
not at $4.90 ner acre, as mentioned 
in the agreement which was drawn up 
by us and execnted.’? (Reads letter 
down to the words ‘‘and if so we will 
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have the agreement amended accord- 
ingly.”” Exhibit 569.) A.—That 
would account for the cancellation. 
A.—What does he mean by saying 
that the land was purchased by your 
company at $5.25 per acreP A.— 
That was the price we paid to the 
Eastern and Western for that. 


Q.—I thought it was $5.75? A.— 
If you will recollect the minute on 
that that we had in evidence and 
that we discussed, the price was $5.75, 
but we were to pay interest on such 
part of it, on $5.25— 

Q.—Which was what it cost them? 
A.—Yes, and the 50 cents extra made 
up the price of $5.75 which we paid 
them. 

Q.—This letter says it was at the 
rate of $5.25 that you were paying the 
Eastern and Western. You _ were 


really paying them $5.75? A.—Oh, 
I do not know about that. 
Q.—You did pay $5.75? A.—Yes, 


we did pay $5.75. As to his under- 
standing of what we paid, I do not 
know. 

Q.—This letter pointing out this 
matter is inaccurate? A.—It is in- 
accurate so far as saying it was $5.25 
instead of $5.75. 

Q.—Now we come to the document 
which seems to arrange itself as fol- 
lowing that. You will observe this 
is the old document of the 30th June, 
with the exception of the alteration 
in the price of the one block of land. 
It is put $5.25 per acre instead of 
$4.90 as it was in the other. The two 
blocks are separate, one left at $4.90 
and the other put at $5.25. You 
observe that? A.—Yes. 

Q.—The date is left the same, and 
there are two schedules. separate, 
36,480 and 9.600 acres? A.—Yes. 

Q.—You observe that? A.—Yes. 

Q.—This appears to have been exe- 
cuted, and you have not any doubt I 
suppose that that was in consequence 
of the letter? A.—Yes. 

MR. SHEPLEY: The one marked 
‘*cancelled’? and the one I have just 
put in will go in as one Exhibit. 
(Exhibit 570.) 

Q.—Then to clear it up, I have 
here the statement which Mr. Cross 
has prepared for me of how the other 
50 cents an acre was paid. It was 
paid in October, May and June; cer- 
tain discounts were taken for cash 
which when added to the cash paid 
makes up exactly $4,800? A.—Yes. 

Q.—That was paid in addition to 
the $5.25? A.—Yes, making up the 
price $5.75. 
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Q.—And to whom did that goP A. 
—That went to the Eastern and West- 
ern Land Company. 

' Q.—Was there any agreement upon 
the subject of how this 50 cents an 
acre was to be paid? A.—No. 

Q.—No written agreement about 
that? A.—No. 

Q.—Because Mr. Cross points out 
that the indications are that it is 
payable in six instalments of $800 
eachP A.—Yes, and paid off with a 
discount. 

Q.—That was only a verbal arrange- 
ment? A.—Yes, I suppose so. It 

would have borne interest if allowed 
to remain, or if we paid interest— 

Q.—But you were not to pay inter- 
est? A.—No. 

Q.—Had you any written agreement 
upon thesubject?A.—I do not know. 

Q.—Because all the written agree- 
ment you have got is at $5.25? A. 
—The only thing I remember at the 
present time was the authorization 
on the proposition that was presented 
at $5.75, you have that in the min- 
utes of the Union Trust Company. 

Q.—But there was no written agree- 
ment between you and Aird, or be- 
tween you and the Hastern and West- 
ern Company covering that? A.—I 
do not think’ so. That is, I do not 
remember of any. If it is not in 
these documents there was none. 

Q.—You were officially connected 
with both bodies? A.—yYes. 

Q.—And probably looked after the 
interests of both in that respect? A. 
—Yes; having, it must be clearly un- 
derstood, the authorization of the 
Union Trust Company to make the 
payment as shown by their minutes. 

MR. SHEPLEY: I will put that 
in. (Exhibit 571.) That will show 
how the 50 cents was arrived at. 

Q.—There was a question I wanted 
to ask you about these minutes. You 
observe that certain dates are men- 
tioned here. The company is to 
purchase the following lands at the 
prices and at the dates indicated. 
Township 45, June 30th? A.—That 
is the date upon which it was bought 
by the syndicate. 

Q.—The Carrot River lands on Oc- 
tober 15th? A.—Similarly. 

Q.—And the Swan River lands 31st 
December? A.—Similarly. 

Q.—That was all arranged accord- 
ing to the fact? A.—Yes. 

Q.—Then came the time when you 
unwillingly parted with the original 
land? A.—In the face of my unwil- 
lingness they were parted with. That 
is the way I would like to have it put. 
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Q.—You say in the face of your un- 
willingness they were parted with. If 
you are satisfied with the way you 
put it yesterday we will leave that? 
A.—Yes. 


Q.—At that time these very lands 
were vested in the Union Trust Com- 
pany as trustee for the Montague 
‘syndicate. That was the title ‘to 
them? A.—Yes. 


Q.—The trustee was the Union 
Trust Company. It held the lands as 
trustee for the Montague syndicate, 
subject of course always to the Fores- 
ters’ martgage. That is right is it 
not? A.—That is indicated by the 
terms of the mortgage itself? — Yes, 
that is right. 

Q.—And the mortgage is inP A. 
—Yes. 

Q.—Then the transaction apparent- 
ly took this form, that the Union 
Trust Company conveyed the land to 
the New Montague syndicate, that is 
Mr. Montague, Mr. Biggar, Mr. Kit- 
son, Mr. Grantham, Mr. Gauld, and 
Mr. John Montague? A.—That is 
another transaction that takes in—I 
was going to say it took in more than 
the Montague lands, but go on, we 
will see how it goes. 

Q.—So it does. At any rate all 
the conveyancing that was done in 
respect of the Montague lands _ is 
found in this document, with one ex- 
ception, which I will show you in a 
moment. I want to have your assent 
to it so that I can have it establish- 
ed? A.—If the book says so. 

Q.—The book does not say it is 
the only one, but do you know of any 
others? A.—No, I do not know of 
any others. 

Q.—This was dated Ist of January, 
1906, and it includes not only the 
Montague lands, but certain lands be- 
longing to the Union Trust Company 
beneficially ? A.—Yes. 

Q.—And the method that was 
adopted was to.dispose of these lands 
at a fixed price per acre to the new 
syndicate? A.—Yes. 

Q.—To realize a profit? A.—Yes. 

Q.—And the transfer that was made 
to the new syndicate involved the as- 
sumption by the Trust Company of 
the Foresters’ mortgage? A.—Yes. 
(Transfer Exhibit 572.) 

Q.—Montague himself was a trus- 
tee in respect of the Montague syn- 
dicate, was he not? The dealings 
were in his name? A.—The original 
dealings were in his name, and after 
they had gone on a certain time I 
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thought it would be better if the 
Union Trust Company were made a 
trustee and the transactions were car- 
ried on in that way. 

Q.—But the Union Trust Company 

under the conveyancing which we put 
in some days ago had ultimately to 
account to Montague as trustee for 
the syndicate? A.—yYes. 
‘ Q.—I see that Montague on the 30th 
of December, 1905, executed this docu- 
ment which was in duplicate. Were 
you aware of this before? A.—What 
is the document ? 

Q.—It is a release. You were the 
Managing Director of the Union 
Trust Company. On that date 30th 
December, 1905, you were still active- 
ly managing the Union Trust Com- 
pany? A.—TI was. 

Q.—You have not forgotten about 
this, have you? A.—Well, I have. 

Q.—You see this purports to be an 
absolute release, ‘‘He grants releases 
and quit claims unto the Union Trust 
Company all the estate, right, title 
and interest, claim and demand what- 
soever, both at law and in equity.’’ 
A.—Is this the original document? 

Q.— I think so? A.— If it is the 
original document you do not find my 
handwriting there. 

Q.—You must have known about it 
at the time. I was asking you if you 
had forgotten it? A.—I do not re- 
collect ever to have seen that docu- 
ment. While saying that I do not 
say that I was not aware that that 
was the intention, and I had, as_ I 
have told you several times, made my 
protest against it so far as I was con- 
cerned, now I would like to see the 
original document and see whether I 
had ever signed it. 

Q.—This is the document? A.—Is 
that the original document? 

Q.—Yes, this is the document I am 
speaking of. This is in duplicate? 
A.—And it is just simply a release by 
Montague? 

Q.—Yes? A—I do not think I 
ever saw that document. 

Q.—You were aware of it? A.— 
Yes. 

MR. SHEPLEY: I put that in. 
You need only mark one part of it, 


and then we can substitute a copy of 
it. (Exhibit 573.) 


Q.—When you say you were aware 


that was the intention, what did you 
mean that you understood was the in- 
tention, or what was the intention you 
understood? A.—I understood it was 
the intention of Dr. Oronhyatekha, 
and McGillivray, and Dr. Montague 
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acquiescing in that, to dissolve that 
syndicate, and let it go to its original 
elements, and that would let me go, 
and my equity in that would be en- 
tirely destroyed, and I presented my 
case very emphatically to Mr. Ste- 
venson, I remember, and Mr. McGil- 
livray and I pointed out what I 
thought was the injustice to me as far 
as my equities were concerned. It 
was however carried out, and as I 
said yesterday, against unwilling as- 
sent, but I do not know’ what the 
legal position is now. Dr. Montague 
has made the assignment. 

Q.—When you say against your un- 
willing consent, would you not change 
that and say with your unwilling con- 
sent? A.—yYes, anything that will 
make it strong in the sense that I 
mean it. 

Q.—Let us look at this and get the 
hang of this bookkeeping. This  ac- 
count on page 207 seems to have been 
opened in the name of Dr. Montague 
Land Trust, and afterwards North- 
west Land Syndicate, that is the Mon- 
tague syndicate is it not? A.—Yes. 

Q.—Then you see that account is 
closed out by a balance of $531.30, 
by real estate $531.30 on the debit 
side, and on the credit side by real 
estate there is a large amount—but 
if you do not understand about the 
bookkeeping I do not want to ask 
you? A.—I do not understagd. . 

Q.—You do not understand what 
bookkeeping method was adopted in 
the books of the Trust Company, in 
regard to this property from _ the 
Montague syndicate to the Trust Com- 
pany? A.—No. Our accountant 
could tell about that. If I had pay- 
ments and receipts I could tell where 
that came from and where that went 
to. 

Q.—You do not know about the 
method of bookkeeping that was adopt- 
ed for the purpose of closing that? 
A.—No. 

Q.—The Montague Trust account 
seems to have continued after April, 
1904? A.—Yes. 

Q.—That would be in respect of the 
retention of the original land? A.— 
Yes, it carried out my evidence in re- 
gard to that. 

Q.—And that seems to be closed 
out by a payment, ‘‘real estate, Mon- 
tague, $163.98.”’ That is a complete- 
ly closed account apparently? A.— 
Yes, that would be closed-at the date 
there, December 28th, 1905. That 


2660 ROYAL COMMISSION ON 


83rd day, October 10, 1906. 


would be when the final transfer was 
made by Montague. 

Q.—Then you are not able to ex- 
plain that? A.—I would rather not 
go into that. 

Q.—I think it is better for you not 
to go into it if you do not understand 
it: unless you could help me with it. 
Now, have you made any inquiries 
since you were here yesterday, with 
regard to that cheque? A.—Yes, it 
was exactly as I supposed it was. 
That cheque was deposited to my ac- 
count and I went to the bank this 
morning and it was found and that 
was written on it. 

Q.—It was deposited to the credit 
of your account in the Standard Bank 
on the 6th February, 1904? A.—Yes, 
the same date that it was received. 

Q.—Would it be convenient for you 
to let me have the pass book? A.— 
I haven’t it. 

Q.—You haven’t any pass-book? A. 
—No. 

Q.—Will it be convenient for you, 
then, to give me a direction to the 
bank to examine the account? A.— 
To examine the account with refer- 
ence to that? 

Q.—Yes? A.—Certainly. 

Q.—Is it there yet, Mr. Foster? 
A.—No, it has had many metamor- 
phoses since that. 

Q.—Is it there in the bank? A.— 
No, it is not. 

Q.—Is it in any other bank? A. 
—Yes. 

Q.—What other bank is it inP A. 
—Well, now, I will not say it is in a 
bank, but I will say this, that that 
and more is available at any instant. 

Q.—That is not exactly what I ask- 
ed? <A.—Well, that is all I can give 
you, Mr. Shepley. 

Q.—Is it not just put away there, 
waiting the time when you make your 
adjustments. You have used it? A. 
—QOh yes, certainly. I had just as 
much right to use that as Dr. Oron- 
‘hyatekha had to use the $2,000 that 
he received. 

Q.—Perhaps you had? 
was my view of it. 

Q.—Do you happen to know what 
he did with his? A.—I do not. I 
never asked him. He put it to some 
good purpose, I warrant you. 

Q.—And I suppose you did too? 
A.—I tried to, but one can never tell 
how a thing is coming out until it 
comes out. 

Q.—Then the cheque is now put in 
(Exhibit 574) and as you say you will 
let us, if we desire, examine the bank 


A.—That 
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account with regard to it? A.—With 
regard to that transaction, certainly. 


Q.—And with regard to its either 
going out or not going out of the 
account? A.—yYes, you can trace that 
as far as the Commission wants these 
moneys traced, to the very end. 

Q.—Well, then did you examine 
the disposition made of the $5,000 
that is marked commission? A.—Yes, 
T chequed out $1,250 to Mr. McGil- 
livray, the same to Dr. Montague and 
the same to Dr. Oronhyatekha and 
left $1,250 in my own account. 

Q.—Now, with regard to that $5,4 
000, you were entrusted with that 
money, that $25,000 by the Foresters 
for the purpose of purchasing lands 
to add to their security? A.—That 
money was money advanced by the 
Foresters to be paid on lands pur- 
chased for the syndicate. 

Q.—With the intention, on the part 
of the Foresters, that it should be 
employed in bringing lands under 
their mortgage? A.—Yes. 

Q.—That it should be expended in 
that way? A.—Yes. ; 

Q.—Well, then, if that is so, Mr. 
Foster, how do you justify diverting 
$5,000 of it to some other purpose? 
A.—Well, you may say we diverted 
$5,000 of it to some other purpose, or 
you may say we paid out of the credit 
which we had of the $10,000 that had 
come to us and which was placed on 
the books to that account. 

Q.—Let us face the thing as it is. 
You paid it out of this $25,000 and 
out of no other fund? A.—It was 
paid out of that, but at the same time 
in that same syndicate account there 
was $10,000 to our credit. 

Q.—I am coming to that in a mo- 
ment. There was not $10,000 to your 
credit if you will bear with me for 
saying so; there was $1,000 less cer- 
tain disbursements, to your credit. 
$2,000 of that ten had been given to 
the Doctor and $7,000 of it had been 
paid and applied upon your mort- 
gage, so you had not $10,000; do not 
put it that way, please; you had what 
was left of the $10,000, if you like? 
A.—Let me see the dates of those pay- 
ments, will you? 

QO} Yes: 

MR. NESBITT: The $7,000 was ° 
paid afterwards. Months afterwards. 

MR. SHEPLEY: We will see? A. 
—What was the date of the covering 
in of the $10.000? 


MR. NESBITT: October 1st, 1903? 


A.—This payment was not made until 
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December 15th, the first one, and Feb- 
ruary 2nd, the second one. Months 
after that credit was put to us. 


MR. SHEPLEY: We will get it 
just the way it is. We do not want 
it any other way. The $10,000 which 
was afterwards forfeited, was received 
on the Ist October? A.—That was 
received. That is the date of it be- 
ing transferred to this account as act- 
ual cash. 

Q.—That is, you received, less cer- 
tain law costs? A.—$163. 

Q.—You received $19,836.40 on the 
Ist October? A.—Yes. 

Q.—And when did you become en- 
titled to forfeit that? A.—It was 
forfeited when it was put there. It 
came there by virtue of the forfeit. 

Q.—I thought they had paid, you 
the money and when they did not 
carry out the contract you forfeited 
it? A.—No, I will tell you my under- 
standing of it, which I think you will 
find is correct. The forfeit was not 
put up in the Union Trust Company ; 
the forfeit was put up in the bank 
where the transaction was to be car- 
ried out and it remained there until 
they carried out or did not carry out 
the transaction. When they did not 
carry out the transaction it became 
forfeited and at that very moment it 
was put to our credit here. It was 
actual money but not contingent at 
that time. 

Q.—Can you get for me the Green 
and Thiedan contract so that we can 
examine the terms of it? A.—I sup- 
pose it is—but the fact is certainly 
there that it was a forfeit and that 
it came into our possession. 

Q.—All that I am asking you is 
whether that contract is available? 
A.—I think so. 

Q.—Where would it be? A.—It 
would be in the Union Trust Com- 
pany, I think. It may be with the 
Foresters. I don’t know where those 
papers are. : 

Q.—At all events you haven’t it? 
A.—I haven’t it amongst my papers, 
no. 

Q.—Then you paid out certain small 
sums, out of that. Some registration 
charges, some telegrams; trustees’ 
fees to date. Is that the Union Trust 
Companv? A.—Yes. 

(.—Then certain drafts and then 
on the 28th December the two cheques 
for the $2,000 and the $7,000 go out? 
A.—The 28th December, that is right. 

Q.—Now those were the cheques of 
the Union Trust Company, of course? 
A.—Yes, drawn on this account. 


Ind. Order of Foresters. 
(George E. Foster, Ex’d.) 


Q.—Drawn under your instructions? 
A.—Yes. 


Q.—And what you were intending 
to do was to give the doctor $2,000 
of that and to pay the other $7,000 
on account of the loan? A.—JInter- 
est on the loan. 


_ Q.—And you paid that where you 
intended to? A.—Yes, 


Q.—And you intended to reduce the 
mortgage liability by that amount? 
A.—Yes. 

Q.—You had always intended to do 
that, had you not? That was the 
destination which you intended it 
should go to, the $7,000 was to go to 
reduce, as you say, the interest upon 
your mortgage? A.—Well, we had 
to pay the interest on our mortgage. 

Q.—Do you still say, Mr. Foster, 
that you were at that time thinking 
of that $7,000 or $8,000 or $9,000, 
when you took the $5,000? A.— 
Well, we knew that we had that in. 

Q.—Were you thinking of it? 
Were the two things connected to- 
gether at all in your mind? A.—I 
cannot remember at this distance whe- 
ther they were or were not. 


Q.—Tell me again, because I did 
not quite grasp your meaning yester- 
day, what present rights you conceive 
that the Montague syndicate has in 
any part of that $7,000, and on what 
grounds you put itP A.—Well, the 
ground is this, that these lands were 
to be taken over at the primary cost 
of the lands as bought by Dr. Mon- 
tague for the syndicate plus all in- 
terest, taxes, costs and charges up 
to the time when they were taken 
over, that is the intention being that 
the Union Trust Company should get 
them at just exactly what the lands 
cost us, taking all these things into 
consideration, when the transfer was 
made. That if we had paid $100,000 
on that mortgage as a payment on 
those lands, that when the Union 
Trust Company under that agreement 
took them over, it would be bound to 
account to us for the $100,000 which 
we had paid. It was no nart of the 
agreement that they shonld take over 
the lands at the original cost less a 
third or a quarter or a tenth or a 
single dollar of what we had paid on 
monevs we had not borrowed from 
them or moneys we had ent from any 
other source. They would have been 
obliged to account to us for the &100.- 
000. They are, to my mind. ohliged 
to account to us for the $10.000 in 
exactly the same way, as it was the 
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syndicate’s money, and not the money 
ot the Foresters. 

Q.—Was there anything said about 
the syndicate emerging from the trans- 
action with a personal profit? Was 
that suggested by anyone? A.—In 
the arrangement for taking over? 

tie A.—No, not that I know 
of. 

Q.—That was not suggested by 
anybody? A.—No, not that I know 
of, barring my protest. 

Q.—Leaving that out of the ques- 
tion for the time being, you were to 
emerge from the transaction without 
personal profit, as you understood it, 
the Trust Company stepping into 
your shoes? A.—Well, now you put 
it one way. 

Q.—Is that the fair way to put it? 
A.—I don’t think that agrees-with my 
way of putting it. ; 

Q.—I know it does notP A.—My 
way of putting it was, and my under- 
standing of it was that the Trust 
Company should pay at the time they 
took over those lands, what the lands 
cost when they were first purchased, 
plus all interest, taxes and expenses, 
charges, up to the date that they took 
them over, and that, if in any way, 
or from any source payments were 
made of any amount, that that was 
not to accrue to the benefit of the 
Union Trust Company. 

Q.—Then let us just proceed with 
that a little bit further. You have 
already told me that no suggestion 
was made that you should emerge from 
the transaction with a profitP A.— 
Now, let me take that back, because 
I did not see the singular ingenuity 
of your question just at that time. 

Q.—You do not have to see ingenu- 
ity in questions; all you have to do 
is to understand them and. answer 
them? A.—I have to answer them 
as I understand them. 

Q.—Didn’t you understand what I 
meant? A.—Well, no, I see now ex- 
actly where you are drifting. 

Q.—I am not drifting? A.—I will 
answer that question again, if you 
please, but my answer to it is the last 
statement I have made, which I can 
make no clearer and no fuller. 

Q.—I will ask you to say, at the 
time these negotiations were going 
on, whether anybody from beginning 
to end ever suggested that the syn- 
dicate should emerge with a profit? 
A.—I don’t think anyone ever sug- 
gested that the Union Trust Company 
should do other than pay the original 
cost of the lands plus all charges up 
to the time when they took them over. 


Ind. Order of Foresters. 
(George EH. Foster, Ex’d.) 


Q.—You are too keen, Mr. Foster 
— A.—I am not too keen. I am 
simply honest. 

Q.—You have not heard what I am 
going to say. You are too keen not 
to appreciate that you are not address- 
ing yourself to my question? A.— 
You put your question in a certain 
way, and I give the exact truth as 
my answer, 

Q.—You should answer it yes or no. 

MR. NESBITT: He is not bound 
to answer yes or no. 

MR. SHEPLEY: My learned friend 
should not interrupt. ; 

MR. NESBITT: I think I should 
in this instance. 

MR. SHEPLEY: No, my learned 
friend has no right here, except 
courtesy. . 

WITNESS: Has my counsel no 
rights here at all? 

MR. SHEPLEY: Except by cour- 
tesy, none? A.—Then that throws 
a very lurid light over this discussion 
in the phase which it has assumed at 
the present time. 

Q.—To go back to my question. 
From beginning to end of these ne- 
gotiations, did any person engaged in 
them suggest that the syndicate, or 
any member of it should emerge from 
the transaction with a profit? You 
can say yes or no to that, surely? A. 
—I do not recollect of any such sug- 


gestion. 
Q.—Very well, then, that is an- 
swered. The Union Trust Com- 


pany, of which you are the Manager, 
was keeping a trust account, the re- 
sult of which from day to day showed 
what is sometimes spoken of as the. 
book value of the trust assets. That 
is right is it not? A.—The books. 
would show if a full account is kept, 
yes. 

Q.—What is called the book value? 
A.—Yes, 

Q.—And the book value of that as- 
set would take into account the fact 
that you had lessened your expendi- 
ture upon the lands by means of this 
forfeit, would it not? A.—It would. 

Q.—And was it not the understand- 
ing that that book asset was what the 
Union Trust Company should acquire, 
so that you would be at no expense? 
A.—No, the understanding was, as I 
understand it, absolutely what I told 
you, that the Union Trust Company 
did not propose to make any profits 
to itself, it proposed to give exactly 
what the lands cost plus taxes, in- 
terest and all expenses of their ad- 
ministration up to the time that they 
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took them over. Now, I can repeat 
that a dozen times, if you wish Mr. 
Shepley, but that is my mind. 

Q.—That is your contention, at all 
events? A.—Yes, that is my conten- 
tion. 

Q.—Have you taken any steps to- 
wards asserting this right? A.—I 
have not, as yet. I have made my 
protest in my humble way. 

Q.—You have not taken any steps, 
but your protest was against some- 
thing else, you know; your protest 
was against their taking the lands 
away from you? A.—My protest was 
against the destruction of my equities. 

Q.—We are talking for the present 
only of this $10,000? A.—Well, I 
have an equity in that. 

Q.—That you think is one of your 
equities? A.—Yes. 

Q.—I thought you were objecting 
upon a larger ground? A.—So Il 
was. I did not narrow myself to 
simply the $10,000. 

Q.—Did you call attention, while 
the transaction was going on to this 
$10,000 at allP A.—I am not sure 
whether I did or not. 

Q.—Cannot you be sure whether 
you did or notP A.—No, I cannot 
be sure whether I did or not. My 
impression would be that I did talk 
it over with some of them. 

Q.—And what was the result of 
your talking it over? A.—The re- 
sult you see. : 

Q.—That is that they did not ac- 
cede to the proposal you were putting 
forward? A.—I put no proposal for- 
ward. Do not put words in my 
mouth, Mr. Shepley. I put no pro- 
posal forward. 

Q.—You made a suggestion or made 
a mention of this $10,000? A.—Yes, 
I may have made mention of that. 

Q.—And the result of your making 
mention was that your making men- 
tion did not make any impression? 
A.—The transaction was carrie 
through and on this basis, that the 
original value of the lands plus the 
taxes and interest and expenses should 
be the figure at which the Union Trust 
Company should take them over. The 
Union Trust Company never proposed 
to profit by the syndicate. They got 
properties from the syndicate, bought 
when lands could be bought at $3.50, 
which have been sold since for $15 
per acre, and the Union Trust Com- 
pany was not quite mean enough, I 
think, to propose to take money out 
of the pockets of the syndicate; it 
got the lands under those conditions. 
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Q.—The syndicate was not mean 
enough when they yielded their con- 
sent in the end, to want to take pro- 
fits out of the Union Trust Company, 
either? A.—The consent was that 
they should be taken over at the fig- 
ure and under the conditions I have 
named. Now, if you want me to 
name those again, I will. . 


Q.—I do not want you to name them 
again. You made a statement about 
the Union Trust Company not want- 
ing to make profit out of the syndi- 
cate. I ask you if it was intended 
that the syndicate should make profits 
out of the Trust Company? You 
have said already, I think, that it 
was not? A.—We were not making 
profits out of the Foresters or the 
Union Trust Company. 

Q.—You were making, if your con- 
tention prevails, profit out of the ex- 
istence and operations of your syn- 
dicate to the extent of $10,000? A. 
—We were not making any profits 
that came in any way out of the For- 
esters or Union Trust Company. 

Q.—I did not say so. You were 
making profits out of the existence and 
business of your syndicate? <A.— 
Well, we were a syndicate and had a 
right, I suppose, to our profits, if 
we made any. 

Q.—I have not said anything with 
regard to that in my question. I 
have pointed out that you were in 
fact upon the hypothesis that you are 
contending for, making a profit out 
of your existence and operations as 
a syndicate. That is all I am point- 
ing to you. Will you assent to that? 
A.—But we were not making that out 
of either the Foresters or Union Trust 
Company. I will assent to your ques- 
tion in the affirmative with that codi- 
cil added. 

Q.—Very well, that will do. You 
do not, perhaps, recognize that you 
were in a position to offer these lands 
for sale and forfeit the contract, by 
the use of the money of the Foresters? 
That your ownership was dependent 
upon your having borrowed money 
from the Foresters? You do not re- 
cognize that as a factor? A.—I do 
not suppose a borrower is a beggar. 
If he makes an arrangement with a 
man to take money from him and pay 
him what he charges, it is his money 
and he is entitled to all the profits he 
can make out of it. 

Q.—You do not recognize that as 
a factor? A.—TI recognize it in this 
way, that if I borrow money from 
a man and pay him his interest, that 
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money is mine and any profits that 
come out of it are mine, legitimately 
and rightly. 

Q.—Then you do not recognize that 
as a factor in the determination of 
the question as to whether you are 
entitled to that $10,000 or not, that 
does not enter into it in your mind? 
A.—I do not follow your question on 
that. 

Q.—You have said you are entitled 
to the $10,000; that is your conten- 
tion? A.—Yes, 

Q.—I ask you whether it will make 
any difference in your contention if 
you take into consideration the fact 
that you were speculating with or 
using the money of the Foresters in 
your enterprise? A.—No, it would 
not. 

Q.—Then it is not a factor. Now, 
Mr. Foster, are there any other 
transactions in which you have been 
concerned either for the Poresters or 
for the Union Trust Company, in 
which you have received moneys un- 
der similar circumstances, either by 
way of commission or by way of re- 
duction in price? A.—None. 

Q.—You say there are no others 
than those that have been mentioned? 
A.—Yes. ' 

Q.—You know of none, ¢ven of the 
kind that you have spoken of? A. 
—None, no. 

Q.—That is all that I have to ask 
Mr. Foster at the present time? A. 
—Am I now free? 

Q.—I do not know that I can say 
that in an unqualified way. I hope 
still to examine Mr. Fowler, and 
something may arise out of his ex- 
amination which may make it desir- 
able that I should call you again, but 
I trust not? A.—TI feel like saying 
this, Mr. Shepley, if I may be allow- 
ed, that I have been here a little 
more than a solid month, right close 
by your elbow, ready to be investigat- 
ed. TI have not been able to do any 
business or attend to my own work 
in that time and I think I ought to 
give you fair warning that I am go- 
ing about my own business now and 
if you can get me you can, but I am 
not going to stay around here. How 
does that snit P 

Q.—I hope we will not have to call 
you again, but I cannot undertake, 
of course. 


JUDGE MacTAVISH: Mr. Foster 
can be discharged and he may be re- 
called on notice. 

WITNESS: One more thing I wish 
to say. A statement which was made 
by Mr. Shepley this morning puts 
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the matter in a stronger light than 
I would have dared to put it. He 
stated this morning that my counsel 
has positively no right here. , 

MR. SHEPLEY: Except by cour- 
tesy, I said. 

A.—He is simply here by courtesy, 
and I am deprived in this investiga- 
tion—if you will call it an investiga- 
tion—of all the benefit of cross ex- 
amination independently by my coun- 
sel. Now in reference to that I think 
I may well ask, your Honor and your 
Commission to be allowed to make a 
short statement in my own way, fram 
this box, with reference to my trans- 
actions in this matter, so that I at 
least may have the satisfaction of! 
spreading on the minutes and getting 
before the country—in so far as it 
can go—my own connected view of 
the matters which have been brought 
up. I think I can make that in 
about half or three-quarters of an 
hour, if you will give me that time 
some time this afternoon. ? 

JUDGE MacTAVISH: Do you pre- 
fer not to do it now? A.—TI prefer 
not to do it now. 

MR. SHEPLEY: You are not, per- 
haps, aware, Mr. Foster, that through- 
out this inquiry I have been careful 
to put any questions that have been 
suggested to me by anyone’s counsel? 
A.—But as a lawyer you know how 
very unsatisfactory that would be to 
you, if you were conducting a pro- 
secution. 

_Q.—tLet us not talk about prosecu- 
tions. 

JUDGE MacTAVISH: This is not 
a prosecution, Mr. Foster. 


MR. SHEPLEY: If Mr. Nesbitt 
eye any questions should be ask- 
e 

MR. NESBITT: I would say this, 
if you will permit me. I would only 
suggest that Mr. Foster’s case differs 
to this extent, perhaps, from any you 
have had, except, perhaps, one or two, 
and I have no doubt that the Com- 
mission and Mr. Shepley will see it 
in the light that I am about to put 
it. Mr. Foster occupies—it is idle to 
dispute—one of the most prominent 
positions in public life in this country, 
and therefore, as stated in English 
Commissions, one or two of which I 
read to you, to an extent the inquiry 
takes on, necessarily has taken on, 
under your Honor’s ruling, an ap- 
pearance of personal reflection as it 
were. In those cases in England the 
Commissioners have allowed—as a 
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matter of fact in two cases which 1 
will be happy to show my learned 
friend,—the counsel, so far as that 
was concerned, to interfere and cross- 
examine witnesses: Take, for in- 
stance, this discussion that: is gotten 
up about the note-book or whatever 
it is, the minute book. That, of 
course, enemies of Mr. Foster can put 
in a very ugly and unenviable light, 
until he can make his statement. 
And so about one or two other mat- 
ters. I shoula think your Honors 
and Mr. Shepley would welcome from 
him a statement as to those. That 
is all I can say. I think Mr. Shep- 
ley will agree with me. 


MR. SHEPLEY: No one is con- 
troverting that; no one has suggested 
that Mr. Foster should be denied the 
privilege he asks. 


JUDGE MacTAVISH: Not at all. 
I thought he understood so. 

MR. SHEPLEY: I would not think 
of suggesting that Mr. Foster should 
not speak as freely as he thinks 
proper. 

MR. NESBITT: He desires to get 
his thoughts together, that is all, in 
order not to make them too long. 


MR. SHEPLEY: You have not sup- 
posed, Mr. Foster, that I was ob- 
jecting to your making a statement? 
A.—Oh no, I have not. I will be pre- 
pared to make that statement any 
time this afternoon, before the ad- 
journment. I am sorry I cannot 
make it just now. If you insist I 
could blunder through it, but I would 
like to put it shortly. 

JUDGE MacTAVISH: I think you 
can make it shorter if you think it 
over. I need not ask you to remem- 
ber that anything that is already 
sufficiently clear you can eliminate 
from the statement? A.—Except, 
your Honor, that a connected state- 
ment is sometimes much more useful 
than where it is disseminated through 
this everlastingly long series of state- 
ments and it takes a very happy 
mind or intellect to pick out and dis- 
play the truth from all these docu- 
ments; so that IJ may repeat shortly 
what has been stated in the evidence, 
but I will try and not take any more 
time than is necessary. Anyway the 
Government pays for it and the Gov- 
ernment has a surplus. 


MR. SHEPLEY: I do not under- 
stand that you are intending to bring 
any other documents? A.—No, I am 
not going to bring any new matter 
before you. 


Ind. Order of Foresters. 
(George E. Foster, Ex’d.) 
(Matthew Wilson, Ex’d.) 


Q.—Is there in existence and in 
your possession anything throwing 
light upon the matters we have been 
examining and that we have not seen? 
A.—No, you have searched me right 
through. 

Q.—I put in the two cheques, for 
the $2,000 and the $7,000, of the 
Union Trust Company, one dated the 
28th and the other the 29th of De- 
cember (Exhibit 575.) (A memoran- 
dum re Land Purchase by the Union 
Trust Company and Syndicate filed 
as Hxhibit 5753.) 


MATTHEW WILSON sworn, ex- 
amined by 

MR. SHEPLEY: Q.—You practice 
the profession of law at Chatham, 
Mr. Wilson? A.—Yes. 


Q.—What was your first introduc- 
tion to any of the subjects into which 
we have been inquiring here? A.—I 
suppose it would be at the time I 
agreed to become a director of the 
Union Trust Company. 


Q.—You had something, I think, 
to do with the negotiations that pre- 
ceded the formation of the Union 
Trust Company? A.—Yes, that was 
before I agreed to become a director 
of the Union Trust Company. Inde- 
pendent of that. 


Q.—In what way, in mat capacity 
were you brought into those negotia- 
tions ? A.—As representing a body 
of men who were on the Provincial 
Trust Company Board or liable for 
the Provincial Trust Company’s af- 
fairs. 

Q.—Were you a member of the 
Provincial Trust Company? A.—I 
think I was a shareholder to the ex- 
tent of $5,000 paid up. 

Q.—Were you on the Board? A.—I 
think so. Not at its inception. 

Q.—At the time of the negotia- 
tions, however, you were on the 
Board? A.—Yes. 


Q.—And you were interested with 
your co-directors in the management 
of the affairs of the Provincial Trust 
Company? A.—yYes, but not in this 
particular matter that I speak of. 

Q.—What matter are you speaking 
of ? A.—That is which led to the 
members of the Executive Committee 
of the Provincial Trust Company re- 
questing me to take up the purchase 
of the stock and the sale of the com- 
pany to some other company or some 
other individuals. ' 


2666 ROYAL COMMISSION ON 


83rd day, October 10, 1906. 


Q.—Then do you say that your first 
introduction to the matter was at the 
instance of members of the Board and 
of the Executive Committee of the 
Provincial Trust Company? <A.— 
Yes. . 

Q.—That was your first connection 
with the matter? A.—Yes. 

Q.—And I understand you to say 
that in their approaching you you 
were not filling the capacity yourself 
of a director? A.—No. 

Q.—Will you just explain that a 
little. Your co-directors came to 
youP A.—Yes. 

Q.—And do you say they did not 
come to you as a director? A.—No. 

Q.—Why do you say soP A.— 
What I say is this, I was not on the 
Executive Committee of the Provin- 
cial Trust Company. There were 
several gentlemen who were on the 
Executive Committee. They had ob- 
tained an opinion from Mr. Blake in 
regard to a certain matter which I 
think you will not want to inquire 
into, which led them to desire to pro- 
cure control of the Provincial Trust 
Company and to wind it up or trans; 
fer the business. 

Q.—Do you or did you then disas- 
sociate yourself altogether in relation 
to that transaction from your direc- 
torate? A.—Oh, yes, there were only 
a few of the directorate interested in 
that transaction. 

Q:—Don’t you think the whole 
Board of Directors was interested? A. 
—No, and did not at the time. 

Q.—It was not a transaction that 
involved the interests of the company 
at all, do you say? A.—Well, it did 
not involve the interests of the com- 
pany as I understand it, except in 
so far as it involved the interest of 
the members or certain members of 
the Executive Committee. 

Q.—Why did they want to get con- 
trol? In order to increase the effi- 
ciency of the management? A.—No. 

Q.—In order to benefit the com- 
pany? A.—In order to benefit the 
shareholders and in order to free 
themselves from liability. 

Q.—‘‘Benefit the shareholders?’ I 
should call that benefiting the com- 
pany? A.—Well, I didn’t understand 
you. 

Q.—The transaction that you were 
consulted about involved the interest 
of the shareholders of the company? 
A.—Yes, certainly. 

Q.—And do you still say notwith- 
standing that, that you were disasso- 
ciating yourself from your capacity 
of director in approaching and deal- 
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ing with that transaction? A.—Yes. 
Perhaps I misunderstood you or you 
misunderstood me. I meant that in 
dealing with that transaction I was 
acting as agent or solicitor and not 
as director. 

_ Q.—That is the way you were act- 
ing? A.—yYes. 

@.—You were then, as you said, not 
concerning yourself in your capacity 
as director with the transaction, but 
in your capacity as agent for certain 
shareholders or certain directors? A. 
—Yes. Of course, don’t misunder- 
stand me, I was a director at the 
time. 

Q.—I know you were a director. 
Then what was the thing that you 
were consulted about? Give us that 
a little more carefully? A.—How 
best to stop the business of the com- 
pany and wind it up, in the interests 
of the shareholders, or to transfer it 
to some other company or institution. 

Q.—How best to wind up the Pro- 
vincial Trust Company, or how best 
to transfer its business to some other 
company or institution? A.—yYes. 

Q.—Where were you consulted? A. 
—In Toronto. 

Q.—And who were the gentlemen 
who consulted youP A.—There were 
Mr. John Flett, Sheriff Widdifield, 
Sir Richard Cartwright. I consulted 
him in Ottawa. S. F. McKinnon. It 
is pretty hard for me to remember 
these names. I have not refreshed my 
memory. I think Mr. Reuben Milli- 
champ. I cannot recollect any more 
names, but I think that those repre- 
sent about the men. I may be one 
or two out. 

Q.—Where did they consult you? 
A.—In the same place where the 
Union Trust Company afterwards 
opened their office. 

Q.—What office was it thenP A. 
—It was then the Provincial Trust 
Company’s office. 

Q.—Then they consulted you in the 
Provincial Trust Company’s office. 
How did you come to be there? A. 
—Except Sir Richard Cartwright. 
na I said I went to Ottawa to consult 

im. 

Q.—How did you come to be in the 
Provincial Trust Company’s office? 
A.—They sent for me. 

Q.—How do you mean they sent for 
~you? A.—I don’t know exactly how 
it was. But no doubt by letter, or 
it may have been by telegram. 

Q.—Do you remember? A.—No, I 
do not. 


INSURANCE. 


SESSIONAL PAPER No. 66 


83rd day, October 10,-1906. 


Q.—Have.you any letter? A.— 
No. I have got every paper that my 
clerks could find in connection with 
the matter, and they are all here in 
my bag, but I am satisfied there will 
be no such letter, because I would not 
keep such a letter. 


Q.—Did you sometimes attend meet- 
ings of the Provincial Trust Com- 
pany’s directors? A.—Yes. 

Q.—Were you here about a direc- 
tors’ meeting? A.—I was here from 
time to time about directors’ meet- 
ings and I think I was a fairly regu- 
lar attendant. Of course they were 
held very seldom. 

Q.—Do you undertake to say that 
you were not in Toronto on the busi- 
ness of the Provincial Trust Company, 
among other things, when this mat- 
ter was first broached? A.—I think 
IT could almost say with certainty, 
yes, because I, as a director, did not 
know anything about it. You see 
that company was run by having a 
large directorate and then an execu- 
tive committee to do the business. 
Well, the larger directorate met, ac- 
cording to my recollection, seldom. 
The executive committee would meet— 

Q.—As frequently as the business 
demanded? A.—yYes, that is about 
it. 

Q.—Is it saying too much, before 
passing from that, to say that the 
Provincial Trust Company was not 
justifying its existence? A.—Well, 
IT don’t think that would be saying 
too much. At all events that would 
be my opinion. sy 

Q.—And you were of that opinion 
at that time? A.—I had come pretty 
well to that opinion. I eannot say 
that I was of that opinion at that 
time. 

Q.—But you were on your way to 
that opinion? A.—yYes, I had $5,000 
in it for a long time, and I think I 
had never received a cent of income 
or dividend from it, and, as you say, 
I was on my way to that opinion. 

Q.—To the opinion that the com- 
pany was about at its finishP A.— 
Well, not that; I should not say that; 
there was nothing like insolvency or 
anything of that kind, but as you say, 
as managed it was not justifying its 
existence. It ought either to stop or 
to be managed better; that was my 
opinion. 

Q.—Then the meeting between vour- 
self and these gentlemen took place, 
and will vou tell me what took place 
atithatbumectine ? «).A.—It sua lone 
time ago and I will not pretend to 
be accurate, but what took place at 
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that meeting was, in effect, to ask 
me to see and do the best I could 
for the shareholders, and-we discussed 
to see what the stock was really in- 
trinsically worth and then I was given 
authority to set out and do what I 
could. 


Q.—First, ways and means were dis- 
cussed, the best course to take in the 


interests of the shareholders was dis- 
cussed? A.—Yes. 


Q.—Did you come to a conclusion 
about that at that meeting? A.— 
Yes, I came to a sufficient conclusion 
to enable me to advise them—if I 
could do it, I did not know whether 
I could carry out what I wanted to 


do—but I made up my own mind 
what I would try to do. 
Q.—And what was that? A.—That 


was not to wind up the company, 
but to transfer it to some other in- 
stitution. 

Q.—Then the sense of the meeting 
was that you should see what you could 
do in that direction? A.—yYes. 

Q.—Then what did you do? A.— 
I went to different parties and dis- 
cussed the matter. I think I discuss- 
ed it myself with a view of turning 
it, I think first to the Canada Life. 
A discussed it with Mr. Bruce. 

Q.—What were you to turn over to 
the Canada Life, the Trust Company 
as a trust company or its assets as 
assets? A.—As a trust company. I 
do not mean to say that that was 
what I was to turn over to them, but 
that is what I wanted to discuss with 
them. 

Q.—You wanted to discuss 
whom? A.—With Mr. Bruce. 

Q.—With proposing purchasers the 
handing over of the Trust Company? 
A.—As a going concern. 

Q.—As an asset of the purchasing 
institution? A.—Yes. Well, then I 
tried to get into negotiation with the 
Bank of Montreal and I got letters 
of introduction to them at Montreal. 

Q.—I do not want to make too long 
a story of these negotiations? A.— 
It resulted in my getting down to 
work with Mr. William Laidlaw. 

Q.—How did you become introduced 
to him? A.—He had been writing to 
me before, I think some months be- 
fore. He wrote to me, I think, 
early in the summer of 1900 
he had the thing on his mind then I 
think I went to him. 

Q.—What was he writing to you 
about? A.—About trying to buy my 
stock and the other stock or to sell 


with 
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out stock of clients that he represent- 
ed. 
Q.—You say that he was represent- 
ing certain clients. Do you know who 
they were? A.—No, I do not, and 
did not at the time. 

Q.—And he was trying you with a 
buy or sell proposition? A.—Yes, a 
feeler. 

Q.—Have you that correspondence 
among the papers you have hereP A. 
—TI think it is. 

Q.—Will you turn it up for me? 
A.—(The witness produces certain 
documents.) This is marked ‘‘Private 
and confidential’? by Mr. Laidlaw and 
Ll am perfectly content to let you see 
it, but I do not think it ought to be 
made public. 

Q.—We will see. I will not make 
it public at all events without a rul- 
ing. I may have the date noted 
apart from that altogether, may I? 
A.—Yes, certainly. 

Q.—It is dated the 30th July, 1900, 
a letter from Mr. Laidlaw to your- 
self. And a letter of the 2nd August, 
1900, similarly marked, from Mr. 
Laidlaw to yourself? A.—I may say 
that may not be the earliest. I just 
happened to notice those. 

@.—I see letters of your own are re- 
ferred to? A.—No doubt I would 
answer each letter which he wrote. 

Q.—There is a third letter of thé 
27th of July, similarly marked. If 
you look at it, it seems to open the 
correspondence? A.—yYes, I would 
think that that was opening the cor- 
respondence. I feel quite sure that 
when you read those you will see they 
have no bearing. 

Q.—I will pin these together, as 
they are of one class. I hand them 
back to you and I ask you to look 


at them yourself and see whether . 


you make an alteration in your state- 
ment as to what Mr. Laidlaw was 
seeking. Look at the letters and see 
if you modify what you have said? 
A.—I have not read these I may say. 

Q.—Read the Ist letter of the 27th 
July? A.—Yes, that confirms what 
I say, this first letter, that it was that 
correspondence which led me _ subse- 
quently to go to Mr. Laidlaw. 

Q.—That is not exactly what I ask- 
ed you. The purpose for which Mr. 
Laidlaw had opened the correspond- 
ence with you, you stated to be a cer- 
tain thing, that he was feeling you 
either to buy or sellP A.—Yes. 

Q.—Will you change that a little? 
A.—No, I think that is tlearly what 
his meaning is in this letter. 
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Q.—Do you think he was offering 
to buy? Is that the meaning? A.— 
Well, I would read between the lines, 
Mr. Shepley, that it would be that. 

Q.—Oh very well, if you read be- 
tween the lines. I will take that 
answer and for the present we will 
let that lie in abeyance, and I shall 
respect the confidence if I properly 
ean do so. Then, having had this 
previous correspondence which came 
to nothing, I suppose, your mind re- 
verted to Mr. Laidlaw after the con- 
ference which you had had with the 
executive committee? A.—Yes. 

Q.—And did you go to see him or 
commence correspondence with him 
again? A.—I think I went to see 
him, speaking from recollection. 

Q.—Could you fix the date of that 
or have you a docket from which you 
can fix that? A —No, I have noth- 
ing. 

Q@.—You made no entries in the 
matter? A.—No, I would net make 
an entry of a matter of that kind. 

Q.—You did not, at all events? A. 
——No, not that I recollect. I have no 
docket in which I would make such 
an entry. I never made such an 
entry in my life. 

Q.—I thought that you were giving’ 
us to understand that you were be- 
ing consulted by the executive com- 
mittee in your professional capacity P 
A.—yYes. 

Q.—Do you not meke entries when 
you do business in your professional 
capacity? A.—Not in that way. 

Q.—If I went to see yun and con- 
sulted you as to what I was going 
to do about a farm that I don’t own 
and you were going to charge me for 
it, would you not put some entry in 
some docket? A.—Yes. no doubt I 
would. 


Q.—And if I wanted to consult you 
about selling some shares of stock 
would you not put it down in your 
docket? A.—No, I would not. I 
would be more apt to put it down 
in a diary that I carry and then, 
when the stock sale would be com- 
pleted and cleared up I would make 
an entry of the whole thing. 

Q.—Then where do you draw lines 
between non-docketable and docket- 
able entries? A.—Well, I think all 
entries for which you ultimately make 
a charge will be entered in a docket 
before you close the matter up, but 
suppose a man came to me represent- 
ing some company in the city here 
to-day and asked me if I could not in- 
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terest myself and sell that company, 
I would never think of going to my 
office and making an entry in my 
docket then. I would put an entry 
in a diary I would have in my pocket, 
or something of that kind, and in this 
particular case my recollection is that 
I put an entry in some little books 
that I carried in my pocket that I 
got for the purpose, but whether | 
entered right at the start or not I do 
not know, until I look. 

Q.—Perhaps you will find those en- 
tries and they may help us? A.— 
The first entry that I find would, no 
doubt, be subsequent to that time | 
speak about. It is on the 19th Feb- 
ruary, 1901. 

Q.—May I see the entry? <A.— 
Certainly. 

Q.—This is a sort of diary in which 
you keep, apparently, a running ac- 
count of where you go and what you 
do? A.—Yes, that was only in con- 
nection with that particular matter. 
Because in connection with it I fore- 
saw that I would have to travel all 
over the Province, backwards and for- 
wards, and I just kept a little book 
that I could put in my pocket. 

Q.—Is this book concerned with 
that matter, only? A.—I believe so. 
It may have other things in it, but 
not that I recollect. Of course [ 
have not opened that book for years. 
I came out of the Court yesterday 
and had them bundle everything to- 
gether and I came right here. 

Q.—Then this will probably be of 
some utility to us. I will have this 
marked (Exhibit 576.) Is that the 
only book now in which you have en- 
tries of this matter? A.—No. 

Q.—This is a second book in which 
it is continued? A.—I am not: sure 
of that, but they both have entries in 
regard to the same matter. 

Q.—I will have this marked as well, 
(Exhibit 577.) Your entries in this 
book commence with a retrospective 
entry, do they not? A.—I don’t 
know. You can judge that as well 
as I. I don’t recollect it. 

Q.—I am not sure, but you will 
know your own style better than I, 
is that intended for an entry made at 
the time or to be a recapitulation? 
A.—I would think that this first entry 
would be, as it were, retrospective as 
between the 19th February and the 
25th February. I would judge that 
just by reading it; not by recollection. 

Q.—That is the way it struck me. 
bunt T did not know what the facts 
micht be. 

Q.—Now, at this time, the 19th 
February, you commenced to make 
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these diary entries and from that time 
down we will probably get a pretty 
consecutive account of your dealings 
with the matter? A.—I think you 
will, but I am not sure. Of course 
it will be very condensed. 

Q.—No doubt. At the time when 
you met Mr. Laidlaw, I mean the 
time you thought of him as a likely 
person and went to him, what did you 
understand that his position was at 
that time? A.—I1 did not know. I 
had no idea. 

Q.—Did you ascertain from him? 
A.—No, I did not. 

Q.—What did you ascertain from 
hime A.—I ascertained from him 
that he represented clients who were 
willing to consider the matter. 

Q.—To consider the matter of buy- 
ing? A.—Yes. 

Q.—Go on? <A.—That was all, so 
far as the party he represented. I 
did not get from him the slightest 
idea, although I tried to get it, for 
whom he was acting. 

Q.—Would it be before or after 
you commenced making entries that 
you saw Mr. Laidlaw? A.—I think 
quite a while before. ’ 

Q.—But it was after you had re- 
ceived instructions from the execu- 
tive committee? A.—After I had 
been requested—of course, remember 
my first instructions from the execu- 
tive committee were merely to find 
out, to see what I could do, and I 
would come back to them and advise 
them, and then we would set out in 
a definite course of action, with de- 
finite instructions. 

Q.—This first entry looks very much 
like the instructing entry? A.— 
That may be. 

Q.—And if so then the instructions 
took place on the 19th February and 
the interview with Mr. Laidlaw would 
be Jater? A.—Pardon me, I spoke 
of instructions as something that I 
would get from them after I had set 
on and satisfied myself what I could 

0. 

Q.—And there are no entries made 
prior to that? A.—No, I don’t think 
so. I would not expect that there 
would be. 

Q.—You would not expect that you 
would make entries of your travelling 
about for the purpose of finding ont 
what you could do? A.—No, I would 
not exvect so. 

Q.—Did von go to Montreal in con- 
nection with it? A.—No. T did not. 
T got my letters of introduction to 
zo to Montreal. but I did not go, be- 
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cause in the meantime J fell in with 
the other. 

Q.—That is, you fell in with Mr. 
Laidlaw? A.—Yes. 

Q.—Then you fell in with Mr. Laid- 
law very early after your instructions? 
A.—Yes. 

Q.—Now, if you will look at this 
entry—because I want to get some 
starting point—read it through your- 
self and then tell me at what stage 
you were in your negotiations with 
Mr. Laidlaw when that entry was 
made, or on the 19th February rather? 
A.—I would think, just from reading 
the first page of these entries, that 
my introduction to Mr. Laidlaw 
would be possibly between a week 
and a month prior to that, but, of 
course, I am speaking of five years 
ago. 

Q.—Then, what I asked you was, 
will you tell me as nearly as you can 
at what stage the negotiations had 
arrived when the 19th of February 
came? A.,—Only to the stage that 
J thought I could do business with 
Laidlaw. 

Q.—And you did not, at that time, 
know who he was or who was behind 
him? A.—No, I tried to find out, 
but I did not succeed. 

Q.—You had not progressed to any 
length with the negotiations, the dis- 
cussion of terms or anything of that 
sort? A.—No. 

Q.—Well, then what shape did the 
negotiations between you and Mr. 
Laidlaw finally take? A.—You mean 
the result? 

Q.—Yes? A.—It was that we were 
to get in the stock, to pay for the 
stock a certain price. 

Q.—When you say ‘“‘we’’? whom do 
you mean? A.—T mean myself. To 
pay for the stock a certain price, to 
turn enough stock over to Laidlaw fo 
give Laidlaw the control of the com- 
pany and then he, or those whom he 
represented, could assume it, appoint 
their own directorate and control] the 
company. Now, when the executive 
and I were discussing it previously we 
went into the assets of the company 
and we came to the conclusion that 
the assets were worth something in 
the neighborhood of 60 cents on the 
dollar if carefully realized. 

Q.—That was a domestic discussion P 
A.—Entirely. 

Q.—And not a discussion with Mr. 
Laidlaw? A.—Oh, entirely. Tf not 
earefuly realized they would not be 
worth anythine near that. Tf the 
company would be wound nv in the 
ordinary way I did not think that 
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we shareholders would realize more 
than about 25 cents on the dollar. 
IT think that I first got an offer from 
Mr. Laidlaw running up to near 60 
cents on the dollar, if not quite; I 
think possibly it was 59 cents that 
we got him up to in the first negotia- 
tions and that ultimately we got him 
up to 65 cents on te dollar. That 

is my recollection. 4 

Q.—Just there, take Exhibit 458 
and tell me what you know of that 
document, if you know anything 
about it? A.—I recognize here a 
name I did not give you before that 
I was acting for. James Scott. I do 
not recognize this document at all. 
But it may be one that came to me 
in discussions such as I have mention- 
ed. 

Q.—It came to you? A.—Yes. 

Q.—Communicated to you by Mr. 
Laidlaw? A.—yYes, almost certainly 
comunicated to me by Mr. Laidlaw. 

Q.—-You may keep that during the 
adjournment, if you like, Mr. Wilson 
and see if you can refresh your memory 
with regard to it? A.—Thank you. 
If there are any other papers that 
you want to ask me about, if you 
will let me see them too, it would re- 
fresh my memory, because it is a very 
old matter, that I have forgotten all 
about, and it will need everything I 
can get hold of. 

Q.—I think you will do very well, 
Mr. Wilson, if you dissect that docu- 
ment and look after your lunch? A. 
—Perhaps that is correct. If I could 
compare the note-books with this, I 
think these two note-books may help 
me, 

(Adjourned to two o'clock.) 


AFTERNOON SESSION. 


Resumed at 2 p.m. October 10th, 
1906. 

Hon. George E. Foster made the 
following statement: PF 

Your Honors, in thinking this over 
I have come to the conclusion to make 
my statement very short and to deal 
with only two or three matters, leav- 
ing the rest as they appear in the 
transaction, and chiefly with refer- 
ence to the Great West Land Com- 
pany. With reference to that I say 
this, the syndicate, that is Messrs. 
McGillivray, Wilson and myself, had 
no connection with the acquisition of 


INSURANCE, 2671 


SESSIONAL PAPER No. 66 
83rd day, October 10, 1906. 


lands in the North-West by Pope & 
Fowler, and no interest of any kind 
therein. They purchased, as they had 
a right to do, an option for 200,000 
acres of land from Pope & Fowler, 
and the price they paid therefor $4.50 
per acre, ($50,000 of the purchase 
price being payable in stock), was a 
very reasonable price, considering the 
quality and the situation of the lands. 
The price pai’ for lands no better 
in quality and not so well situated as 
regards railway transport at or about 
the same period of time was by the 
Eastern & Western Land Company 
$6 per acre, the Ontario & Saskatche- 
wan Land Company $5.75, and the 
Union Trust Company from $4.90 to 
$5.75 per acre, and for large tracts 
in each case. Having acquired their 
lands they sold them, as they had a 
perfect right to do, to the Great West 
Land Company for $5 per acre, tak- 
ing the small advance of fifty cents 
per acre, or about ten per cent. ad- 
vance, not in money but in stock, 
which could not be turned into money 
till all the lands had been paid for to- 
gether with all expenses in interest, 
taxes, etc., and re-sold at a _ profit 
over and above all these obligations; 
that is they postpone the profit on 
their sale, if there were to be any 
profit, until every obligation was met. 
If there were any profits to make their 
stock valuable it could not be realiz- 
ed for from six to eight years, the 
land being sold on time. If there 
were no such profits they would re- 
ceive nothing for their stock. It can- 
not be contended that their advance 
of fifty cents per acre secured in this 
way was an inordinate profit, nor that 
being paid in stock it was onerous to 
the company. To illustrate, I would 
have a _ perfect right to go into the 
North-West and buy a farm, if I 
found a seller, of 100 acres for $450. 
I would be perfectly within my right 
to turn around, if I found a buyer 
and sell him that farm at $500 and it 
would not be considered an inordinate 
advance, nor would my terms be con- 
sidered harsh if I said to him, ‘‘If 
you buy this farm from me you will 
assume the obligation that I am under 
to the person from whom I purchas- 
ed,’’? and as regards $25 on your farm 
to that purchaser and as regards my 
advance of $50 you have not to pay 
either of them until you have cancell- 
ed all your other obligations and made 
sufficient profit out of your farm to 
give the money to me for my advance 
and to the original vendor for his. 
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If you translate that from the single 
farm to the 200,000 acres of land the 
parity is apparent, and I think the 
deduction therefrom is equally clear. 


With the 950 nominal shares of 
stock (representing the advance of 
fifty cents per acre, less than what 
was paid to the vendors), they pur- 
chased, as they had a perfect right 
to do, the charter, option rights, and 
good will of an incorporated company 
afterwards known as the Great West 
Land Company, and qualified certain 
new directors therein, using in that - 
way 13734 of their own shares. This 
left 812} shares out of which they 
proposed to use what was necessary 
to assist them in financing the com- 
pany until it became self-sustaining. 
Messrs. Foster, Wilson and McGilli- 
vray themselves also became directors 
of the Great West Land Company, 
as they had a perfect right to do. 
Up to this period we had no thought 
of taking this proposition to the Un- 
10n Trust Company. We expected to 
raise the amount necessary to meet 
the first year’s payment from our 
own resources, aided by the use of a 
portion of our own stock, and in the 
meantime by the sale of stock to the 
public to provide for the second and 
third year’s payments, by which time 
we were confident that we should have 
made sufficient sales of land to carry 
the proposition to a completion. As 
a matter of fact in these three years 
from that time a sufficient quantity 
of these lands had been sold to do 
this very thing, a fact which proved 
the reasonableness of our anticipation. 
About this time the suggestion was. 
made that we should offer this busi- 
ness to the Union’ Trust Company 
first, and let them consider it and de- 
cide whether they cared to take it 
up or not. To me it presented itself 
in this way: Here were 200,000 acres 
of well selected lands situated in one 
of the best belts in the North-West 
through which the Canadian Northern 
Railway would soon be completed. At 
the cash price of these lands, $4.26 
per acre (the remaining 75 cents per 
acre being stock and therefore post- 
poned until all mortgage obligations 
were met) the security for a reason- 
able advance was undoubted. We were 
willing to pay 6 per cent. interest, 
which was a good rate, and in addi- 
tion to give a substantial stock bonus 
to the lender. The lands we believed 
would sell at a good advance, and 
thus the security would be enhanced 
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and the bonus made in ‘the end valu- 
able. It was a proposition which we 
could take to any financial party or 
to another Trust Company, which an- 
other trust company would entertain, 
and upon which it could advance its 
money by way of mortgage and violate 
no rules, ethical or otherwise, govern- 
ing the investment of trust funds. A 
great many statements have been 
made, if not here outside of this place, 
as to it being a malversation or wrong 
use of trust funds to invest them in 
this way. Trust funds can be in- 
vested in mortgage on real estate, 
and if we had gone to another trust 
company, and if that trust company 
had scanned our mortgage security and 
believed it sufficient they could have 
put their moneys as a loan into that 
real estate and taken their interest 
and taken a first mortgage security 
and would have been open to no criti- 
cism on the ground of the investment 
they made of trust funds, they being 
of course the judge as to the validity 
and sufficiency of the security. Why 
then should not the Union Trust Com- 
pany have an opportunity to consider 
the proposition? At any rate we took 
it with honest intent to the Union 
Trust Company., We laid the whole 
proposition before the directors; it 
was considered from the point of pro- 
fitable investment and from the point 
of the power of the Trust Company to 
enter into such an arrangement. Sir 
John Boyd and Matthew Wilson, K. 
C., were asked to consider the latter 
point and advise the Board. They 
did so and reported to the Board that 
such an arrangement was within the 
competence of the company. Sir John 
Boyd’s testimony given on page 2434 
reads as follows. ‘‘The only opinion 
I expressed was that it was compet- 
ent for the Union Trust Company to 
enter into that in point of law, that 
being an outside syndicate who had 
acquired what they thought a valu- 
able property presented it for the con- 
sideration of the Trust Company as 
a thing to be gone into jointly—I said 
there was no objection that I could 
see in point of law to do that, as it was 
a matter initiated outside of the com- 
pany and brought to them for con- 
sideration. That is the sum total of 
my expression as to the law and all 
I think I was asked for.’’ In his 
second statement he deals with the 
same question in this way: ‘I may 
have said to Mr. Wilson in my inter- 
view with him that it was competent 
for this company and this syndicate 
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to enter into this joint deal, and that 
there might be proper compensation 
made if the syndicate required that | 
as a condition, they being an _ inde- 
pendent concern and having it in 
hand might say the terms on which 
they might come in; if that was ac- 
ceptable and satisfactory to all parties 
concerned that that might be carried 
out,’’ 


I do not read the whole of Sir 
John Boyd’s testimony, I read simply 
the part of his testimony which re- 
ferred to the legal point as he under- 
stood it to be put to him and as he 
understood that he gave the answer 
to the same, and that was all that 
was present to my mind when the 
transaction was completed. 

At the Directors’ meeting of June 
3rd, 1903, the whole proposition was 
discussed and approved and in the 
agreement of the 22nd June, 1903, the 
whole matter is set out with parti- 
cularity of detail. I think it well to 
mention just what is included in that 
agreement of the 22nd day of June, 
1908, as that was the agreement 
agreed upon, as it was the agreement 
submitted, as it was the agreement 
ultimately passed and ratified, as it 
was the agreement which went into 
the records of the Union Trust Com- 
pany and has been there from that 
day up to the present. In the first 
place the contracting parties are all 
set out. ‘‘Between the Hon. George 
EK. Foster, Lieutenant-Colonel John 
A. McGillivray and Matthew Wilson, 
K.C., hereinafter called the owners.’’ 
That is plain, three men known to 
them all were the owners. ‘‘The Union 
Trust Company, Limited, hereinafter 
called the banker, and Dr. Oronhya- 
tekha, Sir John Alexander Boyd, the 
Hon. Robert Rogers, George Percival 
Scholfield and the said Foster, Mc- 
Gillivray and Wilson, hereinafter call- 
ed the shareholders of the third part; 
and the New Ontario Farm & Town 
Sites Syndicate, Limited, hereinafter 
called the Company.’’ All possible 
participators in this matter were set 
out in the agreement which was dis- 
cussed and which was ‘ultimately 
ratified. It goes on to show that the 
owners had procured from various 
parties certain options in lands as ap- 
pears by the agreements which are 
mentioned one after the other in the 
document itself, which were filed with 
the document, and which have been 
in the hands of the Union Trust Com- 
pany from that day until this. It 
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goes on to recognize and name the 
agreement in which the stock distri- 
bution amongst the parties to whom 
it was to be distributed was agreed 
upon, and it actually spreads upon 
the agreement itself the name of every 
person to whom the stock went and 
the amount of the stock which was 
apportioned to him. It then goes on 
to bind the, banker to make the ad- 
vances, to give him the option of 
treating it as a loan or of taking 
shares for these advances—all set out 
with particularity and signed. Now 
it cannot be said in the light of that 
that Mr. Wilson, Mr. McGillivray and 
myself undertook to put anything 
through in a secret or under-hand 
way. If the directors who sat on that 
Board entered into that discussion 
and knew those facts or did not know 
those facts—how they did not know 
them I cannot tell, it was their busi- 
ness to have looked into the documents 
which were set before them, and plac- 
ed on record, and made themselves 
acquainted with them—I am willing 
to take my responsibility as a director 
fully and unreservedly, and I want 
all other directors to take just the 
same full share of responsibility which 
belongs to them, and I quote that 
to show that this was not done under 
cover, but with a particularity which 
is remarkable, it was all set out and 
was all of record in the Union Trust 
Company itself. 

That agreement was ratified by the 
directors unanimously, without pres- 
sure by the syndicate, and with the 
full approval of the directors present 
who represented the Foresters. Two 
re-arrangements were made_ subse- 
quently, one of March 26th, 1904, when 

'the Union Trust Company decided to 
exercise this option to take stock for 
its advances, and one of November 

- 28th, 1905, when it decided to re- 
nounce its share partnership and _ be- 
come sole mortgagee. Both of these 
actions were on the initiative and by 
the desire of the Union Trust Com- 
pany directors outside of Messrs. 
Foster, McGillivray and Wilson, and 
were suggested and pressed by the 
Foresters’ representatives on the 
Board. They were not opposed by 
myself and Messrs. McGillivray and 
Wilson. In this transaction no monev 
was borrowed personally by, nor did 
one dollar pass in any way into the 
pockets of Messrs. Foster, Wilson and 
McGillivray. ~-That is not for the 
benefit of this Commission who knows 
that. but it is for the benefit of the 
general public so many of whom seem 
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to think that something else than 
that actually happened. Their stock 
did not come to them through and 
was not provided for them by, any 
loans made to them in any way by 
either the officers or the Union Trust 
Company. The stock owned by them 
and all stock paid out for the original 
purchase or purchased by other stock- 
holders was placed behind the security 
given the Union Trust Company, for 
its loan, and was of no value until 
that mortgage was discharged and the 
security released to the Great West 
Land Company. The Union Trust 
Company had undoubted security for 
its loan, received 6 per cent. upon 
the same, and by the first arrange- 
ment got a substantial bonus of stock 
in addition. If a difference of opin- 
ion exists as to one of the conditions 
of the arrangement of November 28th, 


1905, that does not affect the original 


security in the least, and it is a mat- 
ter to be settled between the parties 
concerned thereto. The Union Trust 
Company has kept the books of the 
Great West Land Company, and all 
the contracts made by purchasers of 
its land, received every dollar of the 
moneys that have been paid in, and 
under the agreement and mortgage 
will continue to do so until the debt 
is discharged. At this date nearly 
all the lands of the Great West Land 
Company have been sold at a reason- 
able advance and the security of the 
Trust Company is absolutely safe in 
my opinion. Now, the ethical argu- 
ment has been pressed. I do not ob- 
ject to it. Let it be pressed equally 
on all directors, for all are equally 
responsible. I am not however ready 
to subscribe to a general dictum with 
reference to this matter. I think 
that it is well to seek beneath nomen- 
clature often for the reality which is 
named, and in this transaction it 1s 
best for us to find out what actually 
did occur than to make suppositions 
as to what might have occurred. 
Everything depends on the honesty 
of the persons who are in the trans- 
actions and upon the conditions which 
surround it. I admit at once the 
quality of the position. Messrs. Fos- 
ter, McGillivray and Wilson were di- 
rectors on the Union Trust Board. 
They were also directors on the Great 
West Land Company Board. Any- 
thing that a man supposes might have 
happened can be canvassed, but what 
actually did happen in this case? 
Were the affairs of the Great West 
Land Company less economically and 
less well managed by the fact that 
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these three gentlemen were on that 
Board and gave special care to the 
management of it? No attempt has 
been made to prove that it was not. 
In point of economy, prudence, any 
lines you wish to take it, can any one 
find fault with the management of 
those gentlemen as an _ Executive 
Committee of the Great West Land 
Company in the management of these 
lands? Have we been extravagant? 
For three years the sum of $180, an 
average. of $60 per year, has been 
paid out for directors’ fees; $900 has 
been paid to the President of the 
company; not a dollar has been paid 
in travelling fees or other expenses 
personally to any of the directors, 
and every other dollar of expense has 
been supervised by the Union Trust 
Company and is open to the inspec- 
tion of any gentleman. The lands 
have been administered honestly, not 
one dollar of money from these lands 
has passed into the hands or into the 
pocket of any one of these, or any 
director of the Great West Land 
Company, impossible that it should 
have done so; and to-day. under their 
management the land has been prac- 
tically sold, and the result which I 
have attempted to show this morn- 
ing has been reached, whereby the 
Union Trust Company comes out per- 
fectly intact with its interest paid 
and secured, and, if it still has a claim 
on that bonus’ stock, with its prospec- 
tive profits so far as that is concern- 
ed yet to be ascertained. Mr. Wil- 
son, Mr. McGillivray and myself are 
neither looters nor prospective rob- 
bers; we each have a character and 
it has Leen built up so far as I am 
concerned in a pretty white, fierce 
light in this country for the last fifty 
years. It would be the foolishest of all 
foolish things if after my history so far 
I were to come to the Union Trust 
Company or to the Foresters with any 
desire to play the sharp or to loot 
their treasury. From the time I gave 
my services to this date, services of 
five years’ standing, Services as hon- 
est and as effective as I ever gave in 
any other five years of my history, 
not a penny of their money has gone 
into my pocket wrongfully, and not 
a dollar of advantage has come to me 
through any prospective or actual use 
of their name or my connection with 
them. If Foresters are taught to 
think that their funds have been loot- 
ed by these three men, Foresters may 
take my assertion that there is not 
a word of truth in it. Now, play 
has been made upon this circum- 
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stance: ‘‘It seems a Doctor Jekyl and 
Mr. Hyde,’’? so says some one, the 
three directors in one company and 
three directors in the other, signing 
the papers in one, signing the papers 
in the other. In the Great West 
Land Company these three gentlemen 
appear to have done all the work. 
Business men sit around these Boards, 
and business men sit in these chairs 
here, and business men know that 
with almost every company in the end 
it comes down to the management by 
a very few of the resident, faithful 
directors. Our directors were scat- 
tered from New Brunswick to Winni- 
peg, those who were in this city, be- 
ing ourselves and Mr. Scholfield, who 
took an interest in this company, 
Mr. Scholfield, a very busy man but 
always either present or consulted, 
and the work fell upon the three di- 
rectors that have been named. Was 
the work well done, honestly done by 
these three directors? If so business 
men will make their judgment upon 
that and not on the fact that in the 
working out in the last analysis it 
came down chiefly to these gentlemen 
who were on the directorate. One 
word more with reterence to duality 
on Boards. 1 am not going to sub- 
scribe to either one theory or the 
other, either first that it is absolutely 
wrong and improvident that there 
shall never be what you may call par- 
tial representations on two Boards. 
I conceive that business men will be 
of the opinion that a vast proportion 
of the best business of the world to- 
day is carried on in and by companies 
in which this distributed representa- 
tion is found upon the directorate of 
the companies that are interested. It 
is In some cases absolutely better that 
it should be so. It is liable to abuse 
if it is abused, but after all I say in 
my opinion there is no canon that’ 
can be laid down, and that each cir- 
cumstance must be taken on its own 
merits and judged thereby. I do 
not go any farther into the ethical 
question, and I leave it at that. 
Now I wish to take up one other 
thing. The land policy as developed 
in the work of the Union Trust Com- 
pany. It has been said that we were 
dabbling in lands, that we were spe- 
culating ih lauds. I would put it in 
another way. The land policy of 
the Union Trust Company was under- 
taken after full discussion, it was a 
policy to which I was favorable and 
which I believe I brought before the 
Board. . It was thoroughly discussed 
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time after time. We discussed the 
policy not in the hght oi people wio 
had a little money which might be 
quickly called back into other chan- 
nels and thereby leave an investment 
in lands imperilled at a certain time; 
we approached it in the light of an 
institution which had funds which it 
was interested in placing on long in- 
vestments, and which did not need 
to be recalled every now and then. 
On that basis we went into the land 
buying investment in the North- 
West, not dabbling in lands in a spe- 
culative sense. ‘Io one who studied 
the North-West and knew the history 
of the United States Great West there 
was nothing more patent than that 
the lands in our North-West, well se- 
lected in good belts with a proper re- 
gard to railway facility and railway 
transport, being in the birth you may 
-say of their value, and with the open- 
ing prospects of the North-West, and 
the immigration that was necessarily 
going in there that there could be no 
better investments for funds for long 
periods than judiciously buying well 
selected, well situated western lands 
and holding them for a rise, and your 
Honor I do not think you will be one 
to say that it is a wrongful thing for 
an investment company to invest in 
real estate and to sell it again on a 
rise in the property if they can do it. 
To listen to some talk you would 
think that if I bought a horse to-day 
for $150 and sold it out to-morrow 
for $175 without having polished off 
that horse or added a single ounce 
to his weight that I was making a 
profit I had no business to, or that 
if I bought a piece of real estate on 
Yonge Street to-day and paid so many 
dollars per foot that if I turned 
around and sold it to-morrow at $l 
advance without my having put any 
improvement upon it that I was guilty 
of depriving somebody of what he had 
a right to, and making an inordinate 
profit for myself. The same canons 
of fair business judgment must be ap- 
plied to the Union Trust Company, 
and if so applied I do not think that 
people will say that we were dabbling 
or speculating in those lands... Now, 
if I told tales out of school I might 
say I did not see at all times just at 
one with some of my _ co-directors 
with reference to realizing ‘upon these 
lands. I would not have hurried to 
sell out these lands, I would have 
leisurely disposed of them, and 
through our own instrumentality of 
the Union Trust Company. Other 
directors have just as good a right to 
their ideas that it might be probably 
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the best time to dispose of them now 
and quickly, and that view carried. 
It has carried and resulted in a pro- 
fit. If my view had carried I believe 
1t would have resulted in a larger 
profit, but that is not any condemna- 
tion of what the directors as a body 
did, and in which I fully agreed ot 
course. ‘Those lands that were bought 
have paid us in at present a profit 
of some $200,000, and before they are 
all disposed of will have eventuated 
in a profit still greater. I place that 
unhesitatingly before this Commission 
or before business men as a method of 
investment, and I have no hesitation 
at all in accepting their verdict upon 
that. The same applies with refer- 
enc to the timber limits in British 
Columbia. No man who looks at the 
range of timber possibilities rapidly 
diminishing as they are in the United 
States of America, and watches the 
vast plains ready in our own country 
to be filled up with people, every 
householder of which will require 
lumber, and looks at the well preserv- 
ed and splendid timber in the British 
Columbia section of our country would 
hesitate to say that if well selected 
limits were bought to-day and if no- 
thing else were done, were held simply 
as an investment that they would be 
a paying and secure method of invest- 
ment. As it has turned out even dis- 
posed of quickly as they have been, 
they have been disposed of at a profit 
of about $75,000 as regards those 
alone. Then to those people who 
reading the headlines of some of the 
newspapers, may have an idea that all 
the resources of the Foresters have 
been dissipated I want this statement 
to go side by side, if it possibly can, 
to rest their souls in peace, that in 
both these transactions they have 
made a large and substantial profit 
and their funds are thereby so much 
the better. I might traverse a good 
many of the points that have been 
brought up. In deference to your 
own pressure for time and your own 
patience I prefer to let them- stand 
as thev appear in the evidence. not 
with the idea that the unthinking 
multitude will ever go to work and 
pick them out, but I say they are to 
be picked out if it absolutely becomes 
necessary in any discussion that may 
arise, 


One last word in this statement, 
that is with reference to the Union 
Trust Comnany. I am not so vain 
as to say that all it has ever done 
has been done because I have been 
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‘Manager there, neither on the other 
hand do I-.want it stated that for 
every one of its faulté tnati have 
been found the Manager alone is to 
be criticised and the directorate are 
to be left by themselves. Let us take 
it equally with all our own shares of 
the responsibility, and let me make 
this statement, that whereas I as Man- 
ager and my co-directors as directors 
took up this trust company in 1901, 
unformed practically, without capital, 
without’ agencies for business, when 
1 and they left off our work in 1905 
this statement may serve as an index 
of the progress that had been made. 
The charter of that company was 
granted on August 7th, 1901. It had 
four months of its beginning work 
in that year. In that year it made a 
‘profit on its capital of $18,787.64, or 
8 per cent. on the paid-up capital. Its 
assets amounted to $757,007.85, and 
its reserve was $200.000. The year 
-ending December, 1902, the profits 
-were $39,067.19, or 9 per cent. upon 
the average capital. Taking the 
broken period of four months and 
adding it to that year the total profit 
was 9.76 per cent. upon the average 
paid-up capital. At the end of that 
‘year the assets were $1,984,132, and 
the reserve $225,000. At the end of 
the year 1903 the profits were for that 
year $68,727.85, an average of 8 per 
cent. upon the paid-up capital. The 
assets had gone up to $3,077,596, and 
the reserve $250,000. At the end of 
1904 the profits for that year. net 
profits, $94,057, an average of 7 per 
‘cent. upon the paid-up capital. The 
assets were $4.361.080 and the reserve 
$280.000. At the end of the vear 
1905 the profits net were $122.338 for 
that year and an average of 6.2 per 
eent. nvon the average naid-un capi- 
tal. The assets were $5.874.508. and 
the reserve had grown to $370.000. 
This for the last two vears. taking 
into account that durine these vears 
the large investment in the Alexandra, 
Palace was being made and had not 
hecome vroductive. snd that the large 
investments we had made and were 
making in lards had not become pro- 
ductive to the point of giving nus 
either interest or an advance on the 
rapital that we had invested im it, 
if the nroner pnronartinn of the in- 
rome from those two investmerts could 
have come into those vears the aver- 
ave rate ner cent. of tha nrofits on 
tha naid-nn eanital wanld hava enn 
wn clase ta ten nar cent, fev thase twa 
wears. Now I challenge the Tnsnect- 
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ors, Government or otherwise, to go 
through the securities of the Union 
Trust Company and specify the losses 
that we have absolutely and actually 
made. Of course we have the ad- 
vantage of being in the first years 
of our existence, and the losses are 
not cumulative and would not be so 
many, but the proportion of losses 
in that property is infinitesimally 
small. Allusion has been made to the 
disparity between the price of stock 
and debentures and bonds as bought 
and as they were on the 3lst Decem- 
ber, 1905, and that is not a very safe 
way of valuation. Suffice it to say 
just here that while we put our stocks 
in at cost price we put in all of the 
200,000 odd acres of land that we had 
bought at the cost price of those 
lands and interest added without giv- 
ing any account or adding anything 
for the income of those lands in that 
two years during which you _ had 
been purchased and advancing, and 
the income in those lands was from 
40 to 100 and over per cent. That 
I think is a statement which might 
have its effect in calming the agitation, 
if there be any, that during the per- 
iod of my work and the work of my 
co-directors which we have given with 
cheerfulness and all the energy that 
we ,possess anything else that ha 
taken place in the investment of those 
funds but square, honest profitable 
work. I thank you, Your Honor, for 
allowing me to make this statement, 
and I do not think I shall leave this 
box without acknowledging your un- 
varying courtesy to me; though I have 
sometimes had the audacity to ques- 
tion your ruling it has been on a 
question of principle, and nothing 
personal of course. I do not think I 
ought to leave either without acknow- 
ledging that so far as Mr. Shepley is 
concerned he has treated me with un- 
varying courtesy. and all who have 
been asociated with him, the officers 
and others, have been more than kind. 

Examination of Matthew Wilson, K. 
C., continued. 


MR. SHEPLEY: Did vou look at 
this during the intermission, do you 
recognize it at all? A.—No, but I 
do not mean by that that I did not 
have it at the time it bears date. al- 
though the date seems a little earlier. 


Q.—You do not seem to have come 
into it until about February of 1901? 
A.—I would not say about what time. 
but some time in the early part of 
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1901, possibly January I would have 
thought. 

Q.—I think perhaps we can ascer- 
tain pretty nearly by the correspond- 
ence. This document which you were 
looking at and which was a form of 
an offer to the shareholders or a 
majority of them of the Provincial for 
their stock unsigned is identified by 
a letter to Dr. Oronhyatekha of the 
10th December, 1900, from Mr. Kap- 
pele, who was Mr. Laidlaw’s partner, 
was not he? 


Q.—In which letter he says: ‘‘We 


enclose you a copy of formal offer 
which it was proposed to make, which 
speaks for itself’?’—-you were not in the 
matter so early as that? A.—TI think 
I told you that I did not think I had 
met Mr. Laidlaw so early as that. 
This letter bears out my recollection. 


Q.—At that time Mr. Laidlaw seem- 
ed to be dealing directly with one of 
the directors, Mr. Scott? A.—I don’t 
know. 


Q.—The letter says: ‘The person 
active at the present time is Mr. 
James Scott, and he has expressed his 
willingness to deal on behalf of the 
company on the basis of your assets 
and liabilities,’ so that the matter 
appears to have been considered for 
some time and been the subject of 
negotiations between Mr. Laidlaw and 
Mr. Scott before you were approached 
upon the subject? A.—Apparently 
without my knowledge. 

Q.—You were telling me what the 
arangement was that you finally came 
to with Mr. Laidlaw, was that reduc- 
ed into writing? A.—I don’t re- 
member; I should think that it likely 
would be though. 

Q.—Have you anything among your 
papers? A.—No, 

Q.—Have you any correspondence 
between yourself and Mr. Laidlaw 
among your papers? <A.—No, I 
would not have, because any matters 
of contract of that kind were for a 
reason which I am willing to give you 
subsequently handed up by me to the 
Executive Committee before I went 
upon the Union ‘Trust Company 
Board, just at the time I was going 
upon the Union Trust Company 
Board. 

Q.—Let me take that little book 
of yours, commencing in February? 
A.—I may say since the adjournment 
I have been looking at that book, read- 
ing it for the first time since it was 
filed away along with the other pa- 
pers, and I think that I would trust 
more to the memoranda in that book 
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than I would to my own recollection ; 
I might have forgotten things whick 
the books will show are recorded. 

Q.—What the first entry says is 
this: (Heads trom Hxhibit 576) ‘‘At 
Directors’ meeting first prior to share- 
holders’ meeting, 19th Hebruary, 1901, 
and again aiter it, having been re- 
quested to consider situation, state of 
company, and business and methods of 
winding up, and securities, etc., etc., 
and to prepare any necessary docu- 
ments, forms, etc., to be considered at. 
an adjourned meeting on March 25th,. 
with any replies to ltetters.’”’ ‘‘Thurs- 
day, Friday, and part of Saturday 
going over statement, estimating as-- 
sets, and considering as to mode of 
transfer, etc., and liabilities, special 
letters, to Jenkins, Colwell and Mc- 
Dugald’’—who were those three— A. 
—Mr. Charles Jenkins, one of the oil: 
men of Petrolia; Mr. Colwell was a 
gentleman to whom I wrote as the- 
representative of Sir Richard, that 
is Sir Richard spoke to him and cor- 
responded with me. McDugald Ff 
think must have been either a man- 
ager or a past-manager, but I am not 
sure whether that was the McDugald, 
TI think it is, likely it was, a son-in- 
law of the late James Bethune. 

Q.—In what capacity were they con- 
cerned in the matter, Jenkins, Col- 
well and McDugald? A.—Jenkins- 
was a man whose judgment we would 
depend upon a great deal. 

Q.—Had he anything to do with the 
company to start withP A.—Yes, 
they were all stockholders. 

Q.—You were writing to them in 
the capacity of stockholder, Colwell 
being the representative of Sir Rich- 
ard Cartwright? A.—Yes. Do not 
understand that I am saying that 
Colwell was a stockholder. 

Q.—Colwell was the representative 
of Sir Richard Cartwright who was & 
stockholder? A.—Yes. 

Q.—It was in that capacity you 
were writing to him? A.—Yes. 

Q.—It goes on: ‘‘Preparing form 
of offer for Laidlaw, agreement for 
Executive, six members to make let- 
ters to be signed by Executive and 
by Laidlaw and statements to be sent 
out later to Laidlaw and McDugald’” 
—TI do not know that I quite under- 
stand that? A.—I think I under- 
stand it but IT am not sure that I do, 
T think it means this, that I was pre- 
paring to put in writing things that 
they should sign so that there would 
be no misunderstanding. 
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Q.—What do you mean by things 
in writing that they would sign? A. 
—For instance that Mr. Laidlaw 
should agree to give so much upon 
such terms for the stock, that the 
Executive should agree to get in so 
much stock and transfer it to Mr. 
Laidlaw. I do not mean to say that 
at that date we had got up to that 
point; but it would be something 
after that nature I would expect from 
that entry. I may say I have no per- 
sonal recollection of what it was but 
I have no doubt as to the correctness 
of that interpretation. 


Q.—At that time apparently Mr. 
Laidlaw and you were if not in direct 
communication at any rate in touch? 
A.—Yes. 

Q.—Because it says ‘‘Preparing 
form of offer’—  A.—yYes, I think 
Mr. Laidlaw came on more occasions 
than one and discussed the matter 
with myself and with two or three 
members of the Executive who were 
the active parties at the Provincial 
Trust Company office. In the first 
place Mr. James Scott was the chief 
actor with Mr. Flett, if I.remember 
rightly, and then Mr. Scott became 
ill, and when he became ill ,Sheriff 
Dr. Widdifield took his place. 


Q.—And I see you went immediate- 
ly about the business of getting op- 
tions upon the stock from the entries 
in this? A.—That must have been 
‘after we had agreed upon terms. 

Q.—I think not, I see your entries 
on the 25th and the 26th and the 27th 
all contain references to getting op- 
tions, the first one you got apparently 
was an option from Mr. Bruce? A. 
—That explains it. Mr. Bruce was 
one of the parties with whom I was 
negotiating and I wanted to see up- 
on what terms he would be willing to 
give up his stock. He had gone into 
the matter somewhat carefully, and I 
would want to get a starting point, 
and I have no doubt I talked to Mr. 
Bruce about that and probably got 
that before I set out on the general 
campaign to get stock generally. 

Q.—What did you do with the op- 
tions vou got? A.—-I think ‘they 
were all handed over, they were either 
handed over to Mr. Laidlaw, T think, 
or they were handed over to the Exe- 
cutive, that would be in the final clos- 
ing up. 

Q.—We will just take the corres- 
pondence between Laidlaw and your- 
self so far as I have it here and ex- 
amine it. On the 25th February Mr. 
Laidlaw wrote you to Chatham say- 
ing: ‘‘I have at the request of in- 
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tending purchasers examined the pro- 
visions of the charter and the list of 
assets of the Provincial Trust Com- 
pany,’’ etc. (Reads down to the word 
“investments’’)--do you remember that 
letter? A.—I remember it when you 
read it. 

Q.—You had not it in your mind 
before I read it? A.— No sir. 

Q.—At that time can sou say, take 
your book to assist you if you need 
it, what options you had at the time 
you received this letter. A.—I would . 
think the probabilities are I had none 
unless it was Mr. Bruce’s. 

Q.—I think you got two on the 
same day, another one besides Mr. 
Bruce’s? A.—I don’t think I had 
any other. 

Q.—What was the option you had 
from Mr. Bruce? A.—I do not re- 
collect; you mean how much he was 
to getP 

Q.—Yes? A.—I could not say that. 

Q.—Apparently on the same day, 
after you had separated— A.—I 
think it would probably be 60 cents. 


Q.—On that day you had a dis- 
cussion with McGillivray and Laid- 
law, in what capacity was Mcwilli- 
vray there? A.—I think that Mc- 
Gillivray was one of the Executive, 
but I am not sure. 

Q.—You think he was a shareholder 
and one of the Executive? A.—I 
think so. 


Q.—You were empowered by the 
Executive to do the bargaining, why 
was he there, why did you understand 
he was there? A.—Oh well, although 
I was empowered to do the bargain- 
ing I was skipping backwards and 
forwards with the Executive al] the 
time. 

Q.—Were not you aware that Mr. 
McGillivray’s stockholding was stock 
held in trust for the Foresters? A. 
—No sir, I did not know that. 


Q.—You did not know that at any 
time? A.—No. 

Q.—Do you remember the discus- 
sion that took place between McGilli- 
vray, Laidlaw and yourself? A.—wNo. 


Q.—‘‘Letters, agreemeuts, etc’’— 
what letters and agreements have you 
in mind, can you tell me? A.—No, 
I could not, it is too long ago. No 
doubt letters and agreements concern- 
ing this matter, no doubt in the world 
about that, but exactly what they 
were I could not tell at this stage. 

Q.—And you have not them? A.— 
No. 
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Q.—Mr. Laidlaw wrote you on the 
26th saying: ‘‘I have considered your 
report from the Executive Committee 
and from explanations of the invest- 
ments and if the Executive Committee 
will give the persona] guarantee which 
you have promised and the transac- 
tions can be carried out without any 
further delay I will advise my client 
to increase the offer to 65 cents on 
the dollar on the paid-up capital of 
the company’’—and that was the final 
arrangement so far as the price is con- 
cerned? A.—Yes, that brings that 
to my recolection. 

Q.—‘‘I understand the paid-up capi- 
tal to be $113,950,’ etc. (reads to the 
words ‘‘ to a final conclusion.’’) Does 
that bring the interview to your mind 
at all? He says he makes this con- 
cession at your urgent request? A.— 
Yes. I thought by that first letter 
he was bearing the stock and I was 
pressing him to a higher offer and 
finally brought him to increase the 
offer to 65 cents on the dollar, and 
that is what he says there. 

Q.—Of course you will see my 
clients cannot get a dividend until 
the impairment,’’ etc. (Reads down to 
the words ‘‘final?’’?’ A.—Yes. 

Q.—That was true, that the capital 
was impaired, that the statements 
showed the capital to be impaired? 
A.—I have no reason to question it. 
Of course he was making the stock as 
black as possible and I was putting 
it in the other light at that time. 

Q.—On the 26th February you were 
still in Toronto, you discussed matters 
with Scott & Flett and ‘‘went over 
the terms of my engagement,” it looks 
like—what does that meanP A.— 
Possibly that would be the terms of my 
engagement for getting up the stock, 
how I was to be remunerated? 

Q.—Was there an engagement in 
writing? A.—No, I think not. 

Q.—What were the terms of your 
engagement? A.—The first terms, I 
am speaking only from recollection 
like I would speak from recollection 
of what I got paid for a brief five 
years ago. My recollection is I start- 
ed out with an arrangement that I 
was to be paid $40 per day and my 
expenses, that that arrangement was 
to get in the stock sufficiently to get 
control of the company to pass that 
over to Mr. Laidlaw or to his nomi- 
nees, and then let them work out the 
balance in the way of getting control, 
that that arrangement was changed 
whereby I was to get $25 from my 
client for each day, and Mr. Laidlaw 
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for his client was to contribute a lump 
sum of $1,000; that I then was not 
only to get the control of the com- 
pany but was to use my utmost en- 
deavors to get every stockholder so 
that there would be no stockholder 
outstanding that would likely raise 
trouble in the formation of a new com- 
pany. That is speaking just from my 
recollection. 

Q.—You became entitled to remun- 
eration from those who had originally 
been your clients and also to remun- 
eration from Mr. Laidlaw? A.—Yes. 

Q.—How did that come about? A. 
—That came about by reason of Mr. 
Laidlaw wanting me to get more than 
my clients were willing I should 
undertake to do. 


Q.—More than your clients were 
willing you should undertake? A.— 
Yes. Perhaps I should not put it 
that way, more than my clients were 
willing to undertake, that is he want- 
ed me to get the whole of the stock; 
my client said no, our only under- 
standing was to transfer over to you 
a majority of the stock. 


Q.—While you were on the job for 
your clients you were to do a little 
more and try and get it all, you were 
not necessarily to get it all, but you 
were to try to get it— A.—Not 
necessarily to get it, but I was to give 
up my practice and turn out and give 
my whole time to it. 

Q.—Was that said, you were to give 
up your practice? A.—No, it was not 
said I was to give up my practice but 
it was said I was to give my whole 
time. 

Q.—The next letter is of the follow- 
ing day: ‘‘I concur with you in the 
belief,’’ ete. (reads to the words ‘‘65 


‘cents on the dollar’’?)—it seems you 


had been expressing the belief that 
they would all come in? A.—Yes. 

Q.—And he conferred with you if 
they are reasonable they would do that, 
‘It seems to me,’ etc. (reads down to 
the words ‘‘majority’’?)? A.—That 
brings to my recollection another mat- 
ter, I did agree to negotiate with 
every shareholder. 

Q.—‘‘Of course it follows from this’’ 
(reads down to the words ‘‘majority 
of the shares.’?) You did not assign 
yourself to get all the shares? A.— 
No, all I bound myself was to try. 

Q.—‘‘The understanding to accept 
transfer of the majority of the shares 
is not to relieve you from your pro- 
mise to purchase all??? A.—That is 
right. 
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Q.—There was a guarantee required 
from certain of the directors, do you 
remember that? A.—Yes, quite well. 

Q.—Lhat was a guarantee. that cer- 
tain assets which were scheduled would 
be good and sufficient for a certain 
sum ot money? A.—Exactly. 

Q.—How was that sum of money ar- 
rues at? A.—That I do not remem- 

er. 

Q:—It was apparently $94,778? <A. 
—Whatever it was. 

Q.—You do not remember how that 
was arrived at? A.—No, and I do 
oot remember the amount either. 

Q:—Among the assets there were or- 
ganization expenses put, that of course 
was putting into assets something 
that had no business there, was not 
it? A.—Something that we were try- 
ing to get for the shareholders— 

Q.—But it was not an asset? A.— 
No, but the way I put it to Mr. Laid- 
law was this: if you were forming a 
new company you would have to go to 
these organization expenses, and there- 
fore allow our shareholders something 
for the organization expenses. 

Q.—The guarantors seem to have 
been Flett, Scott, McGillivray and 
Barber—do you remember how that 
was, or why they were the only guar- 
antors? A.—No, if you had asked 
my recollection, my recollection would 
have been that there were more guar- 
antors than that. I think it is pos- 
sible some of them may have guaran- 
teed on a separate paper if those are 
the only names. F lett, Scott, Bar- 
ber and McGillivray, I have no doubt 
about it that there was one other that 
I distinctly remember. 

Q.—I see you only sign the guar- 
antee as witness? A.—Yes. 
eae were not guarantee? A.— 

O. 

Q.—On the same day I have this 
letter: ‘‘My clients understand,’’ etc. 
(reads to the words ‘‘with the execu- 
tive committee’’—that is the arrange- 
ment to which you refer? A.—Yes, 
sir, that arrangement of course was 
submitted to the Executive Commit- 
tee. 

Q.—And they were made aware of 
it? A.—At the time, yes. 

Q.—Verbally? A.—Yes. 

Q.—There was not anything in writ- 
ing on the subject? A.—No. 


Q.—The way the transaction must 
have been carried out was that you 
were handed in the first instance $25,- 
000, subsequently another $25,000? A. 
—I do not remember how the money 
came, but the money was handed to 
me. 
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Q.—You deposited it to your own 
credit, A.—Yes. 

(y.—And you chequed it out on the 
optionsr A.—Yes, 

Q.—he course is shown by the cor- 
respondence, and it is proper your 
recollection should be rerreshed. On 
the 27th Kebruary you got the first 
sum of $25,00U, and you signed an 
acknowledgment that ‘“‘l have re- 
ceived cheque of the firm of Laidlaw, 
Kappele & Bicknell for the sum of 
$25,000,” etc. (reads to the words 
‘‘purchase of the shares’’—you recol- 
lect it? A.—Yes, I recollect that 
when you read it. 

Q.—That was the 27th February, 
you were then engaged by your exe- 
cutive committee to secure a major- 
ity of the stock if you could for the 
purpose of turning over to Laidlaw? 
A.—Yes. 

Q.—And you were engaged by Laid- 
law to secure all the stock if you 
eould and turn it over to him? A.— 
Yes. 

Q.—Do you say up to this time you 
had no idea as to who the real pur- 
chaser was, or had you found out by 
this time? A.—I do not think that 
I had found out, in fact I am quite 
sure I had not found out up to the 
time I had given the undertaking, 
but I found out about that time. 

Q.—You found out about that time 
that the purchasers of the stock for 
whom Laidlaw was acting were the 
Foresters? A.—That is the conclu- 
sion I came to. I will give you the 
reason why I came to that conclusion. 
There was some hitch which necessi- 
tated our getting the consent of our 
respective clients, and I put the mat- 
ter before our clients and I was 
brought to Dr. Oronhyatekha in order 
to explain the position to him and to 
discuss the matter with him, and im- 
mediately I was brought there I 
jumped to the conclusion myself that 
the I.0.F. intended to get the com- 
pany, and it was the I.0.F.— 

Q.—Did you hear then or had you 
heard up to that time of the original 
intention to form a trust company 
apart from buying the Provincial al- 
together? A.—WNo sir. 


Q.—Did you ever hear of that? A. 
No, I never heard of that until some 
person just within the last week or 
two told me that that had been the 
original intention. 

Q.—Were not you taking any part 
of what was being prosecuted with 
the Ontario Government for the pur- 
pose of getting the matter into shape, 
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had not you anything to do with the 
negotiations by which the charter was 
surrendered and a new one issued? 
A.—That was long afterwards. 


Q.—Sometime afterwards, not very 
long; had you to do with that? A.— 
I had not anything to do with that 
except just to see it was done; Mr. 
Laidlaw himself attended to that. 


Q.—I see a very cheerful letter 
from you of the 12th March in an- 
swer to one from Mr. Laidlaw of the 
llth. You say everything has been 
going satisfactorily, your visit to Ot- 
tawa was in the end entirely success- 
ful, you had to go into many explana- 
tions before closing the matter, you 
had heard some strong statements, ‘‘I 
have now over $100,000 options that 
I have undertaken from _ several 
others’’—at that time had you pretty 
well canvassed all the stockholders 
there were? A.—No sir, not when I 
was at Ottawa. 


Q.—Did you take the Toronto ones 
first? A.—Just speaking from recol- 
lection I got Mr. Bruce’s first; then 
I think I got the directors except 
possibly one or two that I could not 
get at the time, then I think that I 
got the Petrolea people; they had a 
pretty large amount of money invest- 
ed in it; and I forget who came next, 
eae think the Ottawa people came 
next. 


_Q.—If you had over $100,000 in op- 
tions you were getting pretty well 
through? A.—Well, I was getting 
pretty well on no doubt. 


Q.—So well on that you say in your 
letter, ‘‘My correspondence is so favor- 
able’’—I suppose you were pursuing 


the matter by correspondence as well ? 
A.—Yes. 


Q.—‘‘Is so favorable that I shall 
now pay up everything as Mr. Mc- 
Gillivray suggested ?’? A.—That brings 
a matter to my mind that I did not 
think of before; our arrangement was 
that I was to take options until I saw 
that I could get it in. 

Q.—Get what inP A.—A majority 
of the stock; if they could not get 
the majority of the stock in they did 
not want any, because our people 
would have the stock on their hand, 
and Laidlaw would not take it. 
Therefore I paid out no money, if I 
recollect rightly, except trifling 
amounts, as little as I could, in the 
early stages, and as soon as I was 
satisfied that I could surely get the 
half then T thought there was no use 
of my getting an option first from a 
man and then going back to him 
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again and settling up with him. I 
would get the thing closed up at once; 
that is my recollection assisted by 
that letter. 


Q.—You say in your letter that Mr. 
McGillivray suggested that? A.—I 
think in all probability, in fact I 
have no doubt in the world that if the 
letter says that that that is true. 


Q.—When you were writing that 
letter you did know of the interest of 
the Foresters from what you already 
told me, because you had ascertained 
it about 27th February? A.—TI did 
not intend to mention the date when 
I knew the interest of the Foresters, 
but I think at that time I did know 
for the simple reason that it was 
soon after I got the $25,000 that I 
found that the money was coming 
from the Foresters. 


Q.—I see that you make the state- 
ment in this letter that you have paid 
out $13,601.25, and-you ask Mr. Laid- 
law to send you say $25,000 more, so 
that you would pursue your policy of 
closing as you went? A.—Yes. 


Q.—And you got that further $25,- 
000 of course? A.—I suppose I did, 
no doubt. 


Q.—You also say this, which will 
give you perhaps an idea of the stage 
at which you had arrived: ‘‘Please 
arrange to send us $25,000 more at 
your earliest convenience, and I shall 
hope to have the matter closed up at 
the end of next week’’—that was 
written on the 12th March? A.—By 
matter all closed up I did not mean 
evidently that I would have the whole 
of the shares. 

Q.—What did you mean by having 
the matter closed up? A.—That is 
that I would be far enough advanced 
to know I would have control. 


Q.—I see a letter from you on the 
Ath April to Laidlaw in which you 
say the amount of stock to be got in 
is $113,950, you had $100,000 when 
you were at Ottawa, when you com- 
pleted your work at Ottawa, and that 
only left a comparatively small amount 
to get in? A.—Yes, of course the 
end amounts were always the hard 
fellows. 


Q.—Sixty-five per cent. represents 
$74,067.50; to this add $1,000 ex- 
penses as stated in your letter, that 
is your fee? A.—That probably 
would be the fee. 


Q.—Is there any doubt about it? 
A.—I am merely talking from what 
you read, 
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Q.—Why did you call it expense, 
why did you not say fee or commis- 
sionP A.—It was expenses to him, 
he would put that in as expenses 
surely. 


Q.—It was not to you? A.—No, 
and I am not claiming it as my ex- 
penses. 


Q.—To this add $1,000 expenses as 
stated in your letter—in the letter 
it was stated as remuneration to you? 
A.—It was remuneration to me, dis- 
bursements to him. 

Q.—‘‘That makes $75,067.50, from 
this take $50,000 paid,’’ etc. (Reads 
to the words ‘‘closed up by that 
time.’’) That was, I suppose, a cor- 
rect statement, that up to the date 
of this letter you had never paid 
more than sixty-five cents on the dol- 
lar for the stock? A.—TI think that 
is correct, that is, I have no doubt 


that I wrote intending to write cor-, 


rectly and for that reason I have no 
reason to doubt it now. 


Q.—You paid for the stock of course 
by your cheques? A.—TI think so. 

Q.—Or how was that? A.—I think 
I paid for the stock by my cheques, 
but I am not sure, I am pretty sure 
as to that. 

Q.—Where are the cheques? A.— 
The cheques, no doubt, ought to be 
filed away along with my old cheques 
in Chatham. 


Q.—I shall ask you to have a search 
made for those if you have not them 
here and see that we get them? A.— 
All right; it is just possible,—no, I 
do not think they would have been 
given to the executive committee. 

Q.—Then we find a cheque of the 
Foresters for that exact amount, $25,- 
067.50; you got that $25,067.50P A. 
—I have no recollection, but I have 
no doubt I did. In all probability 
one of those little books would show 
that. What is the date? 

Q.—4th April, 1901? A.—(Refer- 
ring to Exhibit 576) I do not see any 
entry of that in the book. 


Q.—I have here an account of Mr. 
Laidlaw’s? A.—My name would be 
on the back of the cheque. 


Q.—It would be Mr. Laidlaw’s 
cheque, not the Forester’s. The For- 
esters paid it to him and he paid it 
to you. I have an account here of 
Mr. Laidlaw’s in which he charges 
these three payments to you, if you 
will just take a look at those three 
charges you will see; 2nd March paid 
Wilson, K.C., on account purchase 
shares $25,000; 16th March on account 
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purchase shares $25,000; 4th March 
$25,067.50 ? A.—I cannot question 
those at all. 


Q.—You received therefor from Mr. 
Laidlaw, acting for the Foresters for 
the purpose of being expended in the 
purchase of shares $75,067.50 less $1,- 
000 which was your own fee? A.— 
Yes, if that is correct. 

Q.—What did you expend in the 
purchase of shares? A.—That I can- 
not tell you here unless I find it in 
this book. That was all in the state- 
ments which I handed to the Execu- 
tive Committee at the time we made 
the settlement. 

Q.—There are none in the papers 
of the Foresters or of the Trust Com- 
pany? A.—Well, remember that the 
Trust Company would not get them, 
did not get them, because that was 
the reason why I was required to give 
these to the Executive, they were on 
the other side of the fence from the 
Trust Company, and then so far as 
the Foresters was concerned I had 
nothing to do with them— 

Q.—I do not appreciate what you 
say they were on the other side of the 
fence from the Trust Company? A.— 
If you would allow me to explain how 
I became a director of the Trust Com- 
pany you would see that then. 

Q.—Wait a minute; you were a di- 
rector of the Trust Company, and 
these members of the Executive were 
also members of— A.—I meant a di- 
rector of the Union Trust— 


Q.—I am speaking of the Provin- 
cial? A.—When I went out from the 
Provincial Trust people and agreed to 
become one of the Union Trust peo- 
ple Doctor Widdifield, who was one 
of the Executive, said to me, ‘‘Now 
you are going over with them you 
ought to leave with us all these papers 
and vouchers, and I tied the papers 
up and vouchers and left them with 
them, 


Q.—You are too good a business 
man not to know approximately how 
much you got that stock for? A.— 
No doubt the letter is correct 


Q.—How much you purchased the 
stock for? A.—I would take the 
quantity of stock and take 65 per 
cent. of that and that would repre- 
sent it. 


Q.—That represents what you got 
to expend, I want to know what you 
expended? A.—And that would re- 
present what I expended. 


Q.—Do you say so? A.—Yes. 
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Q.—Your option with Mr. Bruce was 
only sixty cents, you never paid him 
more than sixty cents? A.—Mr. Bruce 
won’t say so. 

Q.—Do you say so? A.—TI do gay so. 

Q.—You raised the options you had 
so as to make it 65? A.—wNo. 

Q.—You had an option at sixty? A. 
—That option was given at a time 
when I was trying to find out what I 
could get the stock for, what people 
would be satisfied with, whatever Mr. 
Bruce gave me the option for repre- 
sented the intrinsic value of the stock. 
I felt bound, and my clients, that is 
the executive, felt bound to get the 
utmost cent they could for the share- 
holders, and we believed, he»believed 
at the time that when we got 65 cents 
we got more than the value and I told 
them at the time I started out I would 
not make, as I said, fish of one and 
flesh of the other, I would give them 
all alike. Say 

Q.—At all events you are going to 
hunt up your cheques and let me have 
them? A.—Yes. 

Q.—Did you get in all the stock, 
the whole $113,000? A.—I believe I 
got in every single share except two 
shares that they asked me not to ne- 
gotiate for, 

Q.—What two shares were those? A. 
—I do not mean two shares of stock 
but two blocks of stock; they were held 
by clergymen; I do not remember their 
names. 

Q.—Do you remember how much the 
stock was? A.—WNo sir. 

Q.—Was it one thousand dollars 
each? A.—Quite probably. 

Q.—How did you adjust that, or was 
it ever adjusted? A.—yYes, it was ad- 
justed in the statement which Laid- 
law and myself figured out when we 
passed receipts at the close of the 
transactions. 

Q.—Did you pass receipts? A.— 

Yes. 
Q.—Have you the papers you fig- 
ured out? A.—No, those were the 
papers I handed over but I took a 
copy of one of the receipts I think. 
When I handed them over there was 
one receipt I took and a copy of an 
agreement; that was the final closing 
of the matter of the adjustment. That 
receipt was handed over to my clients. 
(Produces a receipt). 

Q.—Let us see what this is; you 
paid Mr. Laidlaw $3,750, that was in 
full of the liability of the guarantors 
as to the value of assets? A.—Well, 
I do not remember outside of that re- 
ceipt, whatever that receipt says. 


¢ 
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Q.—Read it yourself and see whe- 
ther I am stating it correctly when 
you look at the receipt? A.—(Reads) 
‘“‘Received irom Matthew Wilson, 
Chatham, the following cheques: 
Cheque 15th June, 1901, for $3,750 
in full of liability of guarantors in re 
Provincial Trust Company, Limited, 
for value of assets acquired by the 
new shareholders. Cheque for $1,000 
dated 15th June, 1901, in payment of 
money advanced by Trust Company 
to him on account of services.”’ 

Q.—We will take it item by item. 
The $3,750, if I read this accurately, 
has nothing in the world to do with 
the moneys you were furnished with 
to buy stock? A.—That I do not know. 
I have no reason to think it had. 


Q.—What do you say? A.—I have 
no reason to think it had. 


Q.—Then we will leave that out of 


- the question. Then this $1,000, what 


was that? A.—Well really I do not 
know any more than you do. I look 
at that writing and that is the only 
thing I have to go by. Now you have 
exactly the same. 

Q.—Have you any way of refreshing 
your recollection about it? I have not 
exactly the same, because I did not 
do the transaction and you did? A.— 
Read about that $1,000 again. 

Q.—‘‘Cheque for $1,000 dated 15th 
June, 1901, inpayment of money ad- 
vonced by Trust Company to him on 
account of services.’’ A.—Now I 
would understand that to be a cheque 
of $1,000 given by me to Mr. Laid- 
law: that would be my understanding 
of that. 

Q.—Why did you give it to him? 
What was it for? A.—Because that 
was a receipt given in the closing up of 
the thing. 

Q.—A receipt given by Mr. Laid- 
law? A.—That is my recollection of 
it that that is a copy of the receipt 
given me when the matter was closed 
up. 

Q.—That is what you tell me and I 
do not doubt it. Can you not throw 
some light on the item in that receipt? 
A.—No, I cannot. What I mean is 
that it is so old I cannot recollect it, 
except what I see in the receipt. 

Q.—Do you suggest that that has 
anything to do with the money that 
was given you to buy stock with? A. 
—Yes, that was a settlement up, as I 
would suggest, of the whole transac- 
tion at the close. 

Q.—Cheque for $1,000 in payment 
for money advanced by the Trust Com- 
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pany to you on account’ of services? 
A.—Now see Mr. Shepley. Here is 
an entry I find in this book that I 
have never seén from that day to this, 
and that gives the same sums. Possibly 
that will throw some light on it. 


Q.—We will see what there is in 
this. This is the 15th of some month. 
Let us get at the proper month. 15th 
June probably. It commences 29th 
May, and that corresponds with these 
dates. ‘“‘Received from Mr. McGillivray 
cheque for $587, being $1,237 less 
$650.’ What does that mean? A.— 
1 cannot tell. Let me see the book. 
Possibly I can tell from that. (Wit- 
ness looks at book). I would interpret 
that to mean this. Of course I am just 
interpreting it almost as you would; 
that Mr. McGillivray was entitled to 
$650 from me, that he was liable to 
me for $1,237, that I got from him a 
cheque for $587 in settlement of those 
two matters. That is what I would 
think. 

Q.—That $650 would probably be 65 
cents on the dollar of Mr. McGilli- 
vray’s stock of $1,000? A.—Well, I 
have no other supposition than that. 


Q.—Then how did he come to owe 
you $1.237? A.—Looking at that en- 
try I would take that to be the final 
settlement by Mr. Laidlaw, the Com- 
mittee and myself, of my expenses. 

Q.—Of your expenses? A.—Yes. My 
compensation. 

Q.—That is compensation from your 
Executive Committee? A.—Yes, from 
him. 

Q.—You see there were three of 
them, Widdifield, Flett and McGilli- 
vray, each of whom was liable to you 
for $1,237? A.—Yes, I do not mean 
to say there were not more, but that 
is the case as you put it. 

Q.—That would be in respect of 
your having discharged their liabil- 
ity as guarantors, would it not? A. 
—It may: be that or 

Q.—Don’t you think it is? A.— 
Well you may be right. I would be 
inclined to think that it was not; 
that is I would be inclined to think 
that that was their chipping in to 
make up my services. 

Q.—At all events, whatever it is, 
that has nothing to do with the mon- 
eys that were given you by Mr. Laid- 
Jaw to buy that stock with, has it, 
manifestly? You cannot at present 
tell me about that? A.—No sir, I 
cannot. 

Q.—What are these other items, 
paid Oronhyatekha $650, paid Allen 
$650, paid Dr. Ryerson $1,300, paid 
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Mr. Millichamp $650; paid Mr. Bar- 
ber $1,300—what is the meaning of 
these figures which ‘appear here? A. 
—I cannot tell. 

Q.—You will not object to my hav-. 
ing that examined? A.—Certainly 
not. 

Q.—When was this pencil written?’ 
A.—I do not know. No doubt about _ 
that time when I would be putting. 
the book away. 

Q.—Can you explain that entry; 
you also gave him a cheque for $1,000, 
and received back a cheque for $360? 
A.—No, I cannot. 

Q.—In full for professional services. 
Provincial Trust Company, and dis- 
bursements for travelling, and hotel 
expenses, etc.? A.—The only explan- 
ation I can give is this—that is at. 
this date—that that was the time 
that the whole matter was figured up 
between the whole of us, accounts 
closed, papers put up and put away, 
and that was after several sessions, 
one after the other. : 

Q.—You see the $360 is of the date 
of the 15th June, ‘‘Paid M. Wilson, 
K.C., for professional services.’’ A. 
—That corresponds. 


Q.—Certainly it corresponds, but it 
does not give me any explanation of 
that $1,000? A.—Which $1,000. 

Q.—Which appears in this receipt 
the same day? A.—Well is there no: 
credit in Mr. Laidlaw’s account of 
$1,000 to me? 

Q.—That is just what I am going 
to ask you about after I get your re- 
collection? A.—Well if there was a 
credit to me of that $1,000 that would 
explain the entry in my book. 

Q.—There is a credit to you of $1,- 
000, but there is no explanation of 
why .it is credited to you or why you 
paid it? A.—I will tell you that in 
one moment. Those two cross pay- 
ments were made simply to close up 
the matter, as the amounts were found 
to be due on one side or the other at 
the time; calculation was made 

Q.—Let me put it to you plainly, 
because you are entitled to have it 
put plainly; do you suggest that you 
gave up your remuneration of $1,- 
000P A.—If I did I did it by mistake; 
I did not intend to do it. 

Q.—Then we can eliminate that. 
There was no intention of your giv- 
ing up the $1,000? A.—That is my 
recollection. 

Q.—You were getting $360 from 
Mr. Laidlaw? A.—Not in addition to 
the $1,000. 
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Q.—Yes? A.—No sir, I never did. 

Q.—How much did you get alto- 
gether? A.—$1,000; that is my recol- 
lection. I am speaking of course 
from recollection a long distance back. 
Tf I got $360 more, then that $360 was 
‘for some distinct thing altogether. 

Q.—Do you remember anything 
‘like this taking place, that you aban- 
doned your $1,000 lump __ fee, and 
took $360 instead? A.—No sir, I do 
‘not remember anything of that sort. 

Q.—The entries lend themselves to 
that? A.—Well, but why should I? 

Q.—I do not know why you should. 
You say you did not? A.—AIl I say 
is that I do not believe I did. 


Q.—And you never intended to? A. 
And I know this; that I carried out 
more than I was bound to do, and 
they on both sides thanked me for it; 
therefore my recollection is that. they 
cheerfully paid me all that they were 
to pay me. 

Q.—Then if we exclude any refund 
-of your fee, we cannot attribute your 
paying that $1,000 back to- Laidlaw 
to your not having paid out the 
whole 65 cents on the dollar for all 
the stock of the company, can we? 
A.—Well now, I would not say that. 
‘There might be a possibility of that, 
-of the propcsition you have just made 
that I may have paid back the $1,- 
‘000 for some purpose like that, but I 
do not remember doing so. 

Q.—This $1,000 is plainlv stated to 
‘be in payment of money advanced on 
account of your services? A.—Yes. 


Q.—That has nothing to do with 
the moneys you got to purchase stock 
with; if you go with me that far, 
then we can go to the next step? A. 
—This is by the Trust Company. It 
is not Laidlaw. 

Q.—But Laidlaw got it from you? 
A.—Yes, Laidlaw got it from me. 

Q.—Do you suggest that that had 
nothing to do with the money that 
-you had received from the Foresters 
at all or that it was a refund of any 
money you had not expended in pay- 
ment of stock? A.—I am_ satisfied 
there was some refund, but I do not 
remember what it is, and I cannot 
say that that is it. Q.—I will put in 
‘this receipt, (exhibit 578) and ask you 
if vou have any other document, re- 
ceipt letter or’ paper, showing that 
-you ever refunded the money that you 
did not find it necessary to expend 
‘because you did not get in all the 
rstock? A.—No. 

Q.—You have none? A.—No. 
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Q.—And you have no other place 
where there is any accounting in 
your books than what is in the second 
of these two books exhibit 577? A.— 
No, except of course the account that 
Laidlaw and myself figured out at 
Bed time. 

—Which you have not preserved ? 
A.—Which I have not Lerman! but 
I am satisfied you could get those 
from Mr. Laidlaw. Mr. Laidlaw fig- 
ured his own way and I figured my 
way. 


Q.—But you arrived at th 
Cesuiuc BA.) as) paras 


Q.—This is your little book is it? 
A.—Yes, we arrived at the same re- 
sult, and there were compromises. 
That is to say Mr. Laidlaw was try- 
ing to get more and the Executive 
Committee were trying to give less. 
I think Mr. Laidlaw did pull them 
up to the extent of $25. ‘They put: 
their hands in their pockets for $25 
a piece in addition to what they had 
agreed to give. The Executive Com- 
mittee were losing on the transaction: 
that is they were paying out more 
money to the shareholders than they 
were getting. 

Q.—The Foresters were not con- 
cerned with that. The Foresters had 
given you a specific sum of money to 
be expended in shares, and that sum 
of money was arrived at by calculat- 
ing the 65 cents on the dollar for all 
the stock that had been paid in to the 
company? A.—Yes., 

Q.—That mone ou 
i he oa ey undoubtedly 

Q.—You have told me there were 
at least two gentlemen, clergymen, 
as to whose stock you were asked to 
refrain and not to buy? A.—Yes. 


Q.—That was two sums of $2,000 
each; you had $1,300 on that account 
age you had not expended? A.— 
No. 

Q.—I want to know whether you 
are able to say that was ever refund- 
ed? A.—I have no doubt that what- 
ever was not expended of their money 
was refunded, and I recollect dis- 
tinctly cheques were crossed— 

Q.—We have seen the cheques you 
gave, the $3,750 and the $1,000? A. 
—Then you will get from Mr. Laid- 
law the cheques that he gave, and I 
think you will likely find these cheques 
entered in a_ book. ag 

Q.—But the cheques Mr. Laidlaw 
gave cannot affect the matter at all. 
Tt is the cheques that you gave, be- 
cause it was you who had the Fores- 
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ters’ money. Now what did you give? 
A.—Now I gave the cheques. 

Q.—You gave the cheques that are 
shown in this receipt? A.—No doubt. 

Q.—And you do not know of any 
other cheques you gaveP A.—I do 
not know of any other, and whatever 
cheques I did give closed the trans- 
action. 

Q.—Then Mr. Wilson have you told 
me all that you can recall of your 
connection with the purchasing of 
the Provincial Trust Company’s 
stock? A.—Yes, unless there is some- 
thing else you can draw my attention 
to. 

Q.—Well, it is all that you can re- 
call with such assistance as I have 
given youP A.—Yes. 

Q.—Then you became a director of 
the Union Trust Company? A.—Yes. 

Q.—And you were a Director and 
are a Director still, I think? A.— 
Yes. I should say to you what I was 
going to say before, that when I was 
first asked I declined, because the 
people from whom I bought stock 
might misinterpret my action and 
think that I had intended all along 
to become a Director, and then I laid 
that matter before the Executive for 
whom I was acting, and they said 
they would rather I would become a 
Director, because I would be enabled 
to help work our assets that I was 
familiar with, that otherwise would 
not be worked out to full advantage, 
and then it was that I consented to 
become a Director, and at that time 
I handed up all the papers. 

Q.—Then, Mr. Wilson, one little 
legacy of debt that this has left be- 
hind it is what is being carried as 
an asset in the yearly returns of the 
Foresters, under the heading of the 
Provincial Trust Company. Can you 
give any light upon that? Nobody 
that we have had hitherto has been 
able to give us any light on it? A.— 
I do not think I can assist you much 
upon that. 

Q.—You know to what I refer? A. 
—I do now, but I never knew be- 
fore; that is I never knew before 
this investigation. I never knew any- 
thing about this account of Mr. Laid- 
law’s. I suppose that if the I.0.F. 
went to expenses, part of those ex- 
penses that they would consider as 
put into the Provincial Trust Com- 
pany assets would be this account. 

Q.—I, am not.speaking of this ac- 
count at all. What we find is this; 
as the records give the transaction 
the ultimate destination of all the 
property of the Provincial Trust Com- 
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pany was the Union Trust Company ? 
A.—Yes, k 

+ Q.—You follow me so far? A.— 
Yes. 

Q.—And the disbursements which 
the Foresters had made in acquiring ‘ 
that property for the Trust Company 
the Foresters were to have refunded ? 
Awe sir, I don’t follow you that 
are 

Q.—Do you say it was not so, or 
you do not know? A.—I do not know. 

Q.—That you do not know? A.—I 
do not know, Mr. Shepley, the first 
thing about the bargain between the 
I.0.F. and the Union Trust Com- 
pany as to that. You will have to 
ask someone else. 

Q.—With respect to the Union 
Trust Company, it was acquiring the 
assetsP A.—Yes, 

Q.—And it was acquiring all the 
assets? A.—I think so. Perhaps I 
am mistaken. There was an Abbott- 
Mitchell matter, if I recollect right- 
ly about $20,000, and I do not think 
they were acquiring that. 

Q.—You do not think the Trust 
Company were acquiring that? A.— 

oO. 

Q.—And who do you think was? 
A.—I do not know unless it would be 
Mr. Laidlaw for the I.0.F. I have 
just a sort of recollection, I may be 
mistaken, but I have a sort of recol- 
lection that the Abbott-Mitchell mat- 
ter was kept out of that. 

Q.—Your recollection is apparently 
not very clear about it? A.—WNo, it 
is not clear at all. I know that was 
an item that was discussed backwards 
and forwards for days, if not for 
weeks, as to what should be done with 
it, and at that time we were agreed that 
Mr. Laidlaw should take it and hold 
it in trust, and that the proceeds 
should go to a certain extent to his 
clients, and to a certain extent to 
the Executive Committee, and then it 
was thought that his clients would 
not be interested in pushing it, and 
it was better for the Executive Com- 
mittee to keep it out entirely, and if 
I were.guessing at it—and it is only 
a pure guess—I would guess that the 
Abbott-Mitchell matter was kept out 
from the Union Trust Company. 

Q.—Are you able to say from your 
connection with the Union Trust 
Company what assets taken over by 
it from the Provincial were still un- 
realized at the end of last year? A. 
—No sir. 

Q.—Your information would not 
enable you to say that? A.—No. 
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Q.—You do not keep close enough 
track of matters for that? A.—wNo, 
because there were assets taken over 
you know that would be current and 
might run on for years. 

Q.—That would be different from 
what I am speaking of. Do you re- 
member whether or not the Union 
Trust Company paid the $2,500 that 
was for the organization expenses? 
A.—No sir, I do not. 

Q.—You do not know? A.—That 

I do not think it would have done 
sO. 

Q.—You do not think it would have 
done so? A.—It may have done so. 

Q.—It appeared in this statement 
as an asset? A.—It appeared in the 
statement of the Union Trust Com- 
pany. 

Q.—No, in the statement of the 
Provincial Trust Company—in the 


property in was handing over it was - 


appearing as an asset? A.—But re- 
member, Mr. Shepley, that was quite 
a different thing. You see the Pro- 
vincial Trust Company was selling to 
the I.0.F. When the Union Trust 
Company was formed then the I.0.F. 
was dealing with uo Union Trust 
Company. 

Q.—Was not this the way of it? 
Was not the stock of the Provincial 
Trust Company so that it was vested 
in representatives of the Foresters? 
A.—That is my recollection. It was 
vested in Dr. Oronhyatekha, Mr. Mc- 
Gillivray and Mr. Collins. 

Q.—Would you not assent to this 
proposition, that the ownership of the 
assets which the stock represented 
passed with the stock? A.—I would 
think it a matter of law. 

Q.—You would think it did? A. 
—Yes, 

Q.—That is the assets still remained 
the assets of the Provincial Trust 
Company but there was a new set 
of shareholders? A.—That is the 
way it was worked out to my recol- 
lection. That was while it was the 
Provincial Trust Company. 


Q.—Then the Provincial Trust 
Company surrendered its charter and 
and the Union Trust Company got 
its charter, and the Union Trust 
Company stepped into the shoes of 
the Provincial? A.—Oh, I do not 
say that at all. 

Q.—Do you say it did not? A. 
—I cannot recollect, but if I were 
guessing at it I would say it did 
not. 

JUDGE MacTAVISH : Q.—That 
it did not? A.—Yes. . 
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MR. SHEPLEY: You have not fa- 
miliarized yourself with the state- 
ments made to the Government upon 
which the new charter was issued and 
the old charter was permitted to be 
surrendered? A.—No. 

Q.—You do not know how that is? 
A.—No. 

Q.—That probably is the best way 
of deciding that. Then did you con- 
cern yourself actively with the or- 
ganization, after you got permission 
from your Executive Committee with 
the organization of the Union Trust 
Company? A.—WNo sir. You see Mr. 
Laidlaw became the solicitor for the 
Union Trust Company and I was a 
non-resident member of the Board, 
and I did not concern myself; in fact, 
I was not at the organization meet- 
ing. 

Q.—Who suggested your going upon 
the Board? A.—I think it was Dr. 
Oronhyatekha first and then Mr. 
Laidlaw afterwards, but it may have 
been the reverse, it may have been 
Mr. Laidlaw first and Dr. Oronhya- 
tekha afterwards. 

Q.—Did you take part in the ne- 
gotiations that went on looking to- 
wards bringing people who were not 
Foresters into the Union Trust Com- 
pany as Directors? A.—I think I 
was one of those brought in in that 
way. 

Q.—Did you take any part in 
bringing in others? A.—No sir, I 
did not. That is my recollection. 

Q.—Were you aware of the policy 
that was being followed in that res- 
pect P A.—Oh yes, we discussed the 
policy. That is, the intention, as I 
was told when I was brought in as a 
Director, was that the stock would be 
distributed, would be sold, to give 
greater influence to the Trust Com- 
pany, and that the I. O. F. would 
hold, if I recollect rightly, 51 per cent. 
of the stock, and that the remaining 
49 per cent. would be distributed 
among shareholders, giving preference 
to the members of the Foresters, but 
at the same time allowing the Direc- ° 
tors who were not Foresters to sub- 
scribe a fair amount, and they gave 
me the privilege of subscribing $40,- 
000, and I did subscribe $40,000. 

Q. —Then that policy was changed ? 
A.—Yes sir, that policy was changed 
quite a while afterwards. 

Q.—And how did that come about? 
A.—Well it came about in this way; 
it was found that the success of the 
Union Trust Company was go great, 
and the stock was so valuable, and the 
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prospects so good, that the gentlemen 
representing the Foresters did not 
want to let the stock go, preferred to 
pool it. | 

Q.—Did not want to let the public 
in? A.—wNo. . 

Q.—Do you know of any other sub- 
scription besides your own of any sub- 
stantial amount? A.—No, I do not 
know of any other actual subscription. 
There were to be actual subscriptions 
but those were cut off. 


Q.—Was yours actually subscribed 
for or allotted? A.—Oh yes, subscribed 
for, allotted and paid. I paid what- 
ever calls were made upon it. I do 
not know what cails were made, but 
I paid whatever calls were made upon 
it, and I held it for some years. 


Q.—You think soP A.—I think so. 
{ may be mistaken. 


Q.—Of course the books will be much 
better than your recollection? A.— 
Yes, much better than my recollection. 


Q.—How did you come to give that 
up? A.—I came to give it up in this 
way. The Board adopted a policy of 
strengthening the company; that is 
declaring small dividends and turning 
profits into rest, and the Board had 
made a bargain with the Foresters 
that the Foresters should receive 4 per 
cent. upon the money which the Board 
invested, and therefore the Foresters 
were interested in keeping dividends 
down to 4 per cent., because they were 
getting just as much by 4 per cent. 
dividends as the interest they were get- 
ting upon their money, They were 
satisfied with that and let all the bal- 
ance go to rest. When they determined 
upon that policy some of them said— 
it may have been myself but I do not 
think so—I think some of their repre- 
sentatives who were urging that policy 
said that that would make it hardly 
fair to Mr. Wilson who had put his 
money in it for the purpose of making 
dividends; and to give him 4 per cent. 
and accumulate rest was good for the 
company, but was not good for him; 
and they gave me then the option of 
taking back my money with what it 
had actually earned in the company, 
and reducing my holding to $1,000, 
and they had a calculation made up 
showing what the money had earned, 
I think 8.76 per cent. during the time, 
and I took back my money. 

Q.—With what it had earned in the 
meantime, and became a shareholder 
with the qualifying shares to the ex- 
tent of 10 ? A.—Yes. 

Q.—Like the other four we have 
heard of ? A.—Yes. 
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Q.—And after that was carried out 
there were only 50 shares altogether in 
the company which did not in truth 
and in fact belong to the Foresters? 
A.—I think so. At all events, after 
that was carried the policy to give all 
the profits to the Foresters. 

Q.—Then were you familiar with 
the business of the Trust Company? 
Were you a regular attendant at the 
Board meetings, and did you give your 
attention pretty well to what was go- 
ing on? A.—I think I could say that. 

Q.—What was the first syndicating 
that you heard of among members of 
the Board of the Union Trust? A.— 
I think the first I heard of was the 
Great West Land Company; that is my 
recollection. . 

Q.—You think that was the first 
you heard of? $A.—I think so. Of 
course I do not pretend to speak ac- 
curately as to time. 

Q.—How many syndicatings have 
you heard of ? A.—That one and that 
one only. 


Q.—You have heard of course of the 


Kamloops syndicate? A.—Oh that 
was 

Q.—You have heard of it since if 
you did not know of it then. You 


knew all about it then did you not? 
A.—No, and I do not know anything 
since. I think you are mistaken pos- 
sibly as to that. 


Q.—Perhaps you do not call it a 
syndicate. I wanted to use a general 
term which would cover all transac- 
tions by which those who were inter- 
ested in the company were concerned 
with having their business affairs 
financed with the company? A.—Well 
just now I have no recollection of that 
sort of thing in connection with the 
Kamloops Company. 


Q.—Then we will leave the Kam- 
loops case till we come to it, and we 
will see how that stands upon its 
footing. The Great West Land Com- 
pany originated, so far as you were 
concerned, with whom? Who first 
spoke to you upon the subject? A.— 
The first I heard of that, either Mr. 
McGillivray or some of the Foresters 
I think wired me to come to Toronto, 
and I saw them when I came to Tor- 
onto, and went with them to meet a 
number of gentlemen at an office down 
on the north side of King street. 

Q.—Who were the gentlemen? A. 
—I think Fowler, and I think Le- 
furgey and VanDusen and Shaw and 
Mr. Curry the Crown Attorney, and 
a Mr. Dale—there were about a dozen 
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I think but I cannot remember the 
names. . 

Q.—Had you before the meeting 
discussed it with anybody? A.—No. 

Q.—Not with Fpster or McGilli- 
vray? <A.—They told me before I 
went down to the meeting. 

Q.—I want to get what your first 
information was? A.—My first in- 
timation was that these gentlemen 
were interested in what was called 
the New Ontario Town and Farm Site 
Syndicate and that they had lands up 
on Lake Nipigon—is there a lake Nipi- 
gonP 
Q.—When you say these gentlemen, 
will you distinguishP A.—Well, the 
men whom I have mentioned, not 
Pope or Lefurgey, and that there 
were, if I remember rightly, water 
powers, and town sites, and all that 
sort of thing, and I went down and 
discussed that matter for about half 
a day. 

Q.—What else were you told before 
you went to the meeting? A.—That 
they wanted to turn this over, that 
they were short on capital, and they 
wanted to get Some person to go in. 

Q.—These people had a company, 
and they had some assets which were 
not considered to be of much value? 
A.—Well, they thought them of very 
great value, but I did not look at it 
in that way. 

Q.—And no person who was inter- 
ested with you did? That was a fore- 
gone conclusion so far as you were 
concerned, that you did not care any- 
thing about the proposition that those 
capitalists had? A.—No, pardon me. 
It was rather the other way. I think 
possibly I was the one that threw 
the cold water on that; that Mr. Mc- 
Gillivray and Mr. Foster, I think, 
thought it was a proposition well 
worth discussing. - 

Q.--Did you throw water so effec- 
tually on it that you extinguished the 
enthusiasm about it? A.—I think so. 

Q.--And that was before you ap- 
proached those gentlemen? A.—Oh 
no. that was after we had gone to the 
meeting, and discussed the matter 
very fully at the meeting. ‘ 

Q.—And heard-what had to be said 
in favor of the proposition? A.— 
Yes. 

Q.—That is what these people had. 
They had the New Ontario Lands or 
Town sites, whatever they were. and 
had a charter, and what had Pope 
and Fowler or Fowler and Lefurgey? 
A.—Well, I did not know those gen- 


tlemen, at that time, but either at. 


that meeting or almost immediately 
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afterwards—I am speaking only from 
recollection, I would be inclined to 
think it was at that meeting—I learn- 
ed that Pope and Fowler were inter- 
ested in lands in the North West; 
that is the 200,000 acres of land in 
the Saskatchewan Valley. 

Q.—Let us come back again to the 
interview between yourself, Mr. Fos- 
ter and Mr. McGillivray? Do you 
tell us that at that interview you did 
not know or did not discuss at all 
what Pope and Fowler had? A.—No, 
I did not tell you that. I cannot re- 
call that. 

Q.—Perhaps you will say you do 
not know whether you knew or not? 
A.—No. 

Q.—You do not mean to say you 
were all going down there to meet 
about the proposition about the town 
site? A.—That was what I was going 
down about. 

Q.—Without regard to the other? 
A.—Yes. > 

Q.—That is your best recollection ? 
A:—Yes. 

Q.—But you won’t be surprised if 
you are mistaken? A.—No, not a bit 
surprised if I am mistaken; that is 
too long ago. 

Q.—Now what next? Have you 
told me all that took place at the 
meeting between you three before you 
went down to the General Meeting? 
A.—Yes, I cannot recollect what took 
place between us three, but when we 
went down to the meeting it resulted 
in me not wanting to have anything 
to do with the Ontario property. 

Q.—That killed that? A.—yYes--—I 
would not say that killed it, but I 
would say the other gentlemen came 
to the same conclusion, Foster and 
McGillivray. 


Q.—In what capacity were you be- 
ing invited to this meeting, as you 
understood? A.—How do you mean 
in what capacity? As their solicitor? | 

Q.—What function were you’ sup- 
posed to be filling in your attendance? 
A.—In my personal capacity, not as 
solicitor or anything of that kind. 


Q.—Were you supposed to be capi- 
talists going down to inspect the pro- 
perty with the view of putting your 
capital in?  A.—Yes. 

Q.—That is your i¢ sa of what you 
were gi ng there for? A.—Yes. 

Q.—That is, that you were being 
asked by the Town Sites Syndicate 
to inspect a property with a view of 
putting your capital in it? A.—Yes. 
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Q.—Did you then suppvse_ that 
Pope and Fowler had an interest in 
this syndicate? A.—I had no sup- 
position one way or the other. I did 
not know the gentlemen whom I was 
introduced to at all. 

Q.—You did not know the gentle- 
men whom you were going to meet? 
A.—No. 

Q.—Did those who were associated 
with youP A.—I think they did. 

Q.—But they did not take you into 
their confidence, you say? A.—No 
sir, I do not° mean that at all. I 
mean that I went into a room with a 
dozen strangers and they went into 
a room to speak to people they knew. 

Q.—What I was asking you—per- 
haps I did not make the question 
quite clear enough—what I was ask- 
ing you was this; you said you were 
not aware of Pope and Fowler as be- 
ing persons interested in the Syndi- 
cate lands in Netw Ontario.? “—A.— 
That is my recollection. 


Q.—Did you expect to meet them 
there in any capacity when you went 
to the meeting? A.—No, Mr. Shep- 
ley, but that was because I did not 
know Pope and Fowler from the man 
in the moon. I did not know them 
any more than I knew the _ other 
men. 


Q.—I understand that. Perhaps 
the best way of putting it is this; did 
you understand you were going down 
to listen to the two propositions, or 
to two separate and distinct  inter- 
ests, or only one? A.—I think only 
one, but I am not sure. 


Q.—I was asking you about your 
associates, whether they were aware 
of the two, and perhaps that is where 
we got apart. Do you know whether 
they were aware? A.—TI do not. 

Q.—Nothing at all events was said 
to you? A.—Well, I would not say 
that, but nothing that I recollect. 

Q.—When you got to the meeting 
was the first thing done to discuss the 
New Ontario proposition and turn it 
down? A.—I believe so. 

Q.—Then how was the other taken 
up? At the same meeting? A.—I 
do not believe so, but it may have 
been at the same meeting. 

Q.—You do not think it was at the 
same meeting? A.—No. 

Q.—You think you parted? A.—I 
think so. 

Q.—How did you get in touch 
againP A.—Well, we had two or 
three meetings, my rcécollection is 
over that New Ontario business. 
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Q.—Perhaps you will tell me just 
in your own way how it developed? 
A.—I think it developed in this way; 
there was a gentleman a Mr. Dale, 
who was interested in New Ontario, 
and he was very persistent and he 
kept at us to persuade us that was a 
good proposition, and I think before 
we got through with that proposition 
—this is only a surmise—that he had 
got hold of the other men, and was 
acting as a sort of intermediary be- 
tween Pope and Fowler on the one 
side, and ourselves on the other. That 
is only a surmise. At all events we 
were brought together. 

Q.—You did not understand, I sup- 
pose, that the New Ontario Syndicate 
had any concern whatever, or any 
interest whatever, in the Saskatche- 
wan land? A.—Well, I won’t say 
that. I may have understood that 
at the time. I do not recollect it now. 


Q.—When Pope and Fowler became 
ready to discuss business, what was 
the way in which the proposition was 
put? A.—I recollect only Fowler, 
not Pope at all. As I understood him 
he had 200,000 acres of land, at least, 
that he was willing to sell that at 
$4.50 an acre. He showed us the lo- 
cation of the land. I think he told 
me from whom he had got it. 


Q.—From whom did he say? A.— 
Well, I think he said from the C.P.R.., 
but I may be mistaken—oh, I am sure 
he said from the C.P.R. Then he 
told me many things, you know, in 
the way of booming the land, to get 
me to take an interest, urging it on 
me, not improperly. 

Q.—What did he say by way of 
booming the land? A.—Well, he told 
us where it was, he showed me where 
the location was, that it was in the 
Saskatchewan Valley, and that it was 
in the best location and that they 
were good farming lands, and he told 
me that either the Northern Road 
was located or about to be located I 
think he said— 

Q.—Did he have any inside informa- 
tion upon the subject? A.—No, he 
did not say inside information, but he 
said it was either located, or about 
to be located—he did not say to me 
it was either located or about to be 
located, but I say he either told me 
it was located or about to be located. 

Q.—Which he said, you do not 
quite feel sure of P? A.—I do not quite 
remember. 

MR. KENT: Q.—I suppose he said 
it was a regular cinchP A.—Yes, he 
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put it very strong that way, and told 
me all the reasons he could think of 
to convince me. 

MR. SHEPLEY: Q.—Did he think 
of that particular reason, to say that 
he had advance information as to the 
location of the railway, and had se- 
lected it with reference to that? A. 
—He did not tell me that at that 
time, but either he or Lefurgey told 
me afterwards, not exactly as you 
put it; let me try to put it as he put 
it. I cannot recollect just now the 
words he used, but at all events it 
was in effect that he knew that thea 
road was going to be located there, 
and that lands were going to go up, 
and that lands were being held then 
by the C.P.R. as I understood him— 
of course I am giving my recollection 
of a long way back—that lands were 
being held there at $5 an acre. 


Q.—By the C.P.R. itself? A.— 
Yes. I am only giving you my recol- 
lection as best I can, that they were 
going to be put up or withdrawn 
from the market. 


JUDGE MacTAVISH: Q.—Put up 
in price? A.—Put up in price or 
withdrawn from the market, and some 
time after that again—of course I 
have been telling you what took place, 
not at the first conversation, but at 
the subsequent one, and some time 
after that again he told me they had 
been put up or withdrawn from the 
market, and then, I think, he drew 
my attention to a paragraph in the 
newspaper to that effect, or something 
to that effect, but, of course, this was 
all afterwards. 


MR. SHEPLEY: Q.—That was 
after you were all committed to the 
scheme? A.—Yes. 

Q.—You started to say he did not 
put it quite the way I have put it; 
that is about his having information 
in advance about the location of the 
road, but he said something else? A. 
—I cannot recollect just® the words 
he gave to me. 

Q.—Did they convey A.—I got 
the impression that he knew more than 
the public knew. 

Q.—That he knew more than the 
public knew? A.—Yes. 

Q.—Did he mention any names in 
that connection? A.—No, he did not. 

Q.—He did not tell you? A.—No, 
and remember, too, I am not sure that 
it was not Mr. Lefurgey. 

Q.—You have said that, that you did 
not know which it was. Did he say 
how they had financed their first pay- 
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ment? A.—No, he did not tell us the 
first thing about that. 

Q.—You did not know about that? 
A.—No. 

Q.—Did you hear anything in the 
course of any of these conversations, 
before or after, in the way of explain- 
ing why with the C. P. R. lands held 
at $5 an acre, they had got theirs at 
$3.50? A.—No. 


Q.—Did that strike you as some- 
thing extraordinary when you heard 
that P A.—No, I could not say it 
struck me ag anything extraordinary 
for this reason; as I understood, it was 
the policy of the C. P. R. to sell so 
many lands and then raise the price, 
and let the fellows to whom they sold, 
sell by retail, and therefore bring the 
general price in the locality up to the 
C. P. R. price—that that was the way 
they did business. 


Q.—I gathered—perhaps I went too 
far—I gathered that you intended to 
say to us that the C. P. R. were said 
to be holding these lands or lands in 
this vicinity for $5. Of course you 
knew these people were paying $3.50? 
A.—I learned that afterwards. I 
did not learn it the first day, you 
know. 


Q.—At the time you did learn it, 
did you get any information as to how 
in the world thev had got their lands 
at $3.50 if the C.P.R. price was $5? 
A.—This is the way I understood it— 
and I have possibly misled you by my 
words—I understood they had got their 
option and promise of these lands at 
a time prior to this, when the C. P. R. 
was giving lands to them at $3.50, 
that they had a good selection of the 
lands, that they had a splendid oppor- 
tunity to get good lands; that then, 
at the time we were bargaining for the 
lands the C. P. R. price had been put 
at $5. 

Q.—You did not hear the C. P. R. 
price had been $5 an acre when they 
approached the proposition, but they 
had got the lands at $3.50? A.—I do 
not quite catch that. 

Q.—You did not hear from them 
that the general price of this land, at 
which the C. P. R. were holding it 
when they went to buy, was $5 an 
acre, but they got it for $3.50? A. 
—No, I never heard that. 

Q.—You never heard that? till— 
perhaps you have been reading some 
of the correspondence which has been 
developed in this enquiry? A.—I have 
not been reading much; I have been 
too busy. 
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Q.—I am afraid you will have to be 
here tomorrow; we do not. want to in- 
commode you, but it cannot be helped. 
A.—Then I shall have to telegraph. 

(The Commission then adjourned at 
4.30 on October 10th till 10.30 October 
Lith): 


EIGHTY-FOURTH DAY. 
MORNING SESSION. 
Toronto, Thursday, October 11, 1906. 


Examination of MATTHEW WIL- 
SON, K.C., continued : 

MR. SHEPLEY: Q.—Have you 
been refreshing your recollection on 
any of the matters we were speaking 
bf yesterday? A.—Yes; I have. I saw 


this morning this account of Mr. 


Laidlaw’s which I had not read before, 
and I have no doubt his entry is cor- 
rect, that $360 was additional pro- 
fessional services paid to me. The 
entry appears in my book and in his 
account. I have also to say that I 
find that as to the two clergymen 
who in the end I was to not deal with 
that at least as to one of them I 
paid the 65 cents on the dollar for 
his shares, and as I gathered from my 
book and from Mr. Laidlaw’s account 
he paid the balance. That is how that 
comes about. 

Q.—How do you gather that from 
his account and from your book? A. 
—$350 in full balance, that is as Mr. 
Laidlaw has entered that there, Oc- 
tober Ist: ‘‘To paid Rev. Danie] Wil- 
liams in full balance $350.” Now 
there is in my book the entry show- 
ing that Williams telegraphed that 
he was sending his stock to me and 
I know I paid only the 65 cents. In 
my book under Thursday, I cannot 
tell what date it is, ‘‘Telegraphed 
Rev. Williams, Bath, re stock and he 
said he would send his to-night or 
telegraph to the contrary,’’ so that I 
have no doubt that my account which 
was given to Mr. Laidlaw would show 
that I had paid him the 65 cents. 65 
cents would be $650, and then $350 
paid by Laidlaw would make the 
thousand dollars. 

Q.—I quite see that but the only 
entry you point to is the entry of his 
telecraphing to you he would either 
send the stock or telegraph to the 
contrary? A.—Yes. 

Q.—You would, if you paid it at 
all, have paid it directly to him? A. 
—I think so. 

Q.—And not to Mr. Laidlaw? A.— 
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I am speaking from recollection, but 
I would say almost certainly paid it 
directly to him. 

Q.—With regard to the other stock- 
holder, do you find any trace of him? 
A.—I have not found any trace of 
him in the short time I have had to 
go over that. There is another entry 
in that book that I would like to 
refer to if you would allow me that 
I found this morning. (Refers to 
entry in Exhibit 577). ‘‘On Friday 
and Saturday, 7th and 8th June,” 
there is this entry, ‘‘Friday and Sat- 
urday going over accounts and books 
on both days with sheriff’?’—that was 
Dr. Widdifield—‘‘and Mr. Laidlaw, 
and on Friday night at Mr. Laidlaw’s 
house. Everything settled subject to 
Laidlaw finding further liability, and 
meeting adjourned until February 
14th at 2 p.m.’”’ Then on February 
14th there is this entry: ‘‘Went to 
Toronto. Directors’ meeting. Went 
over accounts again. Widdifield, 
Flett, McKinnon present and Laid- 
law; latter having found more errors 
in liabilities, $400, $105 and $15, 
which Laidlaw and those three agreed 
to settle.”’ ; 

Q.—You refer specifically to that 
entry as indicating what? A.—As 
indicating that at that time these ac- 
counts were all carefully gone over 
and a settlement finally made. 


Q.—That is the accounts between 
the vendor and the purchaser? A.— 
Yes. That included, of course, my 
account. In the account if I received 
money from Mr. Laidlaw I treated 
that as my client’s money and then 
if I paid out money I treated it as 
paid out of my client’s money. And 
then just in connection with that 
there was a release given, a formal 
release given at the time. 

Q.—By whom to whom? A.—By 
myself as holder of all the stock to 
the Trust Company and the Executive 
Committee. (Produces release.) 

Q.—This is the 12th April, 1901: 
‘‘Whereas the Company has requested 
Wilson to procure assignments to 
Wilson of stock or shares in the com- 
pany and the said Wilson has pro- 
cured a large number of shares in the 
company in* order to convey the same 
as requested by the company, and as 
is now proposed to be done; and 
whereas it is the intention of the 
said parties as well as the parties to 
whom such assignment of Wilson is 
to be made that the said Wilson shall 
release and discharge the company, 
including all the parties of the second 
part, from all liability or responsibili- 
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ty whatsoever that they may or might 
be under for or in connection with the 
said company or the management 
thereof in any manner whatsoever to 
the said Wilson or to any holder of 
the said stock or shares or any part 
thereof.”’ What was the purpose of 
that, what liability or responsibility 
was aimed at there? A.—That was 
the liability as to which the Execu- 
tive Committee had procured the 
opinion of Mr. Blake. 

Q.—Then, ‘‘Whereas it is also the 
intention that the said Wilson shall 
not be liable or responsible upon the 
stock, for any unpaid call or for any 
liability or responsibility whatsoever.”’ 
Then the parties ‘‘Agree with each 
other to release, discharge and forever 
quit claim each other and one another 
from all such liability or responsibili- 
ty whatsoever of, in, to or in connec- 
tion with the said company or the 
management ‘thereof or the said 
shares, so that no one of said parties 
either by himself or with others shall 
have hereafter any claim, demand or 
right whatsoever as against any other 
one or more of said parties for or 
in respect of the said stock or any 
‘calls thereon, or for or in respect of 
the said company or the management 
thereof or the transaction of any 
business connected therewith.’ That 
was intended to prevent you from be- 
ing under any personal responsibility 
in respect of the stock standing in 
your name? A.—Yes. 

—Release referred to filed as Ex- 
hibit 579. 

Q.—Just before leaving that and 
having regard to what you have 
told me I think I asked vou this, but 
if I did not ‘I want to ask you again; 
in your letter of the 4th April when 
you had got practically all the stock 
that you did get, because the whole 
matter was closed up on the 11th, 
you write to Mr. Laidlaw: ‘This 
arises from the fact that I have up 
to date in no case paid more than 
the 65 cents on the dollar even for 
fillyeapeaid. up  stock:?’? A.—I 
think that was correct. 

Q.—That you had in no case paid 
more, and you tell us now you had 
in every case paid that much? A. 
pool SULT] Kaas 

Q.—Why adopt that form of ex- 
pression? A.—Because a good many 
wanted me to pay more and I ab- 
solutely refused, and I was telling 
him in no case did I pay more, that 
is my recollection. Of course the 
letter is really safer to rely upon 
than my recollection. 
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Q.—At all events you are going to 
bring your cheques? A.—I under- 
stand that if I sent them to you that 
is all you want. 

Q.—You are going to send the 
cheques that passed to the various 
stockholders in respect of this? A. 
—I think I can find them; I should 
say, too I think I gave you the im- 
pression yesterday that I paid by my 
own personal cheque. It will be 
found that where I paid to people 
who did not live where there was a 
Standard Bank Branch I probably 
paid by my firm cheque or in some 
other way than by my personal che- 
que. In one case I remember: I 
bought a draft in the Bank of Com- 
merce, and sent it because there was 
no Standard Bank where the man 
lived. 


JUDGE MacTAVISH: You have 
all the vouchers? <A.—I will either 
have the vouchers or they will be 


with those papers which I handed 


over. 

MR. SHEPLEY: Q.—Passing to 
the transaction we were dealing 
with last night, we were discussing 
when the adjournment arrived your 
interviews with the people who had 
the North-West land the Saskatche- 
wan land, and you had got so far as 
to tell me you do not remember any- 
thing being said about the price hav- 
ing been lowered to this syndicate by 
the C.P.R.; I think that is what you 
said last nightP A.—I do not re- 
collect the price I think being low- 
ered, but I do recollect they pointed 
out that they had got it at such a 
low price. 

Q.—And your recollection ig they 
said the price of the C.P.R. lands in 
general had been raised to $5, al- 
though they were getting them at 
$3.50? A.—Were $5, I do not think 
they said raised to $5. 

Q.—The statement may have been 
that the general price of lands of the 
C.P.R. was $5 but they had _ got 
these for $3.50? A.—It may have 
been for all I know; they did not 
tell me that. 

Q.—You got some impression about 
it? A.—This is what ther told me 
that led me to the conclusion you 
mentioned. They said the price of 
lands there that the C.P.R. held, $5; 


We got these at $3.50. They did not 


tell me in so many words the price 
of lands at the. time we got them 


_ were $5, but a person might infer 


that or not infer it. 
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Q.—Did you infer it? A.—No, I 
did not infer it at the time. 

Q.—You inferred that the price of 
lands had gone up there since the 
purchase? A.—Yes, and that they 
were still going up further. 

Q.—Did you hear during any of 
these discussions who were with 
Pope and Fowler, in the ownership 
of the lands? A.—No sir, I did not. 

Q.—How many names did you 
hear altogether? A.—My _ recollec- 
tion is Mr. Lefurgey was there and 
there and then I heard the names of 
Pope and Fowler, I did not know 
at that time Lefurgey’s connection 
with it, and the only persons I did 
know were Pope & Fowler. 

Q.—Did you at any time up to 
the time when the Great West Land 
Company was formed and the stock 
allotted know anything about’ the 
people who were with Pope & Fow- 
lene 2A: No sir) ehidid,) not- know 
that until quite a long time after- 
afterwards. 

Q.—You became aware when the 
time came for the distribution of 
the stock, you were a party to the 
distribution of the stock? A.—Yes. 
Q.—Whom did you ascertain to be 
interested in addition to those you 
have mentioned? A.—I think we 
became aware even before the distri- 
bution of the stock, I think we be- 
came aware the payments had 
to be distributed, and my _ recollec- 
tion is there was Lefurgey and Mr. 
Bennett and a Mr. Peuchen. I 
think that is all; I cannot remem- 
ber any other just now. There may 
be one more, if you can draw my at- 
tention to the name I might think 
of it. 

Q.—You do not at present remem- 
ber any others? A.—No, Pope, 
Fowler, Bennett, Lefurgey, Peuchen, 
I think those were all. 

Q.—Those are all you remember? 
A.—Yes sir. 

Q.—I think you told me last night 
you had no knowledge, were not in- 
formed at any time how they had 
financed the first payment? A.— 
No. 

Q.—Will vou go on and give us an 
account of how the deal was com- 
pleted, what the negotiations  cul- 
minated in in the end? A.—In our 
purchase of one-half interest in the 
200.000 acres. 

Q.—Stop there for a moment, your 
purchase of a half interest, when you 
say ‘‘our purchase’? what do you 
mean? A.—I mean the purchase by 
McGillivray, Foster and myself. 
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Q.—In your purchase of a half 
interest? A.—Yes. 


Q.—What do you mean by that, 
that you only own half the lands? 
A.—Yes. 

Q.—An undivided half interest in 
the lands? A.—Yes. 


Q.—Who purchased the other half? 
A.—Nobody then. 

Q.—Who was to? A.—Nobody. 

Q.—Were Pope & Fowler to carry 
tha wother half themselves? A.—I 
am saying nobody so far as I was 
concerned or knew, but I understood 
that Pope or Fowler, or rather Fowler 
—I should not use Pope’s name, be- 
cause I did not see Mr. Pope so far 
as I recollect, I may have seen him 
but not to know him. 

Q.—Call it the Fowler party? A. 
—Yes, the Fowler party included 
a number of other people. 

Q.—In addition to those whose 
mames were disclosed? A.—Yes, 
that is, whose names | have given to 
you yesterday, I think, that is Van- 
Dusen, Shaw, Dale, Mr. Curry and 
perhaps a dozen in all. 

Q.—You say Fowler’s party in- 
cluded those? A.—Yes, as I under- 
stood it, that they were to include 
those, and then that party had the 
other half of these lands. 

Q.—Let us get it now, the original 
Fowler party was selling an undivi- 
ded half interest to your syndicate 
and another half interest to a syn- 
dicate in which the original Pope & 
Fowler party were themselves mem- 
bers? A.—That is the impression I 
got. I had of course nothing to do 
with that, they did not tell me and 
I did not inquire. I had nothing to 
do with that. Then that party was, 
if I recollect rightly, to finance their 
half. We were to finance our half. 
Then we were to name a_ certain 
number of directors for the company 
and they were to name a_ certain 
number of directors for the company 
—I forget the exact names. Then 
we discussed our directors, who 
should be our directors. We waited 
for them and after a time, I cannot 
say how long, whether it was a week 
or two weeks or what time it was. I 
learned from either Mr. McGillivray 
or Mr. Foster that the other fellows 
had come to the conclusion that they 
could not pull together and finance 
their half and that they were willing 
to give up the other half on the 
same terms that they had given to 
us the first half. 
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Q.—That requires some little light ; 
did you make no distinction as re- 
gards the original vendors of the 
land between say Fowler and Cur- 
ry? A.—Oh no sir, I made no dis- 
tinction. 

Q.—You made no distinction be- 
tween them as vendors to you? A. 
—No, because it made no difference 
to me whether there was one person 
or a dozen persons. 

Q.—1 want to get what was in your 
mind, you did not suppose that Cur- 
ry and the other gentlemen you have 
named who were in the New’ On- 
tario Town Sites Syndicate, were 
purchasers from the C.P.R., did you? 
A.—No sir, I suppose that they were 
making some arrangements’ with 
Pope and Fowler, what arrange- 
ments those were | did not know. 


Q.—You have told us a good deal 
now about the form the negotiations 
took, let us hear something about 
the substance, what was doing in the 
way of profits? A.—In the way of 
profits, the property was to be turn- 
ed over to a company to be formed, 
or a company already formed to be 
bought, and the lands being bought 
at $4.50 an acre were to be turned 
over at $5 an acre. 


Q.—Originally the land had been 
bought as we know at $3.50 an acre 
by Pope & Fowler? <A.—yYes sir. 
That of course we had nothing to do 
with. 

Q.—But you had something to do 
with the formation of the company 
“ee took the lands over at $5? A. 
—Yes. 

Q.—And you know I suppose what 
the arrangements were in respect of 
all the intermediate profits? A.—In 
what way? 

Q.—Who was to get them? A.— 
The persons interested in the pur- 
chases from the Pope & Fowler peo- 
ple were to get the profit of the 
50 cents per acre, between $4.50 and 
$5, as it would be turned to the 
company. 

Q.—There was another intermed- 
jate profit between $3.50 and $4.50? 
A.—We had nothing to do with that. 

Q.—What was being done with it? 
A.—I do not know what was being 
done with it, and I was not inter- 
ested in that. You see we bought 
at $4.50. 

Q.—Let us look at the thing rea- 
sonably, did you not fully under- 
stand that Pope & Fowler, using 
that name as distinguishing those 
who had originally bought from the 
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C. P. R., that they were making a 
profit of one dollar an acre? A.— 
I did afterwards, I did not at first, 
when I first discussed the transac- 
tion and up to about the day we 
actually closed the bargain for the 
half I do not think I know what they 
had paid. It was about the last 
day. Then I knew of course what 
was paid and I knew they were mak- 
ing $1 an acre upon their bargain. 

Q.—Your final bargain was made 
upon the footing of their making a 
profit of $1 and your making a pro- 
fit of fifty centsP A.—No sir, our 
final bargain was made upon a foot- 
ing of $4.50 perfectly regardless of 
what they made. 

Q.—You knew they had paid $3.- 
50P <A.—Yes. 

Q.—You knew that is what had to 
be paid to the C.P.R.? <A.—Yes. 


_ Q.—And you knew you were go- 
ing to pay in the first place $4.50? 
A.—Yes. 

Q.—Somebody had to get the dif- 
prone between $3.50 and $4.50? A. 
—Yes. 

Q.—And you knew perfectly well 
who had to get the difference? A.— 
Certainly, as far as we were con- 
cerned. 

Q.—Then go on and complete the 
statement as to what the final ar- 
rangement was, and please in stat- 
ing it deal with the  propogition 
from the time the lands went out 
of the hands of the C.P.R. down to 
the time they were to go into the 
company, give me the details of the 
arrangement with the various inter- 
estsP A.—In the first place there 
was the assignment of the one-half 
Ties 

Q.—You speak of an assignment of 
halfive sc ess 

Q.—Was there any document about 
that? A.—I believe there was and I 
believe that was transferred to the 
Union Trust Company, but I do not 
recollect that. 

Q.—You believe it was? A:—I 
have no doubt in the world that we 
had in the first place closed the option’ 
on the first half. 

Q.—I want you to look over this: 
bundle here and see if the document 
you mean is any of those? A.—That 
IT cannot tell, I wes not solicitor for 
the matter at the time. 

Q.—You were executing documents? 
A‘-—Yes. 

Q.—And I do not think you want us 
to believe you were not understanding 
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the documents? A.—WNo sir, I think 
I tried to understand and I think I 
did understand. I did not sign any 
of these documents apparently, and 
they are documents drawn by Mr. 
Curry. 

@.—Do you see what these purport 
to be? A.—No sir. 

Q.—They purport to be in the first 
place an option of sale between the 
Canadian Pacific Railway Company 
and Pope & Fowler, that is what that 
first one purports to be? A.—Yes. 

Q.—That has a schedule of the lands 
annexed to it; the next one purports 
to be an assignment of that option 
from Pope & Fowler to the Union 
trust Company, is that what you refer 
toPp A.—For what purpose. I would 
like to read that over. 

Q.—I should like you to read it 
over even if it takes a little time. I 
want you to get your ideas collected 
about this transaction so that you can 
discuss it in a way to give some \light. 
It will take you five minutes, and 
we will wait. 

Q.—That is not the document you 
are speaking about, of course? A.— 
No, that is a subsequent document. 

Q.—Where is that document? A. 
—I do not know. I have never had 
the custody of any of the documents. 

Q.—Who has? A.—That dogument 
would be with Mr. McGillivray or Mr. 
Foster, in the first place, and would, 
no doubt, be superceded by the one 
in your hand. 

Q.—You never had the custody of 
it?. A.—No, and I did not draw it. 

Q.—What was it? -A.—It was an 
agreement to give us the one-half in- 
terest; as I understand it, that which 
you have in your hand gives the whole 
interest ? 

Q.—Yes? A.—That was the differ- 
ence between the two documents. 

Q.—Gave you the half interest. Go 
on and tell me what its terms were, 
as you recollect them. I want the 
substance of the document? A.— 
Gave us the half interest at $4.50. 

Q.—In the first place who were the 
vendors? A.—Pope and Fowler. 

Q.—And who the vendees? <A.— 
McGillivray, Foster and myself. I 
should not say vendees. It was an 
option given to us which was accept- 
ed by us. 

Q.—We will not stick in the bark of 
calling it an option or an agreement. 
It gave you what? A.—A half inter- 
est in the 200,000 acres. 

Q.—At what price? A.—$4.50 per 
acre. Pope and Fowler had paid 
part. We were to refund to them the 
part they had paid. 


6 EDWARD VII., A. 190 


Ind. Order of Foresters. 
(M. Wilson, Ex’d.) 


 Q.—The whole of it? A.—No. 

Q.—You said you had to refund 
the part they had paid, the whole of 
the part they had paid? A.—The 
part that would represent the 100,- 
000 acres. We were to pay to them 
what would represent the 100,000 
acres over and above the $3.50 that 
we would pay to the C.P.R. 

Q.—I should have thought you 
could tell me more rapidly than I 
could tell you. You were to pay 
$3.50 for 100,000, to the C.P.R.? A. 
—Yes. I thought I was telling it 
pretty rapidly. 

Q.—Refund to them half of what 
they had paid on the whole 200,000 
acres? A.—Yes. 

Q.—And you were to pay $1 an 
acre on the 100,000 acres to Pope and 
Fowler? A.—Yes, that was the sub- 
stance of it. 

Q.—Did you, in pursuance of that 
agreement, make any payment? A.. 
—No, sir. 

Q.—Why was that? A.—Befo:p 
the time came for our making a pay- 
ment and after I had arranged to 
make the payments, we found that 
the other parties could not finance 
their half and then they came to us, 
wanting us to take what they con- 
trolled of the other half. They did 
not -control the whole of the other 
half, but wanted us to take what 
they controlled of it. 

Q.—Then make that a little clear- 
er. The other parties, whom do you 
mean by that? A.—It came, as I 
understood—I had no personal ne- 
gotiations as to that part of it— 
from Fowler representing Pope and 
Fowler again. 

Q.—That is Pope and Fowler, as . 
you were given to understand, 
could not do what? A.—Could not, 
with the parties they were associ- 
ating with them, finance their end 
of it. I think that, as I gathered, 
they were strangers and did _ not 
know one another ‘very well and did 
not pull together and they prefer- 
red rather to sell and get out of it, 
rather than to come in as was origin- 
ally arranged, appointing. their share 
oe. directors and financing their 
alf. 

Q.—Now the people who were to 
get out, to retire, were the people 
other than Pope and Fowler; Ben- 
nett, Lefurgey and Peuchen as you 
understood it who were interested in 
it—the other half, is'that right? A. 
—No sir. These people remained in 
it, that is to say, when we got the 
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other half there were still about a 
dozen shareholders. 

Q.—I should not have used the 
word ‘‘retire’’? perhaps. The people 
who were not pulling together? A.— 
Yes, possibly that would be a fair 
expression to use. 

Q.—The people that Pope and 
Fowler were finding it difficult to 
pull with were the members of the 
New Ontario Town Site Syndicate? 
A.—As I understood it. 


Q.—These gentlemen were not, ap- 
parently, prepared to assist Pope and 
Fowler substantially to carry their 
half? A.—No sir, a lack of know- 
ledge prevents me from saying that, 
although that may be the case. 

Q.—You do not know that, but at 
all events they were not pulling to- 
gether. 

Q.—Then what? A.—Well, then, 
they came to us. 

Q.—Who didP A.—As I under- 
stood it, Fowler, representing Pope 
and Fowler and all these other par- 
ties. 

Q.—Fowler, representing the whole 
of the other half? A.—yYes, as I 
understood it. 

Q.—Not only as to Pope’s part, 
but the part of the New Ontario 
Town Site Syndicate? A.—Yes, and 
in connection with that, Mr. Curry 
did speak to me and I think Colonel 
Shaw spoke to me and I think Van- 
Dusen spoke to me, so that I had 
discussions ‘with them all, but I 
think that it was possibly Mr. Dale 
and Fowler or some of them—I do 
not know—that carried the option 
as it were of the remaining half ex- 
cept a number of shares which were 
held and not given up and_ which 
would not then be given up by these 
people, say a dozen of them, outside 
of Pope and Fowler. 

Q.—Let me see if I have caught 


what you mean. The shares which, 


although they were not pulling to- 
gether, they were insisting on re- 
taining? A.—Yes. 

Q.—Can you give me that) any 
more in detailP A.—I don’t think 
I could unless you gave me the sub- 
sequent documents. 

Q.—This is what is on the record 
now, Mr. Wilson. In the first place 
there were five members apparently, 
of the Town Site Syndicate, each of 
whom had subscribed for one share 
of stock in that syndicate? A.—I 
think that is right. 

Q.—And we find that throughout 
these gentlemen retained in the new 
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company that was formed, five 
shares? A.—I think that is right. 

Q.—Now, what other shares? A.— 
Well, in addition to those there was 
a gentleman named VanDusen, and 
Colonel Shaw and a Mr. either 
Boisseau or Dusseau, and a Mr. Dale. 
I do not know whether it is Dusseau 
or Boisseau, but I think it is Dusseau. 
You must have a list of them; if you 
will name them? 


Q.—You can call them the Curry 
or VanDusen party, so that we will 
get some distinctive name,  distin- 
guishing them from Pope and Fow- 
ler, on the one hand, or your gsyn- 
dicate on the other? A.—Well, sup- 
pose you call them the Curry party. 

Q.—Shaw, Murray, VanDusen, 
Dale, Dinnick, Curry and Kidd.? A. 
—Those are they. 


Q.—Dusseau, Diver, Boeckh also. 
What other shares did this party re- 
tain? A.—I think that they had 
about sixteen shares a piece, some 
of them fifteen shares, possibly some 
of them ten shares, but I think the | 
most of them ran about 10. shares 
each. 

Q.—Are you speaking now of what 
the final arrangement was or what 
the arrangement was when they 
came to you with the new _ proposi- 
tion? A.—I understood that that 
was always their interest. 

Q.—As between them and Pope 
and Fowler? A.—Yes. 

Q.—Is that all the interest that 
ron understood them to have? A.— 

es. 

Q.—And the residual interest was 


in Pope and Fowler? A.—As I un- 


derstood. 

Q.—I am only trying to get what 
you understood at the timeP <A.— 
Of course that I did not inquire in- 
to. 

Q.—Then go on with the negotia- 
tions that took place and tell us what 
their course was and what the result 
was? A.—Well, when the proposi- 
tion came in. from them, that they 
were not able to handle the matter 
financially and wanted to turn the 
matter over to us, I was sent for 
again and I came to Toronto and dis- 
cussed the matter with Mr. McGilli- 
vray and Mr. Foster, and they told 
me what was then proposed, and I de- 
clined to 

Q.—What ‘was then proposed? A. 
—To give to us the remaining inter- 
est, so far as Pope and Fowler could 
give it, which would represent every- 
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thing, except the Curry crowd and 
that original five shares. 


Q.—Then what I understand by that 
is that when the proposition was made 
before you it was a proposition prac- 
tically that you should go into part- 
nership with Pope and Fowler? A. 
—With McGillivray and Foster. 


Q.—That McGillivray, Foster and 
Wilson should go into partnership as 
to the remaining half interest, with 
whom? A.—With nobody. Except 
these fellows that you call the Curry 
crowd. 


Q.—That is you were asked then to 
step into the shoes of Pope and Fowler 
with respect to the other half? A. 
—Yes, a little more. Pope and Fowler 
were getting something out of it. If 
we stepped into the shoes of Pope and 
Fowler as to their half, surely, Pope 
and Fowler would be getting no pro- 
fit. We were to step into their shoes, 
paying $4.50 for the land. 

Q.—That is they were to get out 
with their profit of $1 an acre on 
that 100,000 acres, too? A.—Yes. 
When I speak of a dollar an acre, 
I do not mean a dollar an acre cash. 

Q.—I understand that; I think 
that has been made quite clear. Then 
that was the proposition that was 
laid before you, and what did you 
do? A.—Well, I declined, because I 
felt that I did not want to undertake 
any more than my share of the first 
half and I did not want to go into 
so large a transaction, and I preferred 
to remain as I was. 


Q.—What was the attitude of the 
others? A.—They thought it was 
such a good thing that we should not 
lose the opportunity of getting it, 
and particularly we would be able to 
make more out of our own half if 
we had friends in the other half, be- 
cause we could work better together 
and make better sales, handle the com- 
pany better; we could select our own 
directorate; under the first arrange- 
ment we were only to select a certain 
number and they were to select a cer- 
tain number, and that view was dis- 
cussed by them. I was impressed by 
that and thought it was the proper 
view, but I was not prepared to go 
into so large a transaction. I had 
not made arrangements in my own 
finances to carry so large a transac- 
tion, and I told them so. Then when 
TI took that stand they said ‘‘Why 
not take the matter up and get some 
person to finance it for us?’’ I was 
quite agreeable to that, providing they 
would go to some outside company. 
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Q.—What do you mean by some out- 
side company? A.—Some company 
other than our own company, other 
than the trust company. 

.—You were alert to see the vice 
of that? A.—Not to see the vice of 
it. I do not speak of it as a vice. 


Q.—Then why did you object to 
their bringing it to your company? 
A.—I look upon it as an indiscreet 
thing, that I never do if I can avoid 
it. 

Q.—You will not go so far as to 
call it a vice? A.—Oh no, not at all. 
Because it has to be done. It de- 
pends on the transaction. 

Q.—It depends on people’s views of 
these things? A.—I do not think it 
depends so much on people’s views as 
upon the particular transaction. For 
instance—if you will allow me to ex- 
plain what I mean—suppose there is 
a trust company and upon the board 
of that trust company there are a 
number of bank directors who are also 
interested in a bank. Now, I do not 
think it is a vice for that trust com- 
pany, if they want to borrow money 
from a bank, to go to a bank, the di- 
rectors of which are on the board of 
the trust company. It is a thing that 
is done all the time. You have to do 
it. 

Q.—No, you do not have to. 

MR. KENT: Would it make any 
difference in your view, if a majority 
of the directors of the trust com- 
pany were also a majority of the direc- 
tors of the bank? A.—I do not think 
it would make any difference if the 
transaction was open and fair and 
consented to by each of the other di- 
rectors. I think it would make a very 
great difference if the majority of the 
directors: by their strength as the ma- 
jority, carried a proposition of that 
kind. I do not think that ought to 
be done at all. 

MR. SHEPLEY: I suppose you 
have heard of such a thing as a 
‘strong’ director and a ‘‘weak’’ di- 
rector? A director who knows what 
is going on and a director who does 
not know what is going on? A.—I 
suppose each individual thinks he is 
a strong and not a weak director. 

Q.—But you know there is a differ- 
ence in the calibre and strength of 
men? A.—Yes. 

Q.—You know there is a diflerence 
in their diligence and their power of 
perception? A.—Yes. 

Q.—And you know there are gen- 
tlemen who go on boards of directors 
and who pay very little attention to 
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what is going on? A.—I am sorry to 
say there are. I do not think it 
should be so, though. 

Q.—Then you objected? Who sug- 
gested going to the trust company 
when you made your objection? A. 
—My impression is that Mr. McGilli- 
vray suggested first going to the 
Trust Company and when I made 
the objection, my recollection is that 
Mr. Foster then said, ‘‘Well, if that 
is a proposition which is a good pro- 
position and if we have the interest 
of our Trust Company in mind, I 
think that we ought to offer that at 
all events to our company; if they 
do not want to take it, they need 
not, but it is our duty, in the inter- 
ests of our company, if we have a 
good thing, which is legitimate busi- 
ness for a trust company to do, to 
briug it to that company.’ That is 
my recollection as to hig attitude as 
to that. I took my same stand and 
Mr. McGillivray was raising money 
by mortgage; and if that was to be 
carried out, McGillivray said that he 
would stop the proceedings to raise 
money by the mortgage to finance, as 
we had previously arranged. 

Q.—That he would stop financing ? 
A.—Yes. 


Q.—Why? A.—Because if we were 
going to take it to a company, then, 
of course, he would not need to raise 
the money. 


Q.—But I thought you were only 
going to take this half to the Com- 
pany, that is all you have told us 
of, so far? A.—Pardon me, I did 
not understand you or you did not 
understand me. The proposal then 
was to take the whole matter of fin- 
ancing to the company, not only as 
to the half but as to the other. 

Q.—Why? A.—Well, I suppose 
because they wanted to control the 
whole instead of controlling merely 
the half. 

Q.—It had not come to them in 
theory. In theory it was still in the 
bosoms of Mr. Foster, Mr. McGil- 
livray and Mr. Wilson. A.—When I 
said they, I meant Mr. McGillivray 
and Mr. Foster. That is they de- 
sired to control the whole instead of 
the half. ; 

Q.—We are told and with serious- 
ness that you three gentlemen had ar- 
ranged to fianance half of this pro- 
position? A.—Yes. 

Q.—That you were prepared to 
finance half of it? A.—Yes. 

Q.—Then we find that as soon as 
the other half gets into question 
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not that half is financed, but the 
whole? A.—Yes, That is correct. 

Q.—Now, I think you’ ought to 
give us an explanation of that? A. 
—Well, I thought that was what I 
Was giving you an explanation of. 
The going to any company at all was 
never thought of until this subse- 
quent half, or the half minus the 
Curry crowd, came in as an option, 
and then it was proposed to take the 
whole and to offer it to a company to 
finance. 

Q.—Can you tell me what sugges- 
tion wag made for abandoning the 
idea of independent financing as to 
your half? What underlay that idea? 
A.—Why, I cannot tell you any fur- 
ther than this, my objection to going 
into the whole because I felt that the 
half was enough. 

Q.—Then that would be answered 
by saying ‘‘Very well, we will keep 
our half and finance the other half,” 
that would answer that? A.—But 
that would not have saved Mr. Mc- 
Gillivray from making the mortgage 
and would not have been  satisfac- 
tory in the way of financing either 

Q.—Why was Mr. McGillivray to 
be saved from making the arrange- 
ments he had contemplated as to the 
half? A.—He was not to be saved. 
Remember this was before we went 
to the Trust Company at all. 

Q.—I know; I am talking about 
what was passing in your minds and 
conversation? A.—This is what was 
passing at that time. There was no 
proposal on the ‘part of anybody 
that we were to save McGillivray, 
from financing his third of the one- 
half. 

Q.—You said, yourself, that would 
not have saved McGillivray from 
mortgaging his land. He was _ pro- 
posing to mortgage his half to 
finance his part of the half? A.— 
Yes. 

Q.—Why should he not go on do- 
ing that? A.—He should, if that 
transaction was not carried out. 

Q.—I am trying to find out what 
in the world was the reason when you 
were all prepared to finance your half 
and it became a question of financing 
the other half, why did you not con- 
tinue to finance your half and to only 
get the financing of the other half 
done by the Union Trust Company? 
A.—That I would have thought a most 
extraordinary proceeding. 

Q.—Why? A.—It never would have 
occurred to my mind to do otherwise 
than if we went to a company to fin- 
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ance it, we would go to the company 
to finance the whole; that is, if we 
would bring the proposition to a com- 
pany we would bring it as a whole. 


Q.—It was a whole proposition; 
whether it related to the whole or the 
half, the proposition would be whole? 
A.—But the proposition then would 
be, that instead of taking half we 
would be taking half, plus the other 
half, barring out the Curry people. 


Q.—Then what else did you discuss 
before you laid the proposition before 
the Union Trust Company? Ay.— 
Well, I objected to bringing it to the 
Union Trust Company, because the 
interest which the Union Trust Com- 
pany would ask, would be a higher 
interest than I would have to pay, 
and I said I did not want to bring 
it to them for that reason, that I pre- 
ferred to keep simply the half and 
finance the half and not have anything 
to do with the other. Now, I think 
that that is the substance of all that 
took place before we discussed the 
matter with the Union Trust Com- 
pany. 


Q.—Then you leave it at that, that 
the discussion ended with an objection 
by you to paying the higher interest 
that would be asked by the Union 
Trust Company. That was not sur- 
mounted in any way before you went 
to the Union Trust Company? A.— 
No, sir. 


Q.—How did you come to let it 
go to the Union Trust Company as a 
proposition, if your objection was still 
maintained? A.—Well, they wanted 
to discuss it with them. 


Q.—With whom? A.—With the 
Union Trust Company people, that 
is the other members, and see what 
they thought about it. 


Q.—In other words, they wanted 
to discuss it with their co-directors ? 
A.—Yes, to see what they thought 
about it. McGillivray said that they 
had lent money as low as 43 per cent. 
and he thought that the Trust Com- 
pany ought to give us money as low 
as they would loan it to any person 
else, and I remember pointing out, I 
said ‘‘There is just the thing that I 
do not feel like going to them for, 
because immediately you begin to dis- 
cuss the question of interest, I said, 
TI would not vote on or discuss the 
question of the interest which I should 
pay.” That was the way the tring 
arose. Then we went to the Tr:st 
Company directors and we talked it 
over with them. 
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PMA Sc did you talk it over 
with? A.—The Doctor, [ think every 
director, except Mr. Stevenson. 

Q. dias is were they? <A.—I cansct 
recollect just now. 

Q.—Did you talk it »ver with Sir 
John Boyd? A.—Yes, I did 

Q.—With Mr. Davidson? <A.-—Mr. 
Davidson was at the meeting, I tnirk, 
but I do not remember ‘talking it 
over with him at all. 

Q.—Are you speaking now of dis- 
cussions before a formal meeting ‘tock 
place? <A.—Yes; vot at a formal 
meeting. It was discussed before a 
formal meeting was had. 


Q.—You remember discussing it 
with the Doctor, and with Sir John 
Boyd, but you do not remember dis- 
cussing it with any other director? 
A.—No, I cannot fix in my mind a 
discussion with any other director, al- 
though I may have done so. 

Q.—What took place in your dis- 
cussion with the doctor, what was 
said to him and what did he say? 
A.—I could not remember that long 
ago just what was said and what he 
said, but I remember the proposition 
being laid before him by Mr. Foster; 
and before the others. I mean, laid 
before him and the others by Mr. 
Foster. 

Q.—In the presence of you and Mc- 
Gillivray? A.—Yes. In the presence 
of McGillivray and myself. 

Q.—You are still not speaking of a 
formal meeting? A.—Yes, I am still 
not speaking of a formal meeting. 
My _ recollection—my impression is 
that the doctor saw certainly nothing 
wrong in it, and he rather thought 
that if it was a proper thing for a 
public company to do, a proper kind 
of business for a trust company to do, 
that it was proper that the Union 


» Trust Company should handle it, if 


any trust company should. 

Q.—Was he doing that by way of 
explaining away your scruples? A.— 
No, I do not remember that he was. 

Q.—Were you’ expressing your 
scruples then? A.—I do not call it 
“expressing my scruples.’ I told him 
what mv view was. 

Q.—You were saying that your view 
was against it? A.—That my view 
was against it. 

Q.—That your view was that it was 
improper? A.—No, I will not say 
that at all. 

Q.—Indiscreet? A.—I said, that 
T did not think it was well for direc- 
tors to have any dealings whatever 
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with the company of which they were 
directors, if they could avoid it. 

Q.—If you expressed yourself in 
that way you must have had scruples 
about it? | A.—You may call them 
scruples. 

Q.—Don’t you? A.—I say that I 
think it is an indiscreet thing to do, 
if you can avoid it. That is what I 
expressed then and I express it now. 

Q.—Will you give it an English 
name? You have scruples? A.— 
Well, you may call it ‘‘scruples.’’ 

Q.—Don’t you call it scruples? A. 
—No, I do not. 

Q.—What name is it? What name 
has it? A.—Ilt is,a judgment upon 
the transactions of men and men. I 
think that we must not only— 

Q.—No, the objection that was in 
your mind; what do you call it, if 
not a scruple? A.—I am not calling 
it by any name; I am simply telling 
you that I think there are many 
transactions which are perfectly pro- 
per, perfectly honest, perfectly scru-, 
pulous, and yet better not to be car- 
ried out on account of the effect that 
they may have. 

Q.—And this was. in your view, 
one of them? A.—Well, I would look 
at it in that light. 

Q.—The Doctor, I gather from what 
you say, was expressing himself in 
answer to this objection of yours? A. 
—I would not say that. 

Q.—Are you sure you expressed it? 
A.—Oh, quite sure. I have no doubt 
about that, because I remember what 
was done in consequence of my ex- 
pression of it. 

Q.—Go on, then? A.—Well, then 
it was said by some person that I had 
better lay that matter before Sir John 
Boyd. : 

Q.—It was put as being referred to 
a committee composed of Sir John 
Boyd and vourself? A.—Well, you 
may call it that, if you wish. 

Q.—Was that the way it was done? 
A.—Is there a minute to that effect? 
If so, no doubt the minute is correct. 

Q.—That is what it has been called 
in the box? A.—Well, I do not want 
to take any exception to what has 
been said in the witness box. All I 
am giving is my own recollection. Do 
you want me to continue? 

Q.—Yes? A.—I then discussed the 
matter with Sir John Boyd and told 
him the whole facts from beginning 
to end. just in effect as I have told 
you, only no doubt, with more accur- 
acy. because the matter would then 
be fresher in my mind. 
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Q.—Did it seem to you to be an in- 

discreet thing that you should be 
yourself presenting your own case 
to your co-director? A.—No. 
_ Q.—That did not strike you as being 
indiscreet? A.—No, I would have 
thought that if I had an objection, I 
would be the proper one to express 
it. 

Q.—Did it not occtr to you that 
your ‘taking part in the decision of 
a question in which you were person- 
ally interested was indiscreet, to use 
your own words? A.—I did not at 


_ all understand that I was taking part 


in the decision. 

Q.—Have you read what the Chan- 
cellor has said with regard to the im- 
pression created uyon his mind’ by 
what you said to him? A.—Yes. 

Q.—What have you to say about 
that? A.—Well, I read what I have 
in my pocket here. Tell me what 
part you have reference to. 

Q.—I do not want to waste time or 
I would get it for you exactly. The 
Chancellor has said in substance that 
he was given to understand that this 
was a transaction in which you, Mr. 
Foster and Mr. McGillivray were em- 
barking your own funds and _ that 
the Union Trust Company was being 
asked to come into partnership with 
you? A.—The Chancellor’s recollec- 
tion of that—if he did make such an 
expression—is inaccurate in this way ; 
when [I first spoke to the Chancellor 
about the matter it was after we had 
got the one-half interest and we in- 
tended to finance it ourselves. 

Q.—Then in proposing that he 
should be a director or discussing the 
question of his being a director of the 
Great West Land Company he _ was 
told of the transaction just as it was 
then and then we were financing the 
matter ourselves. Now, that was the 
one transaction. Afterwards when 
we discussed the other matter which 
was coming before the Union Trust 
Company, we discussed that upon the 
distribution of stock, the use of the 
stock, as appears in that writing 
which was dictated at the meeting 
when he was present, and all I can 
say is that if the Chancellor had the 
idea when he made his statement that 
the one conversation was the only one 
T had with him, he is mistaken. The 
other part of his statement is correct. 

Q.—He is speaking of a conversa- 
tion which resulted in his expressing 
an opinion that the transaction might 
be engaged in. That is what he pur- 
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ports to be speaking about? A.— 
Well, the other part of his statement 
is the accurate one. 

Q.—Then, does it strike you now, 
that in view of the possibility of re- 
collections differing as to what took 
place, that the composition of that 
committee was, perhaps, not the wisest 
in the world? A.—Well, you call it 
a committee. I would not have called 
it a committee. 

Q.—I. called it that because Mr. 
Foster and others have called it that? 
A.—Well, I am not going to dispute 
that. 

Q.—Then will you answer the ques- 
tion, please; does it strike you now 
that the composition of that com- 
mittee was indiscreet if it was a com- 
mittee? A.—No, it does not strike 
me that the composition of the com- 
mittee was indiscreet. 

Q.—Having regard to your inter- 
ests and having regard to the possi- 
bility of the other member of the com- 
mittee getting an erroneous idea, or 
having a faulty recollection? A.—No, 
the other member of the committee 
had not an erroneous idea and I do 
not think he will say he had an 
erroneous idea. 

Q.—He had said he had a certain 
idea which appears upon what you 
have told us to be erroneous? A.— 
No, that idea was as to the first trans- 
action, when we were arranging the 
first half. 

Q.—You .were not submitting that 
to the Union Trust Company? A.— 
No sir, but I was submitting it to Sir 
John Boyd. 

Q.—Why? A.—Because he was go- 
ing to become, or we wanted him to 
become, a director. 

Q.—You were speaking of the di- 
rectorate of that company before a 
payment came due? A.—Yes, when 
we were selecting the half that would 
represent our 100,000 acres. 

Q.—Can you give us any more of 
the discussion between Sir John Boyd 
and yourself? I would like to know 
what you said to him? A.—I would 
simply have to repeat to you what I 
have already said, and then I would not 
John Boyd, because I was extremely 
have it as accurate as I told it to Sir 
careful to tell him just exactly as 
the matter was and my memory would 
be fresher then than now. 

Q.—And you cannot account for 
his having carried away the impres- 
sion that you were putting your own 
money into it and that you were not 
making a profit out of the transac- 
tion, a personal profit? A.—I be- 
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heve, Mr. Shepley, he did not carry 
away that impression and I do not 
account for his having that impres- 
sion at the moment he was here. 

Q.—You say an impression at the 
moment. You know he came back 
the next day, upon further reflection? 
A.—That is the statement I have seen. 
I have not seen his first day’s state- 
ment. I have teen the second, and 
I have no doubt that the impression 
he had when we spoke about putting 
money into it was, at the time, when 
we had the first half under considera- 
tion and we were then going to sell 
stock, and I remember his distinctly 
asking me if I were going to take 
stock in addition to what we had 
and I told him that I was and that 
I intended then to take further stock 
and that that stock would be paid for 
and that we would give to each of 
the directors sufficient stock to qualify 
them but everything they subscribed 
for outside that would have to be 
paid for. 

Q.—That is a very careful account 
of what you remember of the trans- 
action? A.—Well, I remember that 
much. I do not pretend to say that 
I remember it all. 

Q.—I will put it to you in the lan- 
guage of the Chancellor. (Reads 
from the testimony of Sir John Boyd, 
appearing at page 2434 of the Pro- 
ceedings of the Commission, second 
column, line 52, from the words ‘‘first 
as to the legal aspect of the matter’’ 
down to ‘‘were not substantially in- 
terested in contributing the money’’ 
on page 2485.) A.—That was the 
first day. That is the first I heard 
of that. He evidently qualified that 
on the second day. 

Q.—We will not speak of that as 
qualified; we will know exactly what 
he did say. We have taken that in 
black and white. What do you say 
to that? A.—I think that he is con- 
fusing the two discussions there and 
I think that the statement he made 
the next day, where he referred to 
what he said to me, was juite cor- 
rect. 

Q.—We will come to that in a 
moment. You will observe that in 
this statement he says he never ex- 
pressed any opinion of law except 
about the competence of the transac- 
tion that he set out. He does not 
seem to have expressed any opinion 


. whatever as to the propriety of mem- 


bers of the directorate dealing with 
themselves? A.—The next day he 
qualifies that and says that he did 
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not say he saw nothing improper in 
it. And it was not only on the 
ground of legality, but on the ground 
of propriety. If he had said that he 
thought it was not a proper thing, 
I certainly would have stuck to my 
objection. 


Q.—Then another question on the - 


same page: (reads from the words 
‘there are just two things that per- 
haps you will let me ask you,” ap- 
pearing on page 2435 to ‘“‘that I was 
not aware of. Iam very much sur- 
prised indeed, because I thought quite 
the contrary’’?) A.—kEvidently there 
he thinks of the first conversation I 
had with him, proposing that he 
should become a director, when _ it 
was our intention all to take stock. 

Q.—(Reads from the words ‘‘it ap- 
pears beyond controversy,’’ the first 
line on 2436 to “it was urged that 
all the stock had been paid up’’?) A. 
—That, of course, is entirely quali- 
fied the next day and you can see how 
absolutely necessary it was for the 
Chancellor to qualify that when you 
read the agreement which was pre- 
pared. 

Q.—The next question was: (reads 
from the words ‘‘it is all pro forma 
paid up stock,’’ on page 2486 to ‘A. 
—Yes, that was quite true in one 
sense, but not true in another’’?) A. 
—You did not let me finish what I 
was saying. What I said was, if you 


would see the agreement which was” 


prepared and which was submitted at 
the meeting, and the details of it 
got at the meeting and afterwards 
executed, when Sir John was present, 
you will see the necessity of Sir John 
making his subsequent statement. 

Q.—Don’t you see, Mr. Wilson, that 
a man may execute an agreement with 
his mind possessed of a certain state 
of facts which, if he paid attention to 
the agreement he would be disabused 
of, but which he did not, perhaps, pay 
enough attention to get rid of? 
—I do not think that would be pos- 
sible with that agreement. 

Q.—You do not think that is pos- 
sible with the human mind? A.—I 
venture to say, Mr. Shepley, that you 
have never in your life seen an agree- 
ment set out with more particularity, 
the whole circumstances. 

Q.—I am not saying anything to 
the contrary of that. What Sir John 
Boyd said the next day was this (reads 
from the words ‘‘I would like just to 
supplement what I said last night,’’ 
appearing on page 2442, to ‘if that 


was satisfactory and acceptable to all. 


parties interested, that that might be 
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carried out’’ ?) A.—I think that is 
almost identical with what Sir John 
did say at the directors’ meeting sub- 
sequently called. 

Q.—Do you take that as qualifying 
what he has said before, that he un- 
derstood that you had your money up 
in the transaction, that it was to 
stay up and that it was a joint deal? 
A.—It was a joint deal. 

Q.—Do you think that is qualified 
in any way by what he says here? A. 
—TI think ‘so. 

Q.—(Reads from the words ‘‘what 
was distinctly present to my mind,”’ 
appearing at the bottom of the sec- 
ond column of page 2448 to ‘‘a sort of 
partnership concern.’’?) Do you think 
that qualifies the statement made to 
the same effect the day before? A.— 
No,.my own impressioh is that that 
is correct, except as to the payment, 
that is, that it was a sort of joint or 
partnership concern, the Trust Com- 
pany taking 23734 of those shares, ie 
taking 158 1-3rd of the shares, Sir 
John taking 10 of those shares, Schol- 
field taking 10, and then anything 
outside of those we would have to pay 
for in full, and in the origin of the 
transaction, if the Trust Company 
had not come into it, we were going 
to subscribe. 

Q.—(Reads from page 2443, from 
the words ‘‘if the transaction had 
been understood by me to be this’’ to 
‘‘and the syndicate should have gone 
out’’??) A.—yYes, I think that is per- 
fectly correct. If they had been giv- 
ing us $95,000 or any other sum for 
our interest, then we should have con- 
veyed our interest and stepped out al- 
together. 

Q.—You got $95,000 in stock and 
you hoped to get a good deal more 
than $95,000 in money? A.—No sir, 
I did not get $95,000 in stock, nor 
anything except the 158 shares. 

Q.—That is what you, personally, 
gotP A.—Yes. And-don’t you see 
what Sir John says—you are misin- 
terpreting what Sir John said. 

Q.—Do you say that. I am read- 
ing what he says. I am not putting 
an interpretation on it. I am com- 
paring it with what you are saying 
to-day? A.—Yes, Well. that part of 
it I do not disagree with at all. 

Q.—(Reads from the words ‘‘if they 
were going on as a joint concern,’’ in 
the first column of page 2443 to 
“Their right to get profits would be 
only based on the money they put in 
out of their own pockets.’’) Do you 
think that is a qualification of what 
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he said the day before? A.—I think 
there, just as the day before, he brings 
in the first conversation which he had 
as to the ownership of the first half. 

Q.—Then, to drop what is not, per- 
haps, a pleasant subject, at all events 
for me,does it not strike you that 
the dealing of one director with his 
company by the hands of another di- 
rector, is a thing that ought to be 
forbidden and prevented if it is pos- 
sible for an accurate account to be 
given to a co-director and to result 
in such a misapprehension as this of 
the situation? A.—You start on a 
wrong basis, Mr. Shepley. I am per- 
fectly satisfied there was no misappre- 
hension of the situation at the time. 

Q.—Then, do you think it is well 
that transactions of that sort, should 
be left to depend on memory? A.— 
I am not saying that, and that was 
not left to depend upon memory. On 
the contrary that was put in writing 
in the greatest of detail. 

Q.—And, notwithstanding that, and 

notwithstanding the accurate impres- 
sions that you sought to convey to 
your co-director, he seems to have 
entirely wrong impressions and not 
to have understood the transaction ? 
A.—I do not think so. 
_Q.—Does not that emphasize the 
impropriety of one director dealing 
with his Board? A.—I am not justi- 
fying one director dealing with his 
Board. No person has a stronger feel- 
ing on that than I have myself, but 
Ido want to emphasize that I am per- 
fectly satisfied that that agreement 
showed and that Sir John Boyd knew 
the true transaction. 

Q.—At all events you put it this 
way, that the Chancellor knew then 
but has forgotten now?  A.~-He has 
drawn the two conversations into one, 
that is all. If you will allow me, you 
asked me as to my view generally. I 
have only recently been discussing the 
question of urging legislation for the 
purpose of preventing directors deal- 
ing with their companies as freely as 
alioy have been heretofore allowed to 

0. 

Q.—What discussion did you have 
on this matter with Colonel David- 
son? A.—I do not recollect any dis- 
cussion with Colonel Davidson. There 
is nothing that I can call to mind with 
him directly. 

Q.—Then, before the matter was 
brought to the formal notice of the 
Board, at a Board Meeting, all you 
can recollect is this discussion of yours 
with the Chancellor, and what you 
have said about the Doctor? A.— 
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Yes, but of course I think that others 
were present at the time of the dis- 
cussion with the Doctor. That was 
the informal meeting, but I do not 
recollect addressing myself— 

Q.—Or hearing anybody else ad- 
dress himself perhaps? A.—Oh yes, 
Mr. Foster did address himself at 
that meeting. He was the one who 
introduced it. 

Q.—To whom? A.—Generally, to 
whoever were sitting there. 

Q.—Who were there? A.—That I 


cannot recollect. 


Q.—I want the names besides the 
Doctor and the Chancellor if I can? 
A.—I think Colonel Davidson was 
there but I am not positive. Colonel 
Davidson, I think was there. I am 
not going to say he was, it is too long 
ago. d 

Q.—Do you agree with what has 
been said by Mr. Foster, that you 
were going to finance his share as 
well as your ownP A.—Yes, his first 
payment it was. 

Q.—Anything else?, A.—No. 

Q.—Nothing but his first payment? 
A.—Yes, I agreed only to that. 

Q.—And you were making arrange- 
ments or could make arrangements 
to do that? A.—Yes. 

Q.—You do not say that you had? 
A.—Yes, I had promised him. 

Q.—You do not say you had made 
the financial arrangements? A.—Oh, 
there was no difficulty about that. 

Q.—You could do it quite simply? 
A.—Yes, either then or now. 

Q.—Then the matter came formally 
before the Board? A.—Yes. 

Q.—And you remember the shape 
in which the proposition was put 
before the Board? What had become 
of the question of the 6 per cent. in- 
terest? A.—Well, that was always 
a sore question with me. I felt that 
it was too high a rate of interest. 

Q.—You could have stopped the 
transaction at any time and reverted 
to the original position by refusing 
to agree to that? A.—Yes, I could; 
no doubt if any one of us had said, 
“No, we won’t go on’’ it would not 
have gone on. 

Q.—Then, how did you get the ob- 
jection to the 6 per cent. interest re- 
moved from your mind? A.—Just 
by pressure. 

Q.—Pressure upon whom? A.— 
Chiefly from Mr. McGillivray. Mr. 
McGillivray said that he was satisfied 
that he could make them lower the 
interest and that he did not want 
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to separate in the thing, it was bet- 
ter to keep together. 

Q.—How do you mean separate? 
A.—Did not want me to run my in- 
terest separate from their interest or 
to put up money which would repre- 
sent what would be my share and hand 
that into the company, and let them 
hand it over. He did not want that. 
It would be better to keep it alto- 
gether. 


Q.—Of course you could have said 
to him, could you not, ‘“‘It does not 
involve that at all, it does not in- 
volve our separating, let us just go 
on as we were and only finance through 
the Trust Company the half inter- 
est??? A.—As I said to you in the 
origin I wanted that. I pressed that 
very hardly, not to take up the se- 
cond half at all. 

Q.—What I cannot quite grasp is 
why or how the original proposition 
necessarily disappeared because you 
were proposing to finance.through the 
Company the other half? A.—Be-, 
cause if you went to any company, I 
have no doubt, Mr. Shepley, you can 
see that it would be a question of 
financing the whole or none. 

Q.—Do you think so? A.—I think 
so. 

Q.—It has not seemed to be so with 

the Union Trust Company? A.—TI 
- would think so. I think that the 
Union Trust Company have always, 
wherever a thing of that kind has 
been taken up— 

Q.—Then I will not take up your 
time over that. Then the final ar- 
rangement concentrated all the shares 
in the way in which they were in- 
tended to go as the result of the final 
arrangement? A.—Yes, that is set 
out in the agreement. 

Q.—Now let me go back for a 
moment. When you were dealing 
with Fowler in respect of an undivid- 
ed half interest in the land, you were, 
I suppose, made aware that the lands 
had been selected? A.—I was made 
aware that they had the lands. 

Q.—That they had been selected? 
A.—Well, that they had been defined. 
I had been made aware that they 
were defined. 

Q.—That is, that they had been 
selected. You understand these 
options; you know a certain time 
is given for making the selection if 
the option is taken? A.—Well, that 
was by other people than us. I under- 
stood that Fowler and his party had 
picked out their lands and could give 
us the section and township. 


170 


Ind. Order of Foresters. 
(M. Wilson, Ex’d.) 


Q.—And you understood, did you, 
that they had done that the fall be- 
fore or some time. before? A.—I 
understood that they had done it, 
but I did not know at what time. 


Q.—Were you supposed to be deal- 
ing with all the lands they had select- 
ed? A.—TI should not put it in that - 
way. What I would say, though, pos- 
sibly it would have in your judgment, 
the same effect. I understood that 
we were dealing with 200,000 acres, 
specified lands. I did not know at the 
time we were dealing with those, 
that they had any other lands there. 


Q.—You supposed you were getting 
all they had selected? A.—Well, it 
never occurred to my mind jin that 
sense. I supposed we were getting 
all the lands they had. 


Q.—You were not aware that they 
were reserving out of the selected 
lands some 7,000 acres? A.—No, I 
was not aware of that then and I am 
not now, and if you can give any in- 
formation to that effect I would be 
very glad to have it. 

Q.—You will get it during the 
course of this examination if you want 
it? A.—I did not know that thev 
had reserved anything out of that 
200,000 acres at all. 


Q.—Did you understand that there 
was a block of about 17,000 acres of 
lands which they had rejected in their 
selection? A.—No, I did not, and I 
have no reason to understand that 
now, 

Q.—You supposed then that Pop. 
and Fowler were dealing fairly with 
you? A.—Oh certainly. And I can 
hardly conceive the situation that you 
suggest—not that you state—could 
have existed. 

Q.—I am not stating it of my own 
knowledge; I am stating it as mat- 
ter of record upon what has_ been 
sworn in another place? A.—Well. that 
I do not know. The first I heard 
any insinuation to that effect was 
from something I read in the news- 
papers. 

Q.—In the course of my examina- 
tion of Mr. Foster? A.—Yes, which 
appeared from your questions. Not 
that Mr. Foster said it, but your 
question was put in that way and 
then the newspaper took it for grant- 
ed that it was so. 

Q.—Perhaps it would interest you 
to see that now. You wil Iremember 
that you really only got 193,000 acres? 
A.—I understood that we got the 
whole 200,000 acres that we bargained 
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for, but if you will allow me to ex- 
plain how these things are done—sup- 
pose you buy a section, that would 
represent 640 acres. Then, if the 
Government survey is made of that, 
if there is five acres, I think it is, or 
more of that covered with water, they 
do not call it 640 but call it so many 
acres less. That is, the actual acreage 
outside of the water. 


Q.—That was fully explained to us 
by Mr. Foster, and you manifestly 
had the same impression that he had? 
A.—That was my impression, that 
that was how the 200,000 acres was 
reduced to 193,000. 


Q.—193,937.40? A.—I remember 
then speaking to Mr. Foster about it. 


Q.—Here is a document which was 
produced on the examination or Mr. 
Lefurgey in the suit to which | have 
referred. It is a statement between 
the original parties who sold to you? 
A.—I understand. 


Q.—‘‘Land bought from the C. P. 
R. 200,810; Land sold to the Great 
West 193,937.40; lands still held 6,- 
878.60?’? A.—Does anybody now swear 
to that? 


Q.—This is the statement ‘‘re land 
bought from the C. P. R. by R. H. 
Pope and G. W. Fowler.” A _ state- 
ment rendered by Fowler to his as- 
sociates? A.—Well, if that statement 
was rendered by Fowler. 

Q.—Cash paid on lands still Jield, 
taxes paid on lands sold, making a 
total of so much? A.—I can hardly 
conceive that statement having been 
made by Mr. Fowler. 

Q.—That is, you cannot conceive 
that he made that statement to his as- 
sociates if he was an honest man to 
you? A.—Yes, and remember, I am 
not questioning his honesty to me at 
all. I do not think that Mr. Fowler 
would say that to-day. I cannot think 
that he would. 

Q.—Then I will show you what has 
been sworn to about that. First, do 
you remember that immediately after 
the formation of your Great West 
Land Company you bought from these 
same gentlemen another 8,000 odd 
acres? A.—Yes. 

Q.—Did you think that was part 
of the lands they had originally se- 
lected? A.—The question of their se- 


lection, as I told you before, never 


came into my mind. But T will tell 
you how we came to get that. 
Q.—You did not identify that, at 
all events with the selection of the 
900,000? - A.—Not_ with the question 
of selection, but IT did identify it with 
what I thought we were buying. 
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Would you allow me to tell you : 
how that came about? inh 

Q.—Yes, tell me what you mean b 
that? A.—We bought ae 200,000 
acres. It fell short of that number 
of acres. I spoke to Mr. Fowler about 
it, and thinking, of course, that it 
was a good buy, I made complaints 
about the shortage in the acreage, 
and Fowler then said, ‘Well, Pope 
and I—” I am merely giving the 
effect, not his words—‘‘Pope and I 
have 8,000 odd acres neag there.” I 
said, ‘‘beside this other land?” He 
says, ‘‘yes.’’ Well, that took me by 
surprise, so after going into that in 
detail, I went and discussed the mat- 
ter with Mr. Scholfield, who was in- 
terested in the Great West Land 
Company and who took an active part 
as a director. And then I discussed 
it with Mr. Foster, and I told Mr. 
Fowler that I did not think that he 
was interested in other lands right 
beside ours, that he being a stockhold- 
er in our company we ought to have 
his undivided influence and interest 
with our company, and that I did 
not like the idea of his holding this 
land beside our land. I asked him if 
it was the same land and he said, 
‘Yes, just the same kind of land.’’ I 
looked it up on the map and I found 
it lay right amongst ours, so to speak. 
Then I interested myself pretty seri- 
ously about it, and I pressed it upon 
Mr, Foster, and Mr. Scholfield took 
the same view, that Mr. Fowler ought 
to be required to hand that over to 
us to make up the 200,000 acres, and 
Mr. Fowler did so. 

Q.—I will tell you something you 
do not know, perhaps, about those 
lands too, but let us see about this 
200,000 acres. Here is what Mr. Pope 
swore? A.—TI never, so far as I know, 
discussed the matter with Mr. Pope 
at all. 

Q.—Mr. Pope was asked: 

“Q.—What land was kept out of 
the 200,000 acres reserved by the syn- 
dicate? A.—Well, 7,000 acres ap- 
proximately. 

*““Q.—For what purpose? A.—The 
syndicate’s purpose. 

‘‘Q).—That is the syndicate were to 
hold that themselves? A.—yYes. . 

“Q.—Who arranged to keep that 
out, what member of the syndicate? 
A.—Well, not a meeting of the syn- 
dicate. 

‘‘Q.—You never had a meeting? A. 
—It was a matter of conversation be- 
tween myself and Mr. Fowler for two, 
and Mr. Wefrugey for three, and IT 
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fancy Mr. Bennett, and as far as I 
remember, rather than a meeting, it 
was while we were all in Ottawa to- 
gether, we talked the matter over and 
we decided to keep 7,000 acres. 


*‘Q.—When was that? A.—It would 
be just about the time we were mak- 
ing the sale. I don’t just remember 
what the dates were. 


““Q.—The sale to the New Ontario 
Company was practically completed 
before you made the first payment to 
the C. P. R.? A.—Yes, so whenever 
we were called upon to deliver over 
our land to that company—to the 
New Ontario Farm Town Site Com- 
pany—in and around that time we de- 
cided to retain that land if possible, 
in the interests of the syndicate.’’ 

That strikes you as a revelation 
does it not? A.—Well, if that relates 
to— 

Q.—It relates to the 6,878 which I 
showed you in the statement? A.— 
That is the land they held out? 

Q.—Yes? A.—Well, does not that 
show that I was right in making them 
give it up? 

Q.—But you did not make them give 
it up. what you got was half of an- 
other block of cull lands which they 
rejected on their first selection? A. 
—That would be news to me and I 
ean hardly conceive that to be correct, 
because they all sold together and ali 
lay together. 

Q.—Now I show you the chapter 
and verse for that, Mr. Wilson? A. 
—-And in addition you are assuming 
that these statements are all correct. 

Q.—No, I am asking you, if they 
~ are correct, do they surprise you? A. 
—If they are correct and if they show 
that there have been any cul] lands 
conveyed to us, it would give me sur- 
prise, because I have never learned 
that either from them or supposed it, 
and when we were selling to purchas- 
ers from us I never knew that ques- 
tion to be raised, although both our 
men and our purchasers’ men examin- 
ed the land. 

Q.—I will give you that; perhaps 
it will be of some use to you in your 
Great West Land CompanyP A.— 
That is why I want it. We may get 
after somebody, if that is correct. 
Pardon me, would you just let me 
ask you, that 7,000 was reserved out 
of the 200,000 acres, as I recollect? 

Q.—Yes? A.—Do they say that 
was better land? 

Q.—They do not say as to that. 
What do you think they would keep 
ones A.—Can you tell me where it 
is! 
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Q.—No, Mr. Fowler has not sent us 
any of his papers, you know? A.— 
So that you do not know what town- 
ship or section P 


Q.—No, I do not. T have been 
hunting for the original option be- 
tween the C.P.R. and Pope and 
Fowler and I have not seen it yet. 
I want to see what they ranged over 
and what they selected. Then I can 
compare that with what you got? A. 
—Well, that is what I was going to 
try to do. That is what I had in 
my mind. 

Q.—(Reading on from the same de- 
positions.) ‘‘Q.—The 17,000 acres men- 
tioned in Exhibit No. 3 is part of the 
land that is contiguous to the 200,- 
000P A.—Well, I could not swear 
that, because I do not know. It 
might have been. I do not know it.’’ 


A.—That I took up and found to 
be correct, if the 8,000 is,out of the 
17,000, I found that the 8,000 which 
Fowler was holding after he had con- 
veyed to us was contiguous, ‘right 
in the same block. 


‘“‘Q.—And that is land which you 
obtained information about while you 
were in Winnipeg in the previous 
fallP A.—Well, if it is of the block 
that we reserved it would be. 


“‘Q.—Well, you know the land, do 
you not? A.—I don’t know the land 
that way. 

“Q.—You obtained information 
about this land while you were in 
Winnipeg, going over the plans and 
all the information you acquired at 
that time—in the November previous? 
A.—I say if it was of the 200,000 
acres, if it was of that lot, we must 
have obtained information about it 
and that is the reason, I supposed 
it was cut out as of inferior quality. 

“Q.—Can you tell me anything 
about this 17,000 acres? A.—Well, 
if that is the 17,000 acres that was 
cut out, which I presume it was, it 
was cut out because from reports we 
received it was considered not the 
equal of the other, and therefore it 
was discarded and we only took the 
200,000 acres.”’ 

A.—Well, I do not want to mini- 
mize that, I want to magnify it in 
the interests of the Great West Land 
Company, but he is speaking of some- 
thing he supposes there. 

“Q.—And then you subsequently 
took the 17,000? A.—Mr. , Fowler 
made that bargain, I was not present 
when the bargaidn was made, but 
afterwards shared in it.’’ 
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A.—Did you find out: what they 
gave for that 17,000 acres? 

Q.—No. I suppose you had what 
you gave for the 8,000 you got of it? 
‘A.—We took it on the same as the 
900,000. What did Pope and Fowler 
give for it? 

Q.—‘‘It is said by Mr. Griffon’’— 
who is Mr. Griffon, do you know? 
A.—I think he is the C.P.R. commis- 
sioner. 

Q.—‘‘It is said by Mr. Griffon,’ 
‘I desire to state as mentioned to 
you personally to-day, that under the 
purchase of the 200,000 acres men- 
tioned in the said agreement, the 
Company will sell you and Mr. Pope 
the remainder of the lands mention- 
ed in the said agreement, about 17,- 
000 acres, for $3.50 cents an acre.’ 
That was to be sold to you and Mr. 
Fowler ?”’ 

MR. WILSON: That was the same 
price. ; 

Q.—His answer is, 

“Don’t mix us up. You asked me 
whether I knew anything about it 
and I said I did not. Mr. Fowler did 
it. 

Q.—And you ratified the purchase? 
A.—I afterwards shared the profits. 

Q.—You ratified the purchase? 
A.—Yes.”’ 
 Q.—That he says is not part of the 
200,000 acres. 

“The remainder of the lands men- 
tioned in the agreement.’’? That is 
the original agreement? A.—Well, 
if our 8,000 acres is part of that he 
is describing there I would take it as 
pretty evident that we did not get 
8,000 of culls, because you see I would 
take, from what you have read, that 
Pope and Fowler were paying $3.50, 
the same as they paid for the other 
land. 

Q.—They had got their other lands 
cheap and they were asked to pay 
a fair price for these probably? A. 
—I don’t know how that is, but let 
me say, they were paying the $3.50 
for that; well, then, when you take 
the map and see the two lands you 
can see that there is no selection, 
that there is no picking, they just 
lie right among one another. 

Q.—Here is what Mr. Pope has 
said about it. “It was cut out because 
from reports we had received it was 
considered not the equal of the other 
and therefore it was discarded.’”’ I 
am only taking what he said? A.— 
Well, of course, that is all news to 
me, what you are telling me now, 
but I could not conclude from what 
you read that there has been any 
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‘culls’? put on us. I think it is a 
thing that we will look «into. 


Q.—He says at page 48 that it was 
the remainder of the lands mention- 
ed in the agreement out of which 
they had the right to make the selec- 
tion, ‘‘but,’’ he says, ‘‘that does not 
form part of the 200,000 acres’’ they 
had selected. 


“‘Q.—This is part of the land re- 
served, that was reserved? A.—Yes, 
but not of the 200,000 acres. 

“Q.—Part of the reserved land? 
A.—Land thrown back on the C.P.R. 
—part of the land that had been re- 
turned to the C.P.R.’’ 

A.—That would necessarily be the 
case if they had selected 200,000. 

“Q.—And that was land—that 17,- 
000 acres—that you had inquired, 
while you and Mr. Fowler were in 
Winnipeg in the latter part of No- 
vember, 1902, and obtained informa- 
tion about? A.—And in our selection 
had discarded. 

‘‘Q.—Now what was the sale to com- 
prise to the New Ontario Farm Site 
Syndicate, how many acres? A.— 
Well, they were checked off the list, 
They were ‘all checked off, you see, 
ane they would sum up to 190,000 ~ 
odd. ; 

_ “Q.—193,937? A.—Yes, well, that 
is according to the check list that 
was handed to them. 

“‘Q.—And these 8,640? A.—No, 
that has nothing to do with the 
sale.’ ‘Mr. Fowler was interested 
in that.’’ 

He thinks there was somebody else 
interested and the 8,640 acres were 
part of the 17,000. Now, that is the 
statement that I have from that? 
A.—Have you anything to meet this, 
if they went on and selected 200,000 
acres, there is no doubt that there 
was there an immense tract of land 
that the C.P.R. had; if-they selected 
200,000 acres there would be very 
many more acres just as good as the 
200,000. It would not follow that be- 
cause they did not select what was 
there that therefore they were of a 
poorer quality. 

Q.—They had a certain larger area 
out of which they were permitted un- 
der their contract to select 200,000 
acres. Presumably they would select 
the best 200,000? A.—I would think 
so. You have seen the map, the way 
they made their selection? .—Yes. 
A.—Well, every alternate lot—you 
get into a settlement and you take 
every alternate lot. Now that 8,000 
was just in the same settlement and 
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was every alternate lot in the same 
way. 
Q.—This is what Mr. Fowler says: 
“Q.—You sold out the property? 
A.—Yes. 


‘‘Q.—How much did you sell to the 
Great West Syndicate? A.—I could 
not give you the exact figures, 193 
and some odd acres. I could not give 
you the exact figures. 

“Q.—You had a contract for 200,- 
000 and you were dealing with them 
on the basis of 200,000? A.—I sup- 
pose we were. 

‘“‘Q.—Then were they to make the 
selection for themselves? A.—No. 

‘“‘Q.—How did they fall down to 
193,000? A.—We sold them 193,000; 
we gave them a statement of the sec- 
tions they were to get and it footed 
up 193,000.”’ 

A.—I do not agree to that. : 

“‘Q.—Did you give them a statement 
of all the selections you made that 
had been reserved for you? A.—WNo. 

‘‘.—What statement did you give 
them? A.—We gave them a statement 
of certain sections. 

‘‘Q.—Why didn’t you give them a 
statement of all the sections that had 
been reserved. by the C. P. R.P A.— 
Why should we? ) 

‘“‘Q.—They were negotiating for 
200,000, you say? A.—Well, about— 
there was no special amount, they 
were negotiating for about 200,000. 

‘‘Q.—Had you made your selections 
at this time? A.—Yes, I think so. 

<Q.—All your selections? A.— 
Yes, I think we had made all our se- 
lections at that time. Mr. Lefurgey 
and I took the matter up at the House 
at Ottawa, and we selected about 193,- 
000 from the 200,000. 

“‘Q.—Had you made your selection 
of the 200,000 at that time? A.—Yes. 

<“Q.—Do you remember how much 
it made? A.—I think over 200,000, 
about 800 acres. I don’t just remem- 
ber. Something over. I think you 
know. 

“Q.—You had selected 200,000 acres. 
Then you did not agree to sell all you 
had selected to the New Ontario Syn- 
dicate? A.—I told you what we did. 
We made a list of the lands, Mr. Le- 
furgey and I made a list of the lands 
that were to go to them and our agree- 
ment was selling these certain lands. 
It may have been spoken of as 200,- 
000 acres, but in the deal the list was 
with the contract. Mr. Bennett under- 
stood that. We all understood it. 

*‘Q).—Is it not true that you agreed 
to sell 200.000 to this Ontario Farm 
and Town Site Syndicate? A.— 
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Well, we made out the list you see. 
I say the amount may have been plac- 
ed at 200,000 and we gave a detailed 
list of the lots, of the sections with 
that agreement. It would be like 200,- 
000 more or less, you see. 

“Q.—Why didn’t you give them all 

that you had got from the C.P.R.? 
A.—Well, we all thought there was 
no necessity for doing that. We talk- 
ed it over and we thought we would 
not sell all. We were all consenting 
parties to that.”’ 
A.—I would not agree with that, 
that it was like ‘200,000 more or 
less.””, In other words, if I sell you 
a farm representing it to be 200 
acres, if it happens to be less or more, 
well and good, you have to take it; 
but if I sell a farm representing it to 
be 200 acres and then carve out of 
it two acres, although it may still be 
200 I would think that quite a differ- 
ent transaction. 


“Q.—What was the remainder be- 
ing retained for? A.—Well, we re- 
tained it. We thought we would form 
a little corporation and hold it. 


‘‘Q.—Have that for yourselves? A. 
—Yes.”’ That is all news to you? A. 
Yes. The only other news I would like 
to get is, what is the location of that 
7,000 acresP 

Q.—If we can get the original con- 
tract between the C. P. R. and Pope 
and Fowler and get their selection, 
we can locate it? A.—There ought 
to be no difficulty in getting that from 
the C.P.R. 

Q.—No, no difficulty in the end. 
What I have been reading from is the 
examinations for discovery of the par- 
ties in the suit I have spoken of? A. 
—I understand that that is Fowler’s 
statement P 

Q.—That last was from Fowler’s, 
yes. 

(Adjourned to two o’clock.) 


AFTERNOON SESSION. 


Resumed at 2 p.m., October 11th, 
1906. 

Examination of MATTHEW WIL- 
SON, K.C.. continued: 

MR. SHEPLEY: We have diverg- 
ed for a few moments from the main 
current of the Inquiry, you were tell- 
ing us about the negotiations which 
resulted in the formation of the Great 
West Land Company, and you had 
reached the point at which you were 
negotiating with the Union Trust 
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Company with the directors? A.— 
Yes. 

Q.—You have I think in the inter- 
val been refreshing your recollection 
by looking at the minutes? A.—I 
have looked at the minutes and I find 
that the matter was brought up at 
three regular meetings in the minute 
book, and it is possible what I speak 
of as an informal meeting may have 
been a formal meeting. 


Q.—Is this the first, the minute of 
the 3rd June? A.—I did not think 
so, I thought there was one before 
that? (Looks at minutes.) A.—Yes, 
I believe that minute on page 287 is 
the first minute in the book. 

Q.—That is the minute of the 3rd 
June, 1903? A.—Yes. 

Q.—The other minute you refer to 
is the minute of the 28rd June, I take 
it? A.—Yes, and there is another 
one subsequent to that again some 
place just following it. 

Q.—9th July, that is the meeting 
which has been already referred to, 
the meeting of the 9th July, when 
the direct conveyancing was reported 
instead of the round-about or circuit- 
ous conveyancing? A.—I can only 
speak from reading the minutes; of 
course I cannot recollect the dates of 
the different meetings. 

Q.—Do you at all modify what you 
said this morning as to discussions 
taking place prior to the formal pro- 
position being laid before the Board? 
A.—No, I do not, except to say that 
may have been a formal meeting in- 
stead of an informal meeting. 

The people who are entered in the 
book as being present are the people 
who I said I thought were present at 
the informal meeting. 

Q.—And do you think it possible 
that there was no discussion with the 
members of the Board until the 3rd 
June at the date the meeting was 
held? A.—I cannot fix dates at all 
there is no doubt— 

Q.—The first meeting at which any 
reference is made to this is 38rd June? 
A.—Yes. 

Q.—Do you think before the matter 
was brought in a formal way before 
a regular meeting of the Board it was 
discussed with the individual direc- 
tors? A.—No doubt about that. 

Q.—You have no doubt about that? 
A.—No. 

Q.—That is individual directors 
other than your three selves? A.— 
Before the agreement was laid before 
the Board; you see there was the dis- 
cussion at a meeting which I call an 
informal meeting which may turn out 
to be a regular meeting, at which T 
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raised the objection which I mention- 
ed. Now that meeting did take place 
and that may be the meeting which 
is recorded there. 


Q.—You are not quite sure about 
that, but it may be? A.—It may be. 

().—If it is the first time at which 
there was any discussion with indivi- 
dual members of the Board then there 
was none before the proposition was 
laid before the Board as a Board? A. 
—Quite so. 

Q.—In the working out of the in- 
terests under that agreement who ne- 
gotiated with the members of the old 
small company, the New Ontario 
Farm and Town Sites? A.—The ne- 
gotiations I think were all worked 
out by Mr. Foster with the assistance 
I think of Mr. Curry. Mr. Curry I 
think was the solicitor for the old 
people. | 

Q.—Mr. Curry will be on one side 
of the negotiations and Mr. Foster 
on the other, representing separate 
or diverse interests? A.—I did not 
understand there was any antagon- 
ism at all. 

Q.—I did not say antagonism but 
diverse interests? A.—One was like 
vendor and the other purchaser, as I 
understood it. 

Q.—That is the old small company 
which was to be turned into a large 
company, the owners of that were one 


-side selling and your syndicate were 


the other side buying? A.—yYes, but 
still we had confidence enough in Mr. 
Curry to let him draw all the convey- 
ances. : 

Q.—But he was representing the 
other side? A.—I understood so, and 
IT think that is the case. 

Q.—You had nothing to do at all 
with their allocation of the result, be- 
tween themselves? A.—Oh none what- 
ever, that is between Mr. Curry and 
those associated with him? 

Q.—Yes? A.—Nothing whatever at 
all. : 

Q.—Can you tell us how you arriv- 
ed or how the amount of. stock to be 
allotted to them was arrived at? A. 
—No sir, I cannot. 

Q.—Mr. Foster was in charge of 
that for you? A.—They had their in- 
terests quite independent of us. 

Q.—Don’t you see they had each a 
share, that is what they were entitled 
to? A.—Five people were entitled 
each to a share, but then in addition 
to that there was a number of people 
possibly a dozen in all that were en- 
titled to a much larger number of 
shares. 
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Q.—They were entitled under the 
proposition that they had been con- 
ducting with Pope and Fowler, but 
that proposition was being dissolved 
and put away and you were asked to 
come in? A.—But they were never- 
theless keeping the shares that they 
had, and they did keep them until, 
and I think some of them have them 
yet, but a long time after that I 
bought as many as I could off of them. 


Q.—Never mind about the subse- 
quent purchase, what were the terms 
of the arrangement between Pope 
and Fowler and them? <A.—I do not 
know at all. 

Q.—Never saw that document? A. 
—No. Well, I won’t say I never saw 
it, I have no recollection of ever see- 


ing it and I was not interested in it. 

Q.—When they could not pull to- 
gether were they retaining anything 
or giving something up? A.—They 
were retaining everything. 

Q.—Who was giving up? A.—Do 
not understand me now about could 
not pull together in any offensive 
sense. 

Q.—I do not ‘mean it so? A.—I do 
not understand they were giving up 
anything, I understand they were 
keeping their interest. 

Q.—Just where they were before, 
only that their interest now would 
be financed by somebody else? A.—T 
do not quite know whether you mean 
—you see they were not affected at 
all by Pope and Fowler’s first sale to 
us of the half. Then when Pope and 
Fowler made the second sale we were 
only buying Pope and Fowler’s in- 
terest, whatever that might be, we 
were not interfering with whatever 
right VanDusen, Colonel Shaw and 
Dale and those parties had. 

Q.—That is what T understood from 
you this morning till something you 
said this afternoon made ‘me doubt 
it; then if you were purchasing Pope 
and Fowler’s interest you must have 
become aware of what that interest 
was between Pope and Fowler and 
these gentlemen? A.—Certainly. that 
is we became aware Pope and Fowler 
had a clean quarter interest and had 
in addition to that what would repre- 
sent 1071 shares, that I think was the 
total they had which would pass on 
he second option. 

Q.—What would be the clean quar- 
ter interest? A.—That would be 237% 
shares; this is the way we got at it, 
take a quarter of 950, that would be 
9372, would it not? ; 

Q.\-Yes? A.—That.is the quarter 
interest. 
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Q.—That is the quarter interest 
they hadP <A.—Yes, clear; then in 
addition to that there would be 1073 
shares of the last qharter, then Van- 
Dusen, Shaw and Curry and these 
people would own the remaining 
shares of the last quarter, which add- 
ed to 1074 would make 2373. 

Q.—Dividing it into quarters, one- 
quarter belonged to Pope and Fowler 
and the other quarter belonged to the 
two syndicates or parties in the pro- 
portions of 1073 and— A.—Enough 
to_make up tthe 237%. 

Q.—The difference between that and 
the 23874? A.—Yes. 

Q.5—In your dealings with what 
was being done in respect to these 
shares of Pope & Fowler, the 2373? 
A.—They were to be given to the 
Trust Company. 

Q.—Why? A.—I do not mean given 
as a gift, but that was to be part of 
the compensation to the Union Trust 
Company for the Union Trust Com- 
pany financing the matter according 
to that agreement. 

Q.—That was to be the compensa- 
tion? A.—Part of the compensation. 

Q.—Do you agree with what the 
other witness said and what appears 
upon the record that the Union Trust 
Company was to be entitled to that 
whether it financed by way of tak- 
ing an interest in’ the shares of the 
company or whether it financed by 
way of merely advancing the money? 
A.—Originally the Union Trust Com- 
pany was to be the absolute owner 
of that. 

Q.—I am speaking about original- 
ly? A.—The agreement sets that 
out and that agreement is absolutely 
accurate. 

Q.—What about that 100 shares to 
the doctor? A.—That 100 shares was 
part of the 1073 shares which was re- 
maining as I mentioned before. 

Q.—How did that come to be given 
to the doctor? A.—It was given to 
the doctor, I cannot just say how it 
came to be-given, but it was left over; 
I can only tell you what took place. 

Q.—That is what I want to know? 
A.—The 2374 shares were to be given 
to the company clear, there were the 
1074 left; the number of directors for 
the company, that is the Great West 
Company, had not been settled upon, 
all-the directors that would be brought 
in were to get ten shares of paid-up 
stock free just the same as Mr. Schol- 
field and Sir John Boyd. That 100 
shares was _then placed, according to 
my recollection, in Dr. Oronhyatekha’s 
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name because they did not know then 
just what would be done in the fu- 
ture; when that was done Mr. Foster 
said he had done a good deal of extra 
work with that ‘and had been to a 
good deal of trouble, and there were 
74 shares there that he thought ought 
to be put in his name. 

Q.—BeneficiallyP A.—Yes. I re- 
member the agreement was altered 
giving him 174 shares where he had 
previously ten shares. 


Q.—That is he had 173 shares as 
against your ten and Mr. McGilli- 
vray’s ten? A.—yYes, and Sir John 
ten and Scholfield ten. 


Q.—I am only speaking of those 
who were in the same interests, that 
is something we did not learn from 
Mr. Foster, that 74 shares that was 
given to him he demanded it in con- 
sideration of the trouble he had been 
at? A.—I would not say he demanded 
it, but that is the way he put it. 

Q.—He said he ought to have it? 
A.—I was perfectly content, I did 
not want, and would not have it. 


Q.—He said he ought to have it 
and you and Mr. McGillivray agreed 
he should? A.—I think everybody 
agreed. 

Q.—I am not concerned with the 
rest just now, you agreed and Mr. 
McGillivray agreed? A.—Yes, I made 
no claim to it whatever. 

Q.—The 100 shares that went to 
the doctor do you say he was not 
entitled to those beneficially? A.— 
No, I do not say he was not entitled 
to them beneficially; I do not put it 
that way. 

Q.—You said something— A.— 
Speaking from my recollection I do 
not think any trust was declared at 
all upon the agreement or upon the 
face of the document. 

Q.—I know there was not, I want 
to know what the understanding was, 
what was said? A.—The understand- 
ing from what was said was that he 
would use those shares either to 
qualify directors in the future or as 
we and the Trust Company would 
think they ought to be used for the 
benefit of all parties to work out the 
transaction ag best we could. 

Q.—Do you say he was a trustee? 

A.—I will not say he was a trustee 
because my recollection is that the 
document was so drawn that he was 
not a trustee in the document. 
_ Q.—I mean on the facts and in the 
intention of the parties was he a trus- 
tee or the owner? A.—That would 
be a question of law. 
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Q.—What was your intention? A. 
—My intention was not otherwise 
than what I tell you, that is this: I 
laid no claim to those shares what- 
ever, they were not part of my half 
in which I was interested, they were 
put in the doctor’s name absolutely. 
My expectation was, and I have not 
a bit of doubt of it to-day, that they 
would be used as the directors of the 
Trust Company saw fit. 


Q.—I should take it from that you 
thought the doctor was holding those 
as representative of the Trust Com- 
pany? A.—Well — 

Q.—At all events your syndicate 
had no interest in that 100 shares or 
in the 237 that was to be given to the 
Trust Company? A.—I certainly had 
not, did not claim any. 


Q.—The trahsaction did not involve 
your paying for those shares or any- 
thing of that sort or your giving any 
value of that kind for them, your 
syndicate I mean? A.—The transac- 
tion involved our handing those shares 
over. 


Q.—Or their being handed over by 
those who were entitled to them under 
the arrangement with Pope & Fowler? 
A.—That would be Foster, McGilli- 
vray and myself. 


Q.—No, you were making the Union 
Trust Company buy out Pope & 
Fowler? A.—WNo sir. 

Q.—We won’t put it so then; you 
were getting the money from the Un- 
ion Trust Company to do it with? 
A.—I do not put it that way at all 
either. : 

Q.—That was the way it was? A. 
—No, it is not. 

Q.—You did not get the money from 
the Union Trust, that is all a dream? 
A.—Yes. 

Q.—And Pope & Fowler did not 
get the money of the Union Trust 
Company and the C.P.R. did not get 
the money of the Union Trust Com- 
pany? A.—The Union Trust Com- 
pany did pay the C.P.R. and it did 
pay Pope & Fowler. 

Q.—You formed your Great West 
Company and you bought those 8,640 
we have been told about, and sub- 
sequent to that there had been some 
dealing in the shares? A.—Yes. 

Q.—You purchased a good many 
shares? A.—Purchased all I could. 

Q.—From whom have you purchas- 
ed? A.—I think I have bargained 
for, not completely purchased, bar- 
gained for the shares of everybody 
now except Mr. Curry’s and except 
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those five, one share each that you 
spoke of. 


Q.—That is you have purchased 
everything on your own account? A. 
—Yes sir. 


@.—You have purchased everything 
that these syndicate gentlemen had, 
the Curry party, except Mr. Curry’s 
shares and the five shares which re-, 
presented the original shares? A.— 
Yes. Mr. Curry objects to you call- 
ing it the Curry party. 

Q.—We are only calling it the 
Curry party because his name is most 
easily remembered. Would you ob- 
ject to tell us what you paid for those 
shares? A:—I do not think you ought 
to ask me that. 

Q.—I have asked you first whether 
you objected and I think I am en- 
titled to ask you that? A.—I do not 
think I ought to tell, it is not for my 
own objection but I did not buy any 
of them personally; I bought them 
through agents; the whole of them I 
believe. 

Q.—That is you were not disclosed 
in the transaction as purchaser? A. 
—Oh yes I was disclosed in the trans- 
action as purchaser. 

Q.—You bought them through an 
agent? A.—yYes. 

Q.—Well? A.—If you want me to 
tell of course— 

Q.—I see no objection to it? A.— 
If you would like to know I have 
paid in the neighborhood of 50 cents 
on the dollar; I think the lowest I 
paid was 47 cents and I think the 
highest I paid was 50 cents. 

Q.—Do you mind telling me who 
your agent was? A.—It was either 
Colonel Shaw or Mr. VanDusen, I can- 
not remember which. 

Q.—You selected an appropriate 
agent, these were the gentlemen who 
themselves were selling to you? A.— 
Yes, that is the man who sold to me— 

Q.—And they would go to the rest 
of their flock and say, ‘‘We are sell- 
ing, you had better sell too.”? At all 
events you got all this stock at an 
expenditure of about 50 cents on the 
dollar of the face value? A.—Yes. 

Q.—Do you know of any other 
changes in the holdings? A.—I do 
not know of any other changes in the 
holdings by purchase at all unless you 
refresh my memory. 

Q.—Then let us come to the time 
when Mr. Stevenson first commenced 
to find fault so we say with the situ- 
ation; you met him on a train, he 
tells us, and you had some discussion 
on the train, do vou remember that? 
A.—yYes, I would not call it finding 
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fault; I remember telling him all 
about the transaction on the train. 

Q.—Was he inquiring about it? A. 
—No, I think I volunteered it. The 
way the matter came up was in dis- 
cussing the general question of direc- 
tors and commissions. 

Q.—What general question of di- 
rectors? A.—That is the general 
question of directors having any deal- 
ings with the company. 

Q.—How did that come up? A.— 
I cannot remember how that started. 


Q.—Did not it start out by his com- 
menting upon this very case? A.— 
No sir. 

Q.—You say it did not? A.—It did 
not start out upon that at all. 

Q.—How did the question arise, I 
would like to have you tell me how 
this abstract question commenced to 
be discussed between you as to the 
propriety of directors dealing with 
their companies? A.—That I cannot 
tell you how it originated a bit more 
than I could tell you if you and I met 
on a train and started a discussion. 

Q.—You are probably not in a posi- 
tion to criticize any account Mr. Ste- 
venson gives of that? A.—I do not 
pretend to criticize it. 

Q.—This abstract subject having 
started in this particular way one 
thing led on to another till you were 
prompted to tell him all about this? 
A.—Not prompted. ; 

Q.—You did tell him all about this ? 
A.—Yes, there never was anything 
concealed at all, and if he had read 
the document it would have told him 
just as fully as I could tell him. 

Q.—What did you tell him was the 
state of things then? A.—I told him 
just exactly as I have told you it was. 

Q.—Did you? A.—Yes. 

Q.—Sure? A.—Quite sure, and my 
recollection possibly then would be 
better even than now, because it would 
be nearer the occurrence. 

Q.—You feel quite satisfied in your 
mind that you did tell him, gave the 
same account to him then as you have 
given to us now? A.—Yes. 

Q.—Only if anything more accur- 
ate? A.—If anything more accurate, 
and if he had read the document he 
would have seen the same account 
there on the records of the company. 

Q.—And I suppose the letters that 
were written immediately shortly after 
the conversation would be more likely 
to be accurate than we can be at this 
date ? A.—I would think so, that is my 
letters would be more accurate in re- 
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gard to a matter then occurring than 
it would be now. 


Q.—You would not doubt that Mr. 
Stevenson’s memory would be more 
accurate too than it is now; his me- 
mory then is more accurate than it 
would be now? A.—TI think his me- 
mory would be more accurate then 
than now, but I do not think he had 
an accurate memory as to that. I re- 
member distinctly where he made a 
mistake— 

Q.—You wrote him a letter on the 
3rd March in which you said without 
inconvenience you could arrange for 
some friends to take over the Great 
West Land Company as if the propos- 
al had never been made to or by the 
Union Trust Company so that the new 
man would take Union Trust Com- 
pany’s stock and the doctor’s stock 
and pay off the Union Trust Com- 
pany, and then stand in exactly the 
same place under the agreement as 
the Union Trust Company now stands? 
A.—Was that in answer to a letter 
from him? 

Q.—It does not say so, it says I 
think I can? A.—I think that pro- 
bably was written by me after a con- 
versation with him. 

Q.—He says so? A.—Then it is all 
right. 

Q.—His answer to that is a letter 
to which I must call your attention, 
because you yourself answered it at 
the time; we will see what he said and 
what you said. ‘The suggestion you 
make could only be acted upon by all 
concerned. Of course I have no right 
to speak for Dr. Oronhyatekha, and 
indeed do not know how his interest 
would be by such a course, and in his 
present condition of health would not 
want to give him any worry’— A. 
—You understand the meaning of 
that? 

Q.—What? A.—His remark there. 
T wanted to take the mortgage up, 
and have it assigned and take it right 
out of the Union Trust Company and 
then there would be nothing more 
about it, and he said in answer to 
that that he did not want to bother 
the Doctor about it. 

Q.—And as you have assured him 
it would be closed out by sale in six 
months he would not— A.—Yes, I 
had not assured him it was closed 
out, but I expected the property 
would be closed. 

Q.—He says ‘‘I do not want to be 
misunderstood either in reference to 
my position in connection with the 
matter. I did not precipitate a dis- 
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cussion of the matter, for the purpose 
either of criticising or changing the 
arrangements that had been made’’— 
he speaks of himself as having preci- 
pitated the discussion?. A.—No, he 
repudiates that. 

Q.—No, he says “‘I did not precipi- 
tate it for a particular purpose ?”’ 
A.—That brings to, my recollection 
what Mr. Stevenson did. Mr. Steven- 
son was discussing the future action 
of the Board of Directors and illus- 
trated that by this transaction. 


Q.—Then it was he who brought 
this transaction upon the carpet for 
discussion? A.—Yes, but not for the 
purpose of criticising or finding fault 
with this. 


Q.—We have his letter as to that; 
a moment ago you thought you had 
voluntarily made a full statement to 


him about it? A.—I have no doubt 
I did. 


Q.—Did he or did he not bring the 
subject up for discussion? A.—He 
may have brought it on for discussion, 
but it was after I brought it to his 
attention, that is I understand it he 
did not take the trouble to read the 
agreement, he had not read _ the 
agreement, I told him all about tt; 
then he brought the matter on for 
discussion in the way in which he 
said in his letter. 

Q.—‘‘I did not precipitate a dis- 
cussion of the matter for the purpose 
of either criticising or changing ar- 
rangements that had been made but 
for the purpose of having the future 
policy in relation to the matter de- 
cided upon?”  A.—I think that is 
correct. 

Q.—That means, I precipitated it, 
forced the discussion of this matter 
in order to determine the future pol- 
icy? A.—And not for the purpose of 
finding any fault. 

Q.—‘‘As you are aware I did not 
know anything about the investment 
until you spoke of it last month on 
the train as we were on our way to 
Toronto to attend the annual meet- 
ing of the Trust Company. The under- 
standing I got from your own state- 
ment was that Mr. Foster, Mr. Mc- 
Gillivray and yourself purchased a half 
interest in an Ontario Land Com- 
pany—that the lands included lands 
the North-West Company acquired, 
and that by a division of the Ontario 
Land Company’s land other parties 
took as you regarded undesirable lands 
took as you regarded undesirable or 
less desirable lands in Ontario’’—that 
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has no even family resemblance to 
the actual transaction? A.—Yes. 

Q.—We got the less desirable lands 
in Ontario? A.—See he is speaking 
in that letter of something I had told 
him a month before. Then he had in 
his mind the Ontario lands that I 
spoke to you about at Nepigon. 

Q.—Which you would not have any- 
thing to do with? A.—Yes. 

Q.—And which the Great West Land 
Company had nothing to do with? 
A.—And out of which grew this pur- 
chase. Those two things came to us 
almost together. 

Q.—There was no such thing as 
division of land by which undesirable 
lands got vested in some people and 
more desirable lands in others—was 
there any such transaction as that? 
A.—I do not mean to say that his 
understanding is accurate, but what 
I do say is that is a reasonable under- 
standing from what actuatly {took 
place when he is giving what he has 
heard a month prior to that. 

Q.—See if I understand what you 
mean. You had given him a certain 
account of the transaction? A.—Yes, 
which was perfectly accurate. 

Q.—He has drawn from that, taken 
away from that the impression that 
there were some desirable lands and 
some undesirable lands in Ontario? 
A.—Yes. : 

Q.—And that the result of the 
transaction was that the desirable 
lands got into your hands and the 
undesirable land into the other 
people’s hands? A.—Yes. 
~ Q.—Was that the transaction or 
anything like it? A.—That was lke 
the transaction. Let me explain to 
you: you surely see that. 

Q.—Surely Mr. Wilson yoti had re- 
jected the Ontario lands and they 
formed no part of what you were 
discussing or dividing ? A But al 
told him about the Ontario lands al- 
though we had rejected them and I 
told him about the other land which 
we thought we ought to accept, and 
told him we refused to accept the On- 
tario lands and we did accept the 
other lands, and that is what he re- 
fers to. 

Q.—By this division ‘‘The other 
parties took undesirable lands in On- 
tario;’? if you think that looks like 
it we will get on to something else. 
“T further got the understanding that 
the interest thus segregated was a 
half interest in the North-West Land 
Company’s lands, and that you three 
had paid for this half interest and 
you had assisted Mr. Foster to carry 


Ind. Order of Foresters. 
(M. Wilson, Ex’d.) 


hig interest or rather was carrying 
his interest.’’ Did you tell him any- 
thing like that? A.—wNo, I told him 
something like that, that is I told him 
that it was a purchase that we had 
agreed for the half interest. 

Q.—Did you lead him to suppose 
or did you leave him in ignorance 
as to whether you had paid for them, 
did you say you had bought them? 
A.—I certainly did not leave him in 
ignorance as to whether or not we 
paid it, and I corrected that in the 
letter to him. 


Q.—‘‘Then as the opportunity was 
presented to purchase the interest of 
the owners of the other half interest, 
and that the Trust Company pur- 
chased this interest thereby becoming 
practically partners with you, Mr. 
Foster and McGillivray. Understand- 
ing the transaction in this way I saw 
no objection to it but as the matter 
was discussed at our meeting it was 
evident that I had obtained an erron- 
eous understanding of that transac- 
tion, and as I then understood it it 
did not seem free from objection, and 
as you will recall I pointed out feat- 
ures that appeared to me to be ob- 
jectionable.”’ What meeting is he 
speaking of there? A.—TI don’t know. 

Q.—Was there a discussion? A.— 
It would be evidently a discussion 
rea prior to his writing that let- 
er. 

Q.—We will look at the minutes 
and see if we can find that because 
that may assist us to an understand- 
ing of this. Apparently there was 
a meeting on the 26th March, but 
that would be after this correspond- 
ence? A.—That I could not tell, what 
year is that in? 


Q.—1904? A.—That would be all 
prior to the subsequent changes in 
the dealings. 


Q.—Yes; the changes did not take 
place till November; it must have 
been a discussion which did not find 
its way upon the minutes; do you re- 
member the discussion? A.—No, I 
cannot say I remember the discussion, 
but Mr. Stevenson and I personally 
have talked the matter over. I do 
not mean to say that particular mat- 
ter, but the principle over very often, 
and we were entirely agreed upon the 
principle. 

Q.—tThere is a report of the Inspec- 
tion Committee— 

MR. HUNTER: That would be the 
annual meeting that took place Feb- 
ruary 28rd? 
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MR. SHEPLEY: I have found a 
minute here. There is this reference 
in the report of the Inspection Com- 
mittee which was presented to the 
Board on the 8th February, and the 
Inspection Committee’s report con- 
tains this clause: ‘‘Your Committee 
also examined the investments,’ etc. 
(Reads down to the words ‘‘your Com- 
mittee found proper vouchers.’’) That 
is the only reference I can find to the 
Great West Land Company in the min- 
ute of the meeting immediately pre- 
ceding that correspondence? A.— 
That is a report by the Chancellor 
and myself. 

Q.—The Inspection Committee. 
What did you say you remembered of 
the discussion whether it went on the 
minutes or not, what was the discus- 
sion you heard and took part in pre- 
ceding this correspondence? A.—I do 
not remember a discussion preceding 
that correspondence beyond the dis- 
cussion on the train and the discus- 
sion as to the future policy of the 
company in which he and I were en- 
tirely agreed. 

Q.—What he says is: ‘‘But as the 
matter was discussed at our meeting 
it was evident that I had obtained an 
erroneous understanding of the trans- 
action ?’? A.—I do not recollect where 
he got the erroneous understanding. 

Q.—Whether he was justified in tak- 
ing that impression or not he had got 
it from your own interview on the 
train, that is manifest, you see that? 
A.—I do not; he certainly did not get 
an erroneous idea of the transaction 
from me on the train; he may have 
misunderstood or forgotten himself. 


Q.—I say he may have misunder- 
stood, that would be getting an er- 
roneous impression? A.—Well if so. 

Q.—Would not it? A.—AIl right 
then. 

Q.—That was the erroneous impres- 
sion he got, or the erroneous under- 
standing as he calls it, and that was 
straightened out when the discussion 
took place at the meeting. Then she 
says: ‘‘The Trust Company ought to 
elect at once whether it will takle 
stock at once?’? A.—Yes, and I part- 
ly concurred in that. 

Q.—‘‘So that in all future dealings 
in reference to the matter it would be 
said that the directors of the com- 
pany interested in the North-West 
Land Company could act uninfluenced 
by any consideration of a personal in- 
terest in the matter to be acted upon 
because of their interests in the 
North-West Land Company?” A.— 
And that was done accordingly. 
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Q.—Do you think that exercising 
the option in either way would put an 
end to the dual position of the direc- 
tors and the possible conflict between 
their duty and their interest? A.— 
I do not catch what you mean? 

Q.—Do you agree with Mr. Steven- 
son in what he says? A.—TI do. 


Q.—You agree that if the option is 
exercised that the directors could act 
uninfluenced by any consideration of 
a personal interest? A.—Yes, I think 
possibly you are misunderstanding 
what Mr. Stevenson is referring to. 

Q.—I think not. Mr. Stevenson has 
been pointing out to you and you had 
been talking about it on the train, 
a possible conflict between your in- 
terest as a syndicator and your duty 
as a director, that was the founda- 
tion of the thing, call it by any speci- 
ous name you like, that would be the 
foundation of the whole discussion, 
was it not? A.—No sir, my interest 
not as a syndicator, but my interest 
as a shareholder and the company’s 
interest as a shareholder. 

Q.—Your interest as a Great West 
Land man and your interest as a di- 
rector and your duty as a director ot 
the Union Trust Company? A.—Yes. 

Q.—That was the foundation of the 
whole discussion? A.—Yes. 


Q.—Mr. Stevenson himself seems to 
think that if the Trust Company once 
elects either to take stock or to treat 
it as a loan that that conflict disap- 
pears? A.—That conflict does disap- 
pear in regard to the matter Mr. Ste- 
venson was referring to. 


Q.—Does it disappear as a matter 
to be dealt with and to be considered ? 
A.—Yes®as to that matter which he 
was considering. 

Q.—If you borrow the money you 
were personally interested as a mem- 
ber of the Great West Land Company 
in having your mortgage debt leni- 
ently treated by the Union Trust Com- 
pany—I am not talking about any 
abuse at all. I am talking about the 
simple position, is it not the interest 
of the mortgagor to be treated leni- 
ently by his mortgagee? ‘A.—Yes, but 
I was not— 

Q.—Is it the interest of the mort- 
gagee to be strict with his mortgagor ? 

.—Yes. 

Q.—Do you not see the conflict be- 
tween interest on the one hand and 
the duty on the other? A.—No. 

Q.—We will pass to the other? A. 
—Hold on; I say you are not fairly 
representing the state of affairs, you 
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are representing the state of affairs 
as if 1 was a mortgagor. 

Q.—You are a member of the Great 
West Land Company and director of 
‘it, which was to be mortgagor? A.— 
Yes, if I am a member of the com- 
pany which borrows money from the 
bank that does not make me the debi- 
or to the bank. - 

Q.—Did not you have a hundred 
times as much financial interest in 
the Great West Land Company as you 
had in the other? A.—No, I had not 
as much interest in the Great West 
Land Company as the Union Trust 
Company had. 

Q.—I am not asking you that, I am 
representing your financial personal 
interest, was it not greater in the 
Great West Land Company than it 
was in the Union Trust Company? A. 
—When you put my financial person- 
al interest that is true, but you must 
remember I am a director of the Union 
Trust Company. 

Q.—I am bearing that in mind? 
A.—And as such director I have an 
interest in 23873 shares while I had 
only personally— 

Q.—You had an interest in 2873 
shares in competition with— A — 
With 158. 

Q.—In competition with how many? 
A.—158. 

Q.—Oh, no, no; how many shares 
have you in the Union Trust Com- 
pany? A.—Ten. 


Q.—How many shares are there? A. 
—Two and a half million. 


Q,—And your thousand out of one 
and a half or two and a half million 
would give you such a substantial in- 
terest in the 2371 shares that it would 
altogether overbear your great inter- 
est in this Land Company? A.—No, 
T do not say that, and that is not a 
fair representation of the case. 


Q.—I do not think it is either, I 
am trying to get you to see that vour 
financial interest in the Great West 
Land Company is far and away great- 
er than your financial interest in the 
Tnion Trust Company? A.—Person- 
allv. yes. 

Q.—You do not see with your finan- 
cial interest all pulling you in the 
direction of the morteagor and vour 
duty pulling you in the direction of 
the mortgagee that vou occupy a posi- 
tion of conflict? A.—T never said 
anvthing contrary to that. what I 
mean to sav is this, that a man serv- 
ine an two Boards. which two Roards 
are dealine with one another. ocennies 
a nosition von mav sav of conflict: 
that is a thing that oceurs T suppose 
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a thousand times in this city all the 
time. 

_Q.—What we are immediately con- 
sidering, and what I gather you dif- 
fered with me about was whether or 
not turning this into a mortgage re- 
moved that position of conflict? A.— 
I do not think that letter says any- 
thing of the kind. 

Q.—Never mind whether it does or 
not, this turning it into a mortgage 
removed the conflict? ©A.—It does 
not remove any conflict that there 
may be from the fact of a man hold- 
ing a directorship in two companies. 

Q.—Would electing to take the stock 
remove that? A.—Nothing would re- 
move that as I understand it. 


Q.—Now we have it just where it 
seems to me we ought to have got at 
once, nothing can remove that? A. 
—Nothing can remove that, but I s:y 
and I think it was because you mis- 
understood me or misunderstood that 
letter— 


Q.—Wait for a moment and hear 
the next thing. What the letter says 
is: ‘‘It should elect to take stock or 
determine that it won’t take stock so 
that in all future dealings the direc- 
tors of the Trust Company who are 
interested in the Land Company could 
act uninfluenced by any consideration 
of a personal interest’’—that is what 
he says? A.—Yes. 

Q.—You do not agree with that? A. 
—Yes sir. 

Q.—What do you mean by that, 
that conflict is not removed? A.— 


No. I won’t say you cannot under- 


stand me— 

Q.—I like to stand upon the thing 
as it isP A.—As Mr. Stevenson puts 
it I agree with Mr. Stevenson. 


Q.—What do you mean, do you 
mean that once the option is deter- 
mined— A.—That removed what to 
my mind was a subject that ought to 
be removed, and I believe to Mr. Ste- 
venson’s mind was a subject that 
ought to be removed, so long as there 
was the power in the Union Trust 
Company to exercise an option to take 
stock or to treat the matter as a loan 
the Union Trust Company directors 
could say if the thing is successful. We 
will take stock, if the thing is not suc- 
cessful we will make it a loan. Now 
that was a position that I as a direc- 
tor would not want to be in or would 
not want to remain in, and therefore— 

Q.—You are spedking now from the 
position of director of the Union 
Trust Company? A.—Yes. 
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().—Supposing you treat it from 
the position of a director of the Land 
Company? A.—Treat it from the po- 
sition of a director of the Land Com- 
pany I would not want to be in it, 
and that is necessarily a conflict just 
the same as if you held stock in the 
C. P. R. Company and had a brief 
in an action against the C. P. R. 
Company, there is a conflict, and no 
person would ever suggest that that 
conflict would prevent you in doing 
your duty from holding your brief. 

Q.—I do not know what would be 
suggested, the case has not arisen? A. 
—I think, Mr. Shepley, you will find 
< most cases where there are direc- 
ors— 

Q.—What you are saying amounts 
to this, and to this only, that with 
such directors as you were you do noti 
think that conflict would swerve you 
from the line of your duty? A.—I 
am sure it would not swerve you, but 
I do not want to be in the position— 

Q.+—-Are not you still in the posi- 
tion of conflict once an option is de- 
termined, that difficulty is not re- 
moved? A.—That cannot be removed 
so far as being on two Boards is con- 
cerned, but it does remove the one 
and the most— 

Q.—The most flagrant? A.—What 
shall I sayP 

Q.—The most flagrant opportunity? 
A.—Yes, you may call it that. 

Q.—The most flagrant opportunity 
of abuse is removed? A.—Yes. 

Q.—The minor ones are left? A.— 
The most flagrant opportunity—I do 
not want to insinuate by that that any 
of my co-directors would abuse it be- 
cause I am perfectly sure they would 
not. 

Q.—I know we will all disclaim 
that. ‘In the event of it being de- 
cided to elect not to take stock for 
the investment then I think the in- 
dividuals interested in the North- 
West Land Company should stand 
behind the loan to the extent of their 
interest as Messrs. McCormack and 
others did in the Kamloops Lumber 
transaction’’—that I think was never 
done? A.—No, that was never done. 
I offered to do it so far as my share 
was concerned. 


Q.—‘Now you can easily under- 
stand it is a very embarrassing mat- 
ter for me to urge any particular 
course of action after the matter has 
already been acted upon. If I had 
been present when the matter was 
proposed I would have opposed it just 
as I did when Mr. Foster and Mr. 
McGillivray asked me to join in a 
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similar transaction when the Quebec 
Timber transaction was being inves- 
tigated ?’’? A.—That I had never heard 
Of abvall: | 

Q.—‘‘It seems to me that the mat- 
ter had better rest as it is until the 
Doctor’s return, and then be prompt- 
ly taken up and disposed of?” A.— 
Yes. 

Q.—You answered that letter, writ- 
ing 26th March: ‘‘I quite agree with 
all you state except that you were in 
error in understanding that the three 
of us had actually paid our money 
for the one-half.’ At that time you 
confirmed the understanding that he 
took from your conversation on the 
train as stated in this letter with the 
one exception P A.—Now, just as 
you read it to me I gather that letter 
is correct with one exception. 

Q.—You do not see any other thing 
to criticise except the impression that 
he got that you. had paid for this. 
Then you say: ‘‘It was only when we 
got our option on the other interest 
that we decided to bring that and 
hand it over without any profit to 
us to the Union Trust Company, and 
I was merely a consenting party then.” 
At the time you wrote this letter of 
course the option had been exercised 
to take the stock? A.—I do not re- 
collect that. 

Q.—Your letter says so? A.—What- 
ever the letter says is no doubt cor- 
rect. 

Q.—‘‘It was then moved by Mr. 
McGillivray, seconded by Col. David- 
son, and unanimously resolved that 
the Union Trust Company should take 
stock for their money.’’ Taking the 
stock for their money did not affect 
their title to the 2374 shares what- 
ever it was?* A.—Not according to 
my recollection. 


Q.—Not according to your under- 
standing of the transaction? A.— 
No. 

Q.—And it did not affect whatever 
title the doctor had to his 100 shares? 
A.—Not according to my understand- 
ing of it; of course that would be a 
legal question. 

Q.—How did the matter come to be 
raised again in November of the fol- 
lowing year? A.—You would have 
to refresh my memory. 


Q.—In November of 1905 what hap- 
pened was that the stock which had 
been taken for the advances was sur- 
rendered and the advances were turn- 
ed into a mortgage loan—you knew 
about that? A.—yYes. 
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Q.—How did that come about? A. 
—The first I heard of. it was when 
Mr. Foster wrote to me—I think on or 
about 4th November, 1905—to go to 
Toronto on the day prior to the 
meeting on the 7th November, that 
Mr. Stevenson had some new proposi- 
tion in regard to the Great West 
Lands and gave me no information 
as to what that propositaon was. I 
think the 7th November was on a 
Tuesday. I went down on the Mon- 
day and saw Mr. Foster and Mr. 
Stevenson that afternoon and they 
told me what the proposition was— 

Q.—What was the proposition? A. 
—The proposition was for the Union 
Trust Co. to get rid of its stock and 
to compute interest upon the money 
that it had advanced-from the time 
that the advances were made up to 
some convenient time, and then take 
a mortgage for the whole amount up- 
on all the assets of the Great West 
Land Company. 

Q.—That was the way in which it 
was putP A.—I am giving it to you 
shortly. 

Q.—It was to give up its stock and 
take a mortgage—that is a little 
shorter stillP A.—Yes. 

Q.—What stock was mentioned? A. 
—All the stock which the Great West 
Land Oompany had issued to the 
Union Trust Company. 

Q.—Was any differentiation made 
of the two classes of stock, stock for 
advances and stock for a bonus or 
compensation for. financing? A.—I 
would call that not stock for bonus 
but stock as compensation for financ- 
ing. 

Q.—We will speak while we are 
discussing them now for the purpose 
of brevity as compensation stock and 
advances stock, what differentiation 
was made? A.—They were all to go 
back. ° 


Q. What was said? A.—I cannot 
remember all that was said. 

Q.—Was any reference from begin- 
ning to end of the conversation made 
specifically to the compensation stock? 
AY 68. 

Q.—By whom? A.—By me. 

Q.—What did you say? A.—I re- 
member this one statement, drawing 
Mr. Stevenson’s attention to the fact 
that 100 shares of that was in the 
doctor’s name, and Mr. Stevenson 
said, ‘‘Well, that will be assigned 
too.’’ ’ 

Q.—You remember that as a matter 
of recollection? A.—As a matter of 
recollection, 1 do not mean to say 
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that that occurred on the Monday, 
but that that occurred— 

Q.—I am trying to keep to the con- 
versation on the Monday at present? 
A.—On the Monday the discussion was 
more of a general discussion of giv- 
ing up stock and taking a mortgage; 
it was very general, it had not got 
into a definite state then. 

Q.—I want to know whether when 
you emerged from the discussion on 
the Monday you emerged with the 
idea that Mr. Stevenson was intend- 
ing to sacrifice the compensation 
stock? A.—I did not emerge with 
the idea that he was going to sacri- 
fice anything, but I did emerge with 
the idea he was going to give it up. 

Q.—From anything he said? A.— 
Yes; 

Q.—What did he say? A.—That I 
cannot recoliect definitely, but the 
reason why I do say I emerged with 
that idea was that I went and dis- 
cussed the matter with Mr. Schol- 
field and told him that. 


Q.—What did you think from the 
standpoint of the Union Trust Com- 
pany of his giving that up? A.— 
I thought and told him thet I did 
not think that th&t change ought to 
be made at all. 


Q.—You protested against it? A.— 
I told him I did not think it ought 
to be made. 

Q.—But he insisted on giving it 
away you tell us—you were protest- 
ing and he was insisting upon giving 
away ? A.—He was ‘not insisting 
about giving anything away; what he 
wanted to get was to get the mort- 
gage, and he did not think that the 
patie was of any material value at 
all. 

Q.—Why did he want to give it 
away, it was not any detrimentP A. 
—Of course it. was not a detriment, 
but he wanted to get the mortgage; 
you see his taking the mortgage “plac- 
ed the Union Trust Company in an 
entirely different position. 


Q.—It placed it in the position of 
re-exercising its option, I perfectly 
understand that? A.—No sir, I do 
not understand that; it was not a 
re-exercising of the option, it was a 
new arrangement entirely. 


Q.—You have turned it into a new 
arrangement by what you have done 
with the compensation stock in it, in 
the origin of the transaction as the 
minutes plainly state, and as the 
agreement states, the Union Trust 
Company had a right to hold that 
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compensation stock whether they took 
a mortgage or stock for the advance? 
A.—Quite so. 

Q.—They had elected to take stock? 
A.—-Yes: 

Q.—Title to the compensation stock 
still unaffected? A.—Yes. 

Q.—Now they elected to have a 
mortgage? A.—No, I think you as 
a lawyer would not say that; at all 
events I had advised there was no 
right to that. 

Q.—You advised whom? A.—I 
had advised Mr. Scholfield. 

Q.—You had advised Mr. Scholfield? 
A.—I had advised Mr. Scholfield. 

Q.—And Mr. Foster? A.—No, I do 
not think I discussed it with Mr. 
Foster. 

Q.—And Mr. McGillivray? A.—WNa. 

Q.—Mr. Foster and Mr. McGilli- 
vray and you were the people who 
were to get it if it were given up? 
A.—Certainly. 

Q.—Did you not discuss it with 
them? A.—You are talking about 
discussing one thing and I am talk- 
ing about another. 

Q.—I am talking about compensa- 
tion stock being given up? A.—That 
is a different thing altogether; I had 
discussed that with*the whole of them. 

Q.—You did discuss “that with all 
those who were interested in the di- 
rection of getting it handed over—of 
course Mr. Scholfield has no interest 
in it? A.—Not in the direction of 
handing it over. 

Q.—Scholfield had no interest in it? 
A.—Scholfield had no interest in that 
at all. 

Q.—Not the slightest in the world; 
why were you advising him? A.— 
You misunderstood what I was ad- 
vising him about; after the election 
was made to take stock for all the 
advances I advised Mr. Scholfield that 
having made an election the Union 
Trust Company as shareholders in the 
Great West Land Company, and the 
shareholders in the Great West Land 
were co-shareholders in the Great 
West Land Company, and that was 
final. That is what I advised him, 
and under that advice of course since 
the Union Trust Company proposed 
changing that, I felt it my duty to 
tell Mr. Scholfield at once, because 
that changed the whole aspect, as 
well as the liability of the Great West 
Land Company. 

Q.—Why was it your duty to tell 
him any more than your duty to tell 
anybody else? A.—Well, it was not 
any greater duty, except Mr. Schol- 
field took a greater interest in the 
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Great West Land Company than any- 
body else. ; 

Q.—He and the Chancellor were on 
precisely the same terms? A.—Well 
no, I do not think he and the Chan- 
cellor were. ; 

Q.—Why? A.—Because we consult- 
ed Mr. Scholfield at almost every step 
we took.  . 

Q.—They were upon the same foot- 
ing in the’Land Company, each of 
them with $1,000 qualifying stock and 
$4,000 of stock they had to pay? A. 
—Yes, so far as their stock was con- 
cerned. 
ee of them Directors? A.— 

es. 

@.—And the Chancellor the Presi- 
dent? A.—yYes. 

Q.—Did you discuss it with him? 
A.—No, I had no conversation I think 
with the Chancellor about it at all, 
unless it was at the meeting. Of 
course if he was at the meeting then 
he knows all about it. 

Q.—So you were pointing out to 
Mr. Stevenson that there was no 
necessity for the Union Trust Com- 
pany giving that compensation stock 
away? A.—Now, Mr. Shepley, I do 
not think you are fairly representing 
me. 

Q.—What were you saying about 
it to him? A.—I was saying to Mr. 
Stevenson that I did not think it ad- 
visable in the interest of the Union 
Trust Company to make that change. 
1 thought the Union Trust Com- 
pany would make more money out of 
it by not making the change. 

Q.—That is that the Union Trust 

Company would make more out of it 
by not taking the mortgage, but hold- 
ing the stock? A.—yYes, and after- 
wards in the meeting I mentioned that 
to Col. Davidson. 
» Q.—Mr. Foster says he will not 
undertake to say that there was any 
specific mention of the compensation 
stock at allP A.—Well, I cannot help 
that. 

Q.—Any further than it would be 
embraced in a statement that the Un- 
ion Trust Company would give up all 
the stock, which of course is a term, 
as you can see in a moment that would 
be perfectely satisfied by the advance 
stock. You see that, do you not? 
A.—No, I do-not. 

Q:—Don’t you think it was desir- 
able that it should be made perfectly 
plain to everybody concerned in the 
Union Trust Company, every Director 
of that company, that you should 
make it perfectly plain to them that 
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the transaction did involve’ the 
transfer of the compensation stock? 
A.—And I thought it was perfectly 
plain. 

Q.—Well then you did think is ab- 
solutely necessary that they should 
know that? A.—l did not give such 
a thing a thought. 

Q.—You did not think*it was neces- 
sary? A.—No. I tell you now I 
would say that I think it is necessary 
and advisable, but I did not give the 
thing a thought then, because every- 
body did understand. 

Q.—Because you thought every- 
body understood? A.—Yes. 


Q.—Did you take pains to see that 
they did? A.—Well, I thought I did. 


Q.—By doing what? Tell me a 
single thing that you did? A.—Well 
I cannot recollect what I said with 
Mr. Stevenson in the early negotia- 
tions beyond that one specific thing. 
I do recollect that, because that vc- 
curred to me. 

Q.—Speaking of the doctor’s sto>':? 
A.—Yes. 

Q.—That was rather an oblique way 
to mention it, because that does not 
mention the 237 shares at all? A — 
Oh well, he knew that of course. 

Q.—How did he know if you do not 
remember telling him? A.—Well, he 
was a co-director and he knew the 
whole transaction the same as I did. 


Q.—He was trying to get the mort- 
gage; that was what he was after? 
A.—Now see, Mr. Shepley, if you want 
to know. That was all after the con- 
versation we had on the train, and all 
that discussion, and everything, so 
that he knew perfectly the whole state 
of affairs then. 

Q.—Granted that he knew all per- 
fectly, the present condition of affairs, 
what I am pressing you with is this: 
he says he was not aware, Mr. David- 
son says he was not aware, that the 
transaction which was being carried 
through involved the giving up of 
that compensation stock? A.—Well, 
I cannot help that. 


Q.—And I was asking you whether 
you did not think it was essential to 
the validity of such a transaction that 
everybody should perfectly understand 
what was being done? A.—Yes, and 
I have no doubt either that Mr. 
Stevenson when he says that believes 
that he was not aware. At the same 
time I am perfectly satisfied that he 
was aware at the time. 

Q.—Did you have any discussion 
with any other Director before the 
meeting of the 7th November was 
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held? A.—I do not think so. I do 
not remember at all events. 


Q.—You do not remember that you 
hadP <A.—No. 


_ Q.—What took place at that meet- 
ing on the 7th November when there 
was an adjournment about this sub- 
ject? A.—Well, the matter was dis- 
cussed and gone over, and it may 
have been at that meeting. At all 
events at one of the meetings I told 
Col. Davidson the position that I 
took in regard to the matter, that I 
thought that it was inadvisable in 
the interests of the Union Trust Com- 
pany to make the change. I thought 
that the stock would be valuable, and 
as representing the Union Trust dit 
rectorate I was not in favor of it. 


Q.—That was the way you put it 
to himP <A.—yYes. That was either 
at the meeting of the 7th, or at one 
of the subsequent meetings. 


Q.—That is the way you put it to 
him, and did you put it to anybody 
else? Do you remember anything else 
you said? A.—No, that is the sub- 
stance of what I said; what I said of 
course any of the others that were 
listening could hear it. 


Q.—As a director of the company 
you were advocating changing the 
policy of holding stock for advances? 
A.—In that case I was advocating— 

Q.—You were advocating the policy 
of not converting your advances into 
a mortgage? A.—yYes, in that case. 

Q.—As you put it in that way. this 
is not a desirable change for the Union 
Trust Company to make; they will 
make more money out of their stock. 
It is better to have the stock than the- 
mortgage. That is the way you were 
putting it? A—I do not think 1 
thought they would make more by 
keeping the stock than by taking a 
mortgage. 

Q.—Better for them? A.—Yes. 


Q.—That is what vou were saying 
to Col. Davidson? A.—Yes. 

Q.—Have you something else to 
add? A.—There was also a guestion 
of interest discussed. The interest 
was to be charged. : 

Q.—Did you say to Col. Davidson 
*‘Of course if we do that we are going 
to take away that compensation 
stock??? A.—TI do not recollect gyay- 
ing that to Col. Davidson. 

Q.—You do not recollect saying that 
to Col. Davidson? A.—No. 

Q.—And if you did not say it t& 
him, you heard nobody ‘else say it, 
and you heard no disenssion about it 
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either then or at any time? A.—Oh 
well, I won’t say that. 

(.—Did you hear any then? A.— 
I have no doubt myself at all that 
that was discussed, at the same time 
I cannot .recollect just what tpok 
place. I cannot recollect what was 
said by one or by another, unless 
there was something to draw my spet 
cial attention to it. 

Q.—You have told me what you 
said? A.—Yes. 

Q.—And you have no recollection of 
hearing others saying anything? A. 
—I have no doubt they did say some- 
thing. Col. Davidson answered me. 

Q.—You have no recollection of it? 
A.—I have no recollection of Mr. 
Davidson’s answer. 

Q.—You have no recollection of 
yourself or anybody else saying more 
about the desirability of maintaining 
the status quo than you told me you 
said? A.—At those meetings I have 
not. 

Q.—Then you would agree with Mr. 
Foster when he says that as far as 
he can recall no specific mention was 
made of the compensation stock? A. 
—I do not know if it was spoken of 
either by that name or as bonus stock, 
but specific reference certainly was 
made to this stock which would cover 
337 shares. 

Q.—By whom? A.—By myself in 
the way that I mentioned. 

Q.—In the way you mentioned, you 
did not say a word about it? A.— 
Yes, I did. 

Q.—You have told me you were 
advocating the policy of maintaining 
the status quo, that you were saying 
it was better for the company, that 
they would make more by holding the 
stock than by turning it into a mort- 
gage, and that you said nothing spe- 
cific about the compensation? A.— 
Mr. Shepley, did I not tell you that 
I said to Mr. Stevenson that 100 
shares of that stock stood in the doc- 
tor’s nameP 


Q.—You told me that with refer- 
ence to the meeting that took place 
before this Board meeting. I am 
speaking now about the Board meet- 
ing? A.—I will not say whether it 
was at the prior meeting; I think I 
told you, it was either at the prior 
meeting or at the Board meeting that 
was sald, and at the Board meeting 
I do recollect a resolution being read. 

Q.—You recollect the resolution be- 
ing readP A.—Yes. 

Q.—That is on the meeting of the 
7th? A.—I would not say whether it 
was on the 7th or on the subsequent 
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meeting; I would be inclined to think 
it was later. ' 

Q.—At the meeting of the 7th the 
minute is: ‘‘After some discussion 
the meeting adjourned?’ A.—Well, 
my recollection is that the matter was 
discussed at either three or four se- 
parate meetings. 

Q.—I am trying to get them one by 
one if I can. There was a meeting on 
the 7th when the adjournment took 
place, and that is the only one I asked 
you about so far, and you have told. 
me that at that meeting in the course 
of the discussion you did what you 
said, you advocated the retention of 
the matter in its present position, 
seeing the company would make more 
by holding the stock than by taking 
a mortgage, and you made no refer- 
ence specifically to the compensation 
stock that you could recall. Then the 
adjourned meeting is said to have 
taken place on the 13th, and a cer- 
tain motion is attributed to Mr. Ste- 
venson. You were aware of that of 
course? A.—Yes, I was told about 
it. 

Q.—Who prepared that motion? A. 
—I can speak only from recollection. 
Speaking purely from recollection I 
would say that Mr. Stevenson pre- 
pared that. 


Q.—You would say, speaking from 
recollection that Mr. Stevenson pre- 
pared it? A.—Yes. 


Q.—What is your recollection that 
makes you say that?. A.—The only 
thing that would make me doubt my 
recollection is this, that Mr. Steven- 
son is perhaps the man of all the men 
at the Board who always writes his 
resolutions, and I may have. got that 
idea from his practice, but I do dis- 
tinctly recollect the resolution being! 
read. 

Q.—I will come to that. First 1 
want to know what recollection you 
have at all on the subject of who pre- 
pared it? A.—The only recollection 
T have is that I believe Mr. Steven- 
son came in to the meeting with that 
resolution in his hands. That is my 
belief. I may be inaccurate in that. 

Q.—Do you recall seeing him bring 
it in and hearing him read it? A.— 
IT am not going to be certain about a 
thing of that kind. It is too long ago. 

Q.—What impression do you wish 
us to take as being the impression 
your memory bears? A.—That he 
brought that in written out before he 
came in. 

Q.—That he brought it in? A.— 
Yes. 
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Q.—Already prepared? A.—Already 
prepared. 

Q.—In the form in which it now ap- 
pears? A.—Yes. 

Q.—Your recollection is that he 
brought. 1 inP ~ Av—Yes; that. is 
speaking from recollection. I am not 
going to be certain about it. 

Q.—And he is not a man who is 
subject to mental aberration, I sup- 
pose, that you ever observed? A.— 
No, indeed. I think Mr. Stevenson 
is a very able man and a very hon- 
orable man. 

Q.—A very honorable man, and do 
you think he could possibly prepare, 
I was going to say even read such a 
resolution without apprehending that 
the compensation stock would be given 
up? A.—Oh, certainly, I have not 
a bit of doubt of that. 

Q.—Of what? A.—In my mind, 
that he knew perfectly well. 

Q.—He must have if he either pre- 
pared it or read it. He must have 
known that that involved giving up 
the compensation stock? A.—Yes. 


Q.—And you have heard him say 
that he never dreamed of such a 
thing? A.—No, I did not. 


Q.—You know he has said in the 
witness box under oath— A.—Yes, I 
know perfectly well this, that if he 
had said that at the meeting they 
never would have got the mortgage. 

Q.—So you say now? A.—Well, I 
think that is the case. Possibly I put 
it too strong. 

Q.—You know the Trust Company 
could have wound you fp with the 
stock they held. They could have 
wound you up if you had not done 
what they told you, they could have 
controlled the Land Company? A.— 
You mean to take proceedings to wind 
up the company? 

Q.—They could have controlled the 
policy of the Land Company so that 
the Land Company would give the 
mortgage? A.—I feel certain— 

Q.—You were masters of the situa- 
tion—the Union Trust Company was? 
A.—Don’t misunderstand me. I would 
feel perfectly safe then or now in the 
hands of the men representing the 
Union Trust Company. I would put 
myself in the hands of Dr. Oronhya- 
tekha and Mr. Stevenson to-day with 
perfect confidence that they would do 
nothing improper. 

Q.—What did you mean when you 
said if they had said that they never 
would have got the mortgage? A.— 
Because IT do not believe they would. 

Q.—Who would have _ prevented 
them? A.—Take this; if they had re- 
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fused to give up that stock I think 
the thing would have appealed to them 
as so unfair that they never would 
have— 

Q.—The thing was so unfair that 
they should not give it up, although 
the day before you yourself were say- 
ing ae it ought not to be given up? 

.—Yes. 


Q.—But they would have thought it 


’ unfair not to give it up. Now I un- 


derstand you. You did not mean to 
affirm that you were so master of the 
situation that you could prevent them 
from taking the mortgage, but you 
venture to say you thought they would 
think it was fair— A.—I do not 
want to say I was master of the sit- 
uation at the time. 

Q.—What you did say was that if 
that had not been in the resolution 
they never would have got the mort- 
gage; that is your own language? A. 
—I do not think they would, I do not 
wish to qualify that at all. 


Q.—You think Stevenson brought 
that resolution in already prepared, 
and do you think he read it to the 
meeting? A.—Yes, I -think that he 
read it. 

Q.—Do you recollect his reading it? 
A.—Well, I cannot state further than 
what I say. 

Q.—Do you think there was really 
a meeting at all that day? A.—I am 
perfectly sure there was a meeting. 

Q.—What makes you say that? A. 
—Because I remember being at it. 

Q.—How do you fix the date? A.— 
Well, speaking from dates, I cannot 
fix the date, but I fix the date first 
by the letter which Mr. Foster wrote 
to me on the 4th saying that he en- 
closed to me a notice of meeting for 
the 7th, and asking me to come down 
on the day before the 7th to discuss 
this proposition which Stevenson had 
in regard to the Great West Land. 

Q.—Have you the letter from Mr. 
Foster to you? A.—No, I have not, 
but the copy is there in the letter 
which I believe your representative 
saw. Then in addition to that, as to 
fixing the date— 

Q.—How does that fix the date? A. 
—Because this letter which is dated 
on the 4th says ‘‘Come down on the 
day before the meeting’ and I went 
down on the Monday. 

Q.—Which would be the 6th? A.— 
Yes, and that would be the meeting 
on the 7th, the letter saying ‘‘I en- 
ee, you notice of meeting for the 
is dte 
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Q.—That is how you fix the meet- 
ing at which Stevenson prepared and 
moved a resolution? A.—No, that is 
how I fix the meeting at which we first 
discussed the matter. Well then I 
fix that meeting otherwise by—I 
looked up a little diary that I carry 
where I put my appointments, and 
turning to November 7th I find that 
I have noted here, ‘““Union Trust Com- 
pany Directors 10.30 a.m.’ and my 
practice is whenever I receive a no- 
tice of a trust company meeting I 
put the date of it in my diary and 
then throw away the letter. 

Q.—Now, then, you have got me to 
the 7th, that is the way you fix the 
7th, and have you anything further 
to add as to your method of fixing 
the date that I asked you for first? 
A.—No, nothing else that occurs to 
me. 

Q.—Then does that satisfactorily fix 
in your mind this as a proposition ; 
that Mr. Stevenson introduced on any 
particular day this resolution? A.— 
No sir, you were merely asking as to 
the date. 

Q.—I was asking you as to the date 
of the meeting at which you are clear 
that Mr. Stevenson read a resolution ? 
A.—Oh no, sir. 

Q.—That is what I was asking you 
about? A.—I thought you asked me 
first whether there was a meeting at 
all on that day, on the 7th, and when 
T said there was you asked me how I 
fixed the date, and I said how I did it. 

Q.—I had got past the 7th, and I 
asked you some details about it, and 
then I asked you about the date the 
resolution was introduced? A.—The 
way I fix that is that I have on the 
13th in my memorandum book just 
in the same way, U.T. Company 10 
a.m., and if you turn through that 
book for all the other meetings of 
the Un'-» Trust Company or through 
the boc!: for this vear which T now 
have, or the prior book, you will find 
all entries inst the same wav. 


Q.—You put your appointments in 
this do you? A.—Yes. 

Q.—Has that entry on the 7th, this 
about the Trust Company, anything 
to do with this? A.—I think that 
has. I think in all probability I was 
either asked to go, or that I did come, 
having been previously asked an opin- 
ion as to power to hold lands, and 
T think likely that refers to the Union 
Trust Company, but it may refer to 
some other company. I cannot say 
certainly that it does refer to ‘the 
Union Trust Company. 
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Q.—Have you any objection to my 
having this marked, A.—I woud not 
like to leave that because I have to 
refer to it from day to day, but I have 
no objection to your keeping it. 

—Do you have to refer to your 
diary for 1905? A.—Yes, I often have 
to look it up, butI have no objection 
to your keeping it till I write to you 
for it. but please be careful not to 
lose it. 

JUDGE MacTAVISH: It will not 
be lost. 

MR. SHEPLEY: We do not throw 
things away when we have made an 
entry about them. 

WITNESS: I do not want it to re- 
main. (Book exhibit 580.) 

Q.—I understand that, and it will 
be returned to you when you ask for 
it. Then you heard, or you have read 
perhaps what Col. Davidson says about 
ee recollection of that meeting? A. 
—Yes. 

Q.—Is he an honorable man too? A. 
—OQOh yes, certainly. 

Q.—Neither he nor Mr. Stevenson 
would be people who would be likely 
to invent a story? A.—No indeed 
very far from that. 

Q.—Neither of them are men who 
are likely to forget what their atti- 
tude was upon a particular business 
proposition as they understood it? <A. 
—If Mr. Stevenson understood it T am 
quite sure he would not forget it. 

0. lt Mr. Stevenson understood it 
you are quite sure he would not for- 
get itP A.—Yes. : 

Q.—And would you not sav the 
same of Col. Davidson? A.—I cannot 
say that Col. -Davidson has been as 
careful and attentive 

Q.—Not of so accurate a mental 
habit as Mr. Stevenson? A.—You 
know Col. Davidson as well as I do. 

Q.—No, I do not. Well then you 
recollect the terms of that resolution, 
and it is drawn in a way that I want 
to call your attention to. Before we 
get to that, you know the attendance 
book of course? A.—Yes sir. 

Q.—And do you agree with what 
the witnesses who have spoken about 
the subject have said, that the cus- 
tom was to pass this attendance book 
around among the directors as soon 
as they took their seats? A.—Yes, 
or shortly after. 

Q.—And would you or would you 
not expect if a meeting was held. to 
find the attendance book signed? A.— 
Yes, as a rule. 

Q.—Why do you say as a rule? 
Would you not be surprised if it was 
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not so? A.—yYes, if it were not so, 
except something that occurred in one 
instance. 

Q.—What particular intance are you 
speaking of—this particular instance? 
A.—No, I do not know whether it 
was this instance or not. There was 
one time when the book was lost. 

Q.—And then it was found again? 
A.—Yes. 

Q.—You do not know when that 
was? A.—No, it was-sometime ago. 
It was”’months ago if not longer. 

Q.—If not years ago? A.—But I 
know it was lost. 

Q.—Who knew that it was lost be- 
sides you? A.—I think ‘that every 
person who came to the meeting must 
have known at the time that it was 
lost. 

Q.—Whom did you hear say that it 
was lost? A.—My recollection is it 
was Mr. Foster himself said it was 
lost. That is my recollection. 

Q.—You do not fix a date for that? 
A.==No 

Q.—But on that particular occa- 
sion the attendance book could not be 
signed because Mr. Foster said it was 
lost? A. —Yes, I remember there was 
an orcasion of that kind. 

Q.—Mr. Foster does not seem to 
have remembered that? A.—Well, I 
cannot help that. 


Q.—I suppose other directors would 
know about it just as well as you 
and Mr. Foster? A.—Certainly. 

Q.—Do you suggest that that was 
at the time these meetings were held? 
A.—No, I make no suggestion about 
that at all. 

Q.—Well then have you looked at 
this recently? A.—No, I have not, 
but I was told about it. 

Q.—Look at it please? A.—I was 
told that at the meetings of Novem- 
ber that there were no signatures 
there, and apparently between Noy- 
ember 7th and December 26th there 
are no signatures there. There is a 
blank space of a page and a quarter 
in the book. 

Q.—All the November meetings are 
not absent; it is only the meetings of 
the 13th and 28th? A.—TI said _ be- 
tween November 7th and December 


26th. 

Q.—November 7th has the  signa- 
tures? A.—Yes. 

Q.—And December 26th has the sig- 
natures? A.—Yes. 


Q.—At how many meetings do you 
remember the statement being made 
that the attendance book was lost? A. 
—TJI cannot recollect that. It was a 
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thing that was not impressed on my 
mind so that I do not recollect it. 

Q.—You think Mr. Stevenson 
brought this motion in writing and 
read it himself? A.—Now of course I 
am just speaking of a recollection. I 
am not stating that positively. 

Q.—I want you to discuss with me a 
little the terms of the thing itself. His 
motion would commence ‘‘Moved by 
the Hon. E. G. Stevenson’? would it? 
Does he put the Honorable when he 
writes his own name? Is he that sort 
of a gentleman? A.—I would not think 
So. 

Q.—That would not indicate that it 
was his composition so far? A—Par- 
don me, I do not think he would write 
it that way at all. I think he would 
write the substance of the resolution. 
The way that is frequently done, and I 
think generally done at the Board, is 
that the substance of a resolution will 
be put down, and then they ask ‘‘Who 
moves this and who seconds this’’ and 
I think Mr Foster would be the one 
who would jot down the mover and the 
seconder, and Mr Foster would cer- 
tainly be the one who would dictate the 
minutes pursuant to that. 


Q—You do not think the thing that 
is written down in the book is a copy 
of what Mr Stevenson presented? A. 
—I would think it would be a copy of 
the resolution. Mr. Stevenson’s paper 
would not name the mover and the sec- 
onder more than what Mr. Foster 
would jot down. Suppose Mr. Steven- 
son wrote down, ‘‘Moved by Smith, sec- 
onded by Jones that so and so be done’’ 
when Mr. Foster would go to write it 
out in the minutes he would very nat- 
urally put it, ‘‘Moved by the Hon. E. 
G. Stevenson and seconded by Col. 
John I. Davidson.’ Mr. Davidson 
would never put ‘‘Lt.-Col.”’ before his 
name, nor would Mr. Stevenson put 
‘honorable’ before his name. 


Q—Then I do not suppose that Mr 
Stevenson would have written out in 
advance before he came there these 
words “After a full discussion in refer- 
ence to the Great West Land Company 
it was decided P”’ A.—I would cer- 
tainly think not. 

Q.—That is somebody else’s work 
upon the minutes? A.—Yes. 

Q.—Whose? A.—I would think Mr. 
Foster. Now you are as able to judge 
of that asI am. I am not giving evi- 
dence as to that. 

Q.—I am drawing your attention in 
connection with the circumstance that 
you think you remember Mr. Steven- 
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son bringing this motion there ready 
prepared and reading it, I am draw- 
ing your attention to the inherent con- 
dition of the minutes themselves. Then 
it goes on that the Union Trust Com- 
pany should assume the position of 
mortgagee with reference to its advan- 
ces and payments to or for the Great 
West Land Company. Now that is a 
complete motion and carries out every- 
thing that you had advocated at the 
meeting of the 7th, that you had open- 
ly advocated, does it not? Just stop 
there, just at that point. A.—Well 
you are as good a judge of that as I 
am. 

Q.—I am not in the witness box, and 
I want it upon the record. You know 
what it was you wanted, and you have 
told us. Does that not completely re- 
produce the result or subject of your 
advocacy at the meeting of the 7th? 
A.—The substance but not the details. 
Since you have asked me that question 
I have read on, and I see 


Q.—I was begging your attention to © 


the terms of the resolution down to 
that point, and I want you to tell me 
what there is left out of that that you 
openly advocated at the meeting of the 
7th? A.—I cannot say what there is 
left out of it. 

Q.—You cannot say there is any- 
thing, can you, that you openly advo- 
cated at the meeting of the 7th? A.— 
Of course these words there that you 
read down to there are contained in 
two lines of not more than about 15 
words. Now there was very much 
more said than would be contained in 
that, in what I said. 

Q.—Was there any part of the sub- 
ject which you were openly advocat- 
inz at the meeting of the 7th which is 
not completely covered by the terms of 
this resolution down to that point. If 
there is tell me what it was? A.—Well, 
I was not advocating the resolution at 
all. 

Q.—I did not ask you that. You were 
advocating a particular policy, the pol- 
icy of retaining matters as they were 
instead of taking a mortgage? <A.— 
Yes. 

Q.—Now does this resolution not 
completely cover that subject? A.— 
That they would take a mortgage P 

Q.—That notwithstanding your ad- 
vocacy they would have a mortgage, 
assume the position of mortgagees with 
reference to the advances? A.—No 
doubt that was resolved. 

Q.—Is there any doubt that that 
covers and deals completely with every- 
thing you advocated at the meeting of 
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the 7th? A.—I have no doubt that 
that was a negative of what I was ad- 
vocating. 

Q.—And of all that you were advo- 
cating openly? A.—Well it was intend- 
ed to be a negative. . 

Q.—AIl that you were specifically—I 
will change the word “openly” to 
‘‘specifically’’—all that you were speci- 
fically advocating in the meeting of 
the 7th is completely negatived by that 
resolution down to that point. Read 
it again and take your time? ~ A.—If 
you stop there there would be nothing 
said about giving up stock. 

Q.—What stock? A.—The whole 
stock. There would be nothing said 
about giving up any stock. 

Q.—Assuming the position of mort- 
gagee—does that not involve giving up 
the stock taken for advances? A.— 
Certainly it does, but there would be 
nothing said in that. 


Q.—I ask you whether that is not 
completely covered. I ask you that once 
more. If you won’t give me any differ- 
ent answer I will not waste time. A.— 
I do not think it is covered. 

Q.—Why? A.—There it says noth- 
ing about giving up the stock. 

Q.—What stock? A.—Any stock. 

Q.—And you had advocated speci- 
fically at the meeting of the 7th giving 
up the stock for advances? A.—Do 
not say that. I was not there as an 
advocate. I pointed out—— 

Q.—Well, I will change that. You 
were opposing the proposition to turn 
the advance into a mortgage? A.—I 
was stating my reasons there why I 
thought it would be better to take 
the transaction as it was. 


Q.—Then the resolution proceeds, 
and it becomes beautifully specific. 
There is no doubt about that, ‘‘In- 
stead of the stock received by the 
company and its President upon 
formation of the Land Company, and 
the stock received as representing pay- 
ments and advances, and the company 
and its President releasing to its ori- 
ginal owners the stock.’’ (Reads). That 
is hedged around with a good deal of 
particularity is it not. Once more Mr. 
Wilson can you suggest any reason 
why except under the direst compul- 
sion that Board of Directors should 
at that meeting have given away 3373 
shares, the property of the company? 
A.—I did not understand they were 
giving it away. JI understood they 
were changing it for a mortgage. 

Q.—They got no mortgage for that 
amount? A.—They got a mortgage 


INSURANCE. _— 2727 


SESSIONAL PAPER No. 66 


84th day, October 11, 1906. 


for the whole of their advances with 
interest from the time each respective 
advance was made. 


Q.—You held a meeting of the Trust 
Company, the minutes say on _ the 
28th. Do you remember that meet- 
ing? A.—I cannot ‘remember’ the 
dates, but my recollection is that that 
same note book has a note otf thait. 
This is the note, November 28th. This 
is an appointment, Union Trust Com- 
pany meeting, and a Great West 
meeting, and in addition to that 1 
think that there is a notice. I have 
an envelope I think with a notice for 
some date, and I am not sure with re- 
ference to the date. This is for the 
llth December. 

Q.—That won’t help us? A.—No, 
that won’t help you. 

Q.—Let me see. There is another 
notice of a meeting. These are regis- 
tered notices of shareholders meet- 
ings. They are both for the llth De- 
cember so they do not help you. 

Q.—They won’t assist us. Well 
there is the same hiatus in the atten- 
dance book for that meeting? A.— 
_ Yes. 

Q.—Do you remember that meeting? 
A.—I cannot remember it as a meet- 
ing of date, but I can remember that 
there was a shareholders’ meeting as 
well as a Directors’ meeting when the 
agreement was read. Now when those 
were I cannot remember. 

Q.—Who prepared the agreement? 
A.—I did. 
pare et prepared the agreement? A. 
—Yes. 

Q.—On the instructions of what 
body, the Land Company or the other? 
A.—The Trust Company. 

Q.—Then you brought it to the 
meeting I suppose? A.—I had it at 
the meeting. 

Q.—Was that what you would call 
an informal meeting or a formal meet- 
ing? A.—Oh, I would call all those 
formal meetings. They were all meet- 
ings of which notice was given as far 
as I can recollect, and I have no doubt 
from my book. 

Q.—We can find no trace of the 
meetings from the book, and Foster 
does not think he would give any no- 
tice of the meeting of the 13th, be- 
cause it was an adjourned meetitig. 
A.—I would think a notice was given 
from my book. I did find trace of 
the notice of the one meeting which 
I mentioned to you. 

Q.—Then when you brought the 
agreement there which you had pre- 
pared, what did you do? A.—We dis- 
cussed it and discussed it at length. 
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Q.—What was said about it? Did 
anybody at that meeting say anything 
about this compensation stock? Was 
that subject mentioned at this meet- 
ing? A.—No doubt in the world the 
subject was mentioned, but I cannot 
recollect definitely what was men- 
tioned. I do recollect some remarks 
that were made about the agreement. 


Q.—What do you remember was said 
about the agreement? A.—I remem- 
ber Mr. McGillivray thinking—I am 
not going to use the expression, it was 
a very strong agreement, and very 
severe upon the Great West Land 
Company. 


Q.—They did not get the compensa- | 
tion stock? A.—No, it was not upon 
the ground of compensation stock, 
but it was on the ground of making, 
if I remember rightly—I am speak- 
ing only from recollection now—mak- 
ing time the essence of the contract, 
and giving extraordinary powers to 
the Union Trust Company if any de- 
fault took place. 


Q.—The solicitor of the Union Trust 
Company was very diligent in making 
the agreement drastic enough in 
these respects? A.—Well, Mr. Shep- 
ley, I think that those on the Board 
with me will give me credit for this, 
that I always tried to draw those 
agreements severely against my own 
interests, if I was interested. 


Q.—Let us just view these three 
meetings as a whole, and the consid- 
eration of this whole subject as a 
whole? A.—Which three meetings? 


Q.—The 7th, the 18th and the 28th 
November at which this transaction 
was put through? A.—Yes. 


Q.—Supposing Mr. Matthew Wil- 
son, being solicitor of the Union Trust 
Company and shareholder of the Union 
Trust Company and Director of the 
Union Trust Company, had no interest 
of any kind in the Great West Land 
Company, what would he have said 
at any of these meetings if it had 
been suggested either*that this com- 
pensation stock should be given up, 
or that the Union Trust Company 
could not control and ought not to 
control in its own interest the actions 
of the Great West Land Company? 
A.—I would have said ‘undoubtedly 
that in the first place the Union Trust 
Company ought not to take a mort- 
gage, but ought to maintain its then 
present position, but if it did take a 
mortgage then it ought to give up 
what it had received. 
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Q.—You would have said that as a 
trustee of the Union Trust Company? 
A.—If it did take a mortgage I would 
have been opposed to making any 
change whatever. I would have said, 
‘‘Keep the transaction as it was be- 
fore that change took place, and I 
think that Mr. Stevenson would have 
said the same thing. 


Q.—Do not speak for him, he can 
speak for himself? A.—Well, I know 
what he told me himself. 


Q.—You would not have attached 
the slightest importance to the fact 
that under the original contract the 
Union Trust Company was entitled to 
keep that whole block of stock as com- 
pensation, no matter whether it took 
a mortgage or took stock, that would 
not have made the slightest difference 
in your conduct as Director of the 
Union Trust Company? A.—That 
had been decided a year prior to that, 
that they would take the stock, and 
that put an end to my— 

Q.—What was inherently wrong in 
their saying ‘‘We want now to revert 
to the position of mortgagees and 
still keep the compensation because 
we have financed the transaction ?”’ 
A.—I think either you or any law- 
yer— 

Q.—Leave me out of it? A.—I think 
any lawyer would have advised that 
they had no right to take that stand. 


Q.—That they could not compel, un- 
less they could compel it by force of 
using their voting power? A.—Yes. 

Q.—But if they did enter into the 
transaction I ask you what is wrong 
in saying, ‘‘We want the compensa- 
tion.’? A.—If all parties agreed to 
any transaction then I do not think 
it would be wrong. 

Q.—Do you think in the face of 
what Mr. Stevenson has said, of what 
Col. Davidson has said and of what 
Mr. Ross has said, do you think that 
these Directors appreciated what they 
were about? A.—I would believe 
what Mr. Stevenson said without the 
slightest hesitation, and if Mr. Ste- 
venson said, “I did not believe it, 
I did not understand it’’ I would be- 
lieve what Mr. Stevenson said he be- 
lieved to be absolutely true. I would 
not question that for one instant. 
Let me show my action upon that. 
When Mr. Stevenson said he did not 
understand that, I said, ‘‘Mr. Ste- 
venson, if you did not understand 
that, or if you think that you did not 
understand that I will leave it to you 
to say just what should be done in the 
light of what has taken place since. 
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Q.—And who were you speaking for 
when you said that? A.—I was speak- 
ing for myself. 


Q.—And not for Mr. Foster and not 
for Mr. McGillivray? A.—Of course 
I could not speak for those gentle- 
men. 

Q.—Is that your attitude now, that 
you are willing to give up the stock? 
A.—I am willing to leave it to-day to 
Mr. Stevenson. 

Q.—Are you willing to give up the 
stock if he says it should be done? 
A.—Whatever Mr. Stevenson says I 
am willing to do in the light of course 
of what has transpired. I would say 
the same not only as to Stevenson, 
but as to almost any of my co-Di- 
rectors. 

Q.—Just one other subject, and I 
think we can be very brief about that. 
Did you take any part in the deliber- 
ations of the Union Trust Company in 
respect of the Kamloops Lumber Com- 
pany transaction? A.—Oh, practical- 
ly none. That was eliminated from 
my control by putting in the Kam- 
loops Lumber Company Directors, up- 
on which Board I' was not. : 

Q.—How was it you were not on 
that Board? A.—Well I do not know 
that I wanted to be on it. 

Q.—Do you remember whether you 
wanted to or not? A.—No. I do not 
You see I was not on any of their 
outside Boards. I had all I could do 
to look after the Union Trust Com- 
pany Board. 


Q.—Do you remember as a matter 
of memory now whether you wanted 
to go upon the Kamloops Board? A. 
—No sir, I do not remember, but I 
am satisfied I never wanted to go on 
any Board, and I would never go on 
any Board without being invited. 

Q.—But you do not recollect how 
that was? *A.—No, I do not. 

Q.—You were instructed by the 
Union Trust Company to bring about 
a sale of the whole or a majority of 
its stock? A.—Yes. 

Q.—And that was when ? A.—Not 
long ago; just a short time. I forget 
how long ago it is. 

Q.—And with whom did you nego- 
tiate? A.—With different parties. I 
negotiated with Mr. E. R. Wood. 

Q.—And then finally vou did bring 
about a transaction? A.—Yes. 

Q.—The transaction we have upon 
the record here between the Union 
Trust Company and Mr. DuVernet 
and his associates? A.—Yes. 

Q.—Who were Mr. DuVernet and 
his associates? A.—Mr. DuVernet is a 
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lawyer in the city, and his associates 
are English people, but you do not 
ask me to mention their names—all 
relatives of Mr. DuVernet’s wife, and 
the family members of whom I know, 
and with one member of which I as a 
youngster lived. 

Q.—That is whom Mr. DuVernet re- 
presents? A.—Yes. 

Q.—Who else were in the buying 
syndicate? A.—I should not say Mr. 
DuVernet exactly represents them, 
but Mr. DuVernet is one of them— 
and a foundryman 

Q.—Mr. Gurney? A.—Mr. Gurney 
and Mr. Magee. 

Q.—President of the Bank? A.— 
Yes. 

Q.—What Bank? A.—Crown Bank. 

Q.—And Mr. Gurney a Director 
there? A.—I think Mr. Gurney is the 
Vice-President of it, but I am not 
sure, and Mr. O’Grady. 

Q.—Who is he? A.—He is the Man- 
ager of the Crown Bank, and myself. 
I think we were all parties who were 
interested in it. 

Q.—Yourself? A.—Yes. 

Q.—What is your interest in it? 
A.—Well I will tell you that now if 
you think you ought to know. 

Q.—Yes? A.—My interest is one- 
half of $500,000. 

Q.—In what shape? Who holds that 
interest? -A.—Mr. DuVernet I sup- 
pose. I have never seen any papers 
regarding it. 

Q.—You have not any written docu- 
ment regarding it? A.—No. 

Q.—But your understanding with 


Mr. DuVernet is that you are with - 


him in the purchase to the extent of 
$250,000? A.—Yes. 

Q.—Was that interest disclosed to 
the Union Trust Company? A.—To 
Mr. Stevenson, yes. 

Q.—When was that? A.—Before I 
agreed to go into it I told Mr. Ste- 
venson the circumstance connected 
with it. 

Q.—That you were one of the pur- 
chasers? A.—Yes. 

Q.—You told him that you’ were 
one of the purchasers? A.—No, do 
not put it that way. It just shows 
the necessity of explaining. What I 
told Mr. Stevenson was this, that I 
was invited to become one, and I told 
him the circumstances under which I 


was asked to become one, and asked: 


Mr. Stevenson if first he saw any ob- 
jection to it, and next would he 
think it an advisable investment for 
me to make. 

Q.—Why did you tell Stevenson? 
Because vou felt under an obligation 
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to disclose to somebody? A.—Because 
I would not want to go into a trans- 
action of that kind without Mr. Ste- 
ee having the fullest knowledge 
of it. 

Q.—Why Stevenson? A.—Because 
he was the one who was acting for the 
I.0.F. at the time of the sale and 
because he was a very active member 
on the Union Trust Company Board, 
and because he was a member whose 
judgment I have great confidence in. 

Q.—You have great confidence in 
his judgment as to the wisdom of such 
an investment? A.—Yes, and quite 
apart from the wisdom of the invest- 
ment, I would not want him not to be 
told of it. 


Q.—You did not report it to the 
Foresters generally. You spoke to 
Mr. Stevenson about it. What did he 
say? A.—Mr. Stevenson said, so far 
as I recollect, about these words, ‘‘I 
not only see no objection to your go- 
ing into it, but I will be very pleased 
if you do become interested in it.” 
And then we discussed it from a finan- 
cial point of view, as to what the stock 
was really worth. Of course I had 
the opinion that it was very valuable 
stock, and I still have the same opin- 
ion. 

Q.—May I enquire whether you have 
put up any share of the money that 
has been paid on his purhhase. A. 
—No, I have not. 


Q.—That has been financed by the 
Crown Bank? A.—I do not know the 
ae thing about how that was finan- 
ced. 

Q.—What else did you get out oi 
that transaction ? A.—When that 
matter was put before Mr. DuVernet 
with the idea of having his English 
friends interested in it Mr. DuVernet 
said that he would not consider that 
unless I would take the management 
that he would not have time himself, 
he was too busy a man to look after 
the management of the campany, and 
that he would like to be able to teil 
his English friends that I was taking 
the management of it. I told him 
that that was impossible, and he sug- 
gested that if I would take the man- 
agement that they would give me $10,- 
000 a year, even though I did not de- 
vote the whole of my time. I said I 
could not do that without leaving 
Chatham, and T was unwilling to leave 
Chatham as a home. Then that was 
in our first discussion. And I think 
we separated, and he said for me to 
think it over. Afterwards he asked 
me if I would be willing to become 
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either President or Vice-President of 
it, and receive such a remuneric_ 
as would be fair for me to give up 
such time as would enable me to keep 
a general supervision over a Manager 
that might be selected, and I did not 
at first agree to that, but finally I 
told him that on the proposition which 
he made then of giving me $5,000 a 
year, that I would do that, and in the 
end he said he would supplement that 
with $2,500 out of his own pocket, 
and that proposition—that is the be- 
coming President or Vice-President 
and receiving remuneration at the 
rate of $5,000 a year—I then spoke to 
Mr. Stevenson about it. I did not at 
that time tell Mr. Stevenson what Mr. 
DuVernet was going to give me him. 
self, because that I thought was a mat- 
ter between him and me, and not Mr. 
Stevenson, and I asked Mr. Steven- 
son what he thought of it, and he said 
that would be perfectly satisfactory 
to him. Now you have got the whole 
of it I believe. 

Q.—Did you get anything in money ? 
A.—Yes, $2,500. 

Q.—Did you get any more money? 
A.—No. 

Q.—You did not get $5,000 in cash 
from Mr. O’Grady? A.—WNo. 

Q.—Nor through the Crown Bank? 
A.—No. There was a $5,000 cheque 
which was given to me to endorse, 
but the particulars of that I know 
nothing of. I endorsed it. 

Q.—Tell me all you do know about 
thatP A.—I do not know the first 
thing about it beyond the fact that 
it was in some way part of the trans- 
action whereby DuVernet was get- 
ting Mr. O’Grady, Mr. Gurney and 
Mr. Magee interested. 

Q.—Whose cheque was it? A.—I 
do not recollect, but I have no doubt 
it was the cheque that you speak of. 

Q.—Whose cheque? A.—That I can- 
not recollect. 


Q.—Do you endorse everything that 
is put before you without remember- 
ing anything about it? It was only 
in June, you know? A.—It would 
make no difference to me whether 
that would be O’Grady’s cheque, Gur- 
ney’s cheque, or Magee’s cheque. 

Q.—You do not remember as a niat- 
ter of fact whose it was? A.—No. 

Q.—Was it payable to your order? 
A.—I believe it was. 

Q.—Payable to your order? A.— 
I believe it was. 

Q.—Who asked you to endorse it? 
A.—Mr. DuVernet. 

Q.—You endorsed it and left it with 
him, did you? A.—Yes. 
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Q.—Did he tell you what he was 
going to do with it? A.—No, he did 
not. 

Q.—Did you inquire? A.—No. 

Q.—Why not? A.—Because it was 
none of my business. 

Q.—You made it your business, sir, 
by endorsing the cheque? A.—No, i 
do not think I did. I do not know to- 
day, and I have not the least idea ct 
the terms upon which Mr. O’Grady, 
Mr. Gurney and Mr. Magee have come 
into the company. ; 

Q.—And you made no inquiry? A. 
—No. 

Q.—And you know nothing abcut 
it? A.—No, I know nothing about it. 

Q.—And you are Mr. Matthew Wil- 
son, the solicitor of the Trust Com- 
pany, Director of the Trust Company, 
and the accredited ambassador of the 
Foresters in this particular transac- 
tion? A.—I am not solicitor for the | 
Trust Company, but at the same time 
I am Mr. Matthew Wilson. 

Q.—And you were the accredited 
ambassador in this very transaction 
of the Foresters? A.—Yes. 

Q.—And you were asked to endorse 
a cheque made payable to your order 
being told nothing about what the 
destination of it was? A.—yYes, and 
I do not know what the destination 
of it was. 

Q.—Did you disclose that to any- 
body? A.—No, I do not think I did. 

Q.—Is that all you got? A.—Yes, 
that is all I got. : 

Q.—Have you got a promise of any 
stock in the Union Trust Company ? 
A.—No sir. 

Q.—$20,000 worth of stock? A.— 
Oh, well now, that is a separate mat- 
ter altogether. 

Q.—Well, I do not want you to for- 
get about it? A.—I-will not forget 
about it, but that has no relation to 
the other except in this way; Mr. Du- 
Vernet and I discussed the question of 
whether we should sell our $500,000 of 
stock or not, and I was in favor of 
selling, letting the English people take 
it. Mr. DuVernet was in favor 
rather of holding it, and I told him 
that if he could sell that that I would 
be willing to take as my profit on the 
$250,000—I do not think it was $20,- 
000; I think it was $25,000. Probably 


.now that is the story that you heard. 


Q.—Well, I do not know. That may 
be another story, but that does not 
dispose of the story that I heard. Did 
you get a specific sum of $5,000 and a 
promise of a further block of stock to 
the extent of $20,000 as a commission 
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or remuneration from the other side 
of the transaction than that in which 
you were engaged? A.—No sir, I do 
not think that there was any such sug- 
gestion at all. I am telling you just 
my recollection of it which I told to 
Mr. Stevenson at the time. 

Q.—You did not tell him about that 
$25,000 of stock? A.—That was not 
a thing in existence until subsequent- 
ly. That did not come into existence 
at all. 

Q.—You did not tell him about the 
$5,000 cheque? A.—wNo. 

Q.—Nor the $2,500 from Mr. Du- 
Vernet? A.—No. 

Q.—I suppose Mr. DuVernet knows 
all about that cheque? A.—Well, I 
do not know. 

Q.—You do not know to whom we 
could direct our inquiries with a view 
to finding out about that? A.—You 
could direct your inquiries I should 
think to the parties from whom you 
got that information. 


Q.—That information I did not get 
from anybody until I got it from you 
in the witness box. You had never 
told anybody about that before? A.— 
Yes, I did. 

Q.—Have you the details of this 
transaction down in a little diary any- 
where? A.—No sir, I have not. 


Q.—Why did you keep that. out of 
your diary? A.—I did not keep it 
out of my diary. 

Q.—Well you did not put it in? A. 
—No. You might as well ask why 
did I keep it out of something else. 

Q.—You did not put it in while you 
do put in entries about most of your 
business apparently? A.—wNo sir, par- 
don me. 

Q.—There is no entry you have 
mee anywhere of this at allP A.— 

oO. 

Q.—No entry you can refresh your 
recollection with? A.—No.. 

Q.—Do you know any connection be- 
tween the $5,000 cheque and the $2,- 
500 which you got from Mr. Du- 
Vernet? A.—TI do not. 

Q.—Do you suspect any? A.—No, 
it has never occurred to my mind, ex- 
cept in this way; I supposed the $5,- 
000 cheque had something to do with 
the way in which Mr. DuVernet got 
Mr. Gurney, Mr. O'Grady and Mr. 
Magee interested. How it was I do 
not know. He never told me. 

Q.—He never told you? A.—No. 

Q.—He did not tell you for instance 
that the $2,500 which he gave you out 
of his own pocket was half of this 
cheque? A.—No, he did not. 
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Q.—Do you suspect it to be so? A. 
—I have no right to suspect it to be 
so. 

Q.—Do you believe it to be so? A. 
—I have no right to believe— 

Q.—Was that your understanding ? 
A.—No, Mr. DuVernet said that $2,- 
000 was coming out of his own pocket. 

Q.—At all events you got $2,500? 
Aly ee: ; 

Q.—Did you get it before or after 
you had endorsed this cheque? A.— 
My recollection is—now I am not say- 
ing that with certainty—my recollec- 
tion is that I got it afterwards. 

Q.—The same day? A.—No. 

Q.—On the same occasion, at the 

same meeting? A.—No. I am speak- 
ing now from recollection. My recol- 
lection is that I got it after’ it was 
settled that I’ was to take a general 
oversight of the work, not giving my 
time as manager at all, and to re- 
celve a Femuneration at the rate of 
$5,000 per year. 
_ Q.—That does not identify it at all 
in my mind with what I want to iden- 
tify it, if it is so; that is the endorse- 
ment of the $5,000 cheque? A.—I 
cannot tell you. 

Q.— Will you swear it was not at the 
same time you got the cheque? A.— 
No, I will not swear. 

Q.—Don’t you think it was part of 
the same thing, your endorsing the 
cheque with one hand, and getting the 
$2,500 with the other? A.—If you 
ask me what I think I would say I 
rather think not. < 

Q.—You would rather think not? 
A.—Yes. 

Q.—But you were keeping your eyes 
closed to what that $5,000 meant? A. 
—Pardon me. 

Q.—You were not asking? A.— 
No. 

Q.—You were lending yourself to 
what was being done, whether it was 
right or wrong? A.—I have no doubt 
it was right. 

Q.—Why was it made payable to 
you if it was right? A.—I do not 
know. 

Q.—You do not suggest, or rather 
your evidence is the other way, that 
the $5,000 to you was not a _ real 
thing, did not represent a reality be- 
tween the man giving the cheque and 
you? A.—Not to me, certainly. 

Q.—In your experience why do 
people put transactions through so 
that they embody no realities? A.— 
Nobody could answer such a question 
as that. 
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Q.—I do not know but I should 
rather think that you could; at all 
events you cannot answer it? A.—I 
wish I could. 


Q.—Is it a common thing for you to 
endorse a cheque which you know 
nothing about, and which you have 
no interest in, and which is made out 
to your order? A.—You are putting 
it as if there was no reason for it. I 
had no doubt I was endorsing that 
cheque in connection with that trans- 
action which was in Mr. DuVernet’s 
hands. 

Q.—And with which you had noth- 
ing to do? A.—Of course I had to do 
with it because I was becoming in- 
terested in the stock, and very heav- 
ily interested, and I had no doubt in 
the world but what Mr. DuVernet did 
was right, I have that confidence in 
Mr. DuVernet that I would unhesi- 
tatingly do it. 

Q.—Unhesitatingly put your name 
on the back of a cheque payable to 
your order that you knew nothing ab- 
solutely about, and as to the destina- 
tion of which you knew nothing? A.— 
As to the destination of which I knew 
nothing, 

Q.—Have you entirely purged your 
conscience, Mr. Wilson, with respect 
to writings between yourself and Mr. 
DuVernet or between yourself and any- 
body else in this transaction? A.—I 
have no writing at all. 

Q.—Any letters? A.—No letters. 


Q.—Did letters pass between you? 
A.—No. 

Q.—yYou never wrote a letter? A.— 
I do not think I wrote a single letter. 

Q.—He never wrote a letter to you? 
A.—He does not write letters. 

Q.—He never wrote a letter to you 
in this transaction? A.—No. 

Q.—Nor anybody else? A.—No. 

Q.—Nor you to anybody else? A.— 
Nor me to anybody else. 

Q.—No agreement in writing be- 
tween you? A.—No. 

Q.—No entry made by you of any- 
thing? A.—No entry made by me of 
anything. 

Q.—That is not in accordance with 
your usual habits in business? A.— 
According to what you saw this morn- 
ing 1 thought you would find it was. 

Q.—You appear to be rather method- 
ical and careful? A.—J think T am, 
but as you saw this morning you were 
surprised when I had no entries with 
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regard to the transfer of stock on a 
former occasion from the Provincial 
Trust Company to the representatives 
of the I. 0, F. 


Q.—You had little books full of 
A.—But I had no entry in any ledger 
or docket, or anything about it. You 
were surprised about it. As I told you 
then, I do not make a habit of making 
the charges in that way until the thing 
was completed, and in the same way 
I would not enter up anything here. 

Q.—Now that you have told me so 
little about things you do not know 
about, I should like you to tell me a 
little more about things you do know 
about. Who were interested with you 
and Mr. DuVernet in this purchase? 
A.—No person except the persons 
whom I have referred to. 


Q.—Mr. DuVernet represented some 
English capitalP A.—yYes. 

Q.—Who are the English capitalists ? 
A.—Well I have no objection to giving 
vou those, but I do not think they 
ought to be given to the public. 

Q.—Why not? What objection can 
there be to the public knowing who 
are the stockholders in the Union 
Trust Company? A.—Well the parties 
themselves might not want their names 
known. 


Q.—I think we cannot respect their 
delicacy. A.—If the Commission think 
I should give them I will do so. 


Q.—It seems to me that is a relevant 
inquiry. The Foresters still hold a mil- 
lion of this stock, indeed they hold it 
all except $500,000 of it. 

JUDGE MacTAVISH: I think you 
must answer the question. 
res William Marling and his fam- 
ily. 

MR. SHEPLEY: Q.—Is that. allP 
A.—And I believe also Mr. Chitty. 


Q.—Is that all? A.—I believe so. 


Q.—Is the arrangement that you 
have with Mr. DuVernet that you shall 
unload this half million of stock upon 
these two parties in such a way that 
you will turn it over at a profit to 
yourself? A.—No sir. 

Q.—You were agreeing to take $25,- 
000 for your share of the profits? A.— 
Of course I would not call it unload- 
ing. In the first place I think the 
stock is a very valuable stock. ; 

Q.—That these people should get it 
on shares by which you should make 
for vour share $25,000? A.—Well, I 
would not sell it for less. I would not 
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sell $250,000 of that stock procured at 
110 at less than $25,000 of a profit. 


Q.—You secured that from the very 
man that was looking to bring in the 
capital of his friends, you secured that 
position, the position of being able to 
demand $25,000? A.—I do not under- 
stand what you mean by that. 


Q.—You secured from Mr. DuVernet 
the right to half the $500,000 of stock 
without a scratch in writing it is true, 
but still you are entitled to it? A.— 
. I cannot say that I secured it to him. 


Q.—From him—from him I said. A. 
—Because that is tke original under- 
standing. 


Q.—From hiin I said. A.—How 
would I secure it from him any more 
than he from me? 

Q.—Was he ready to pay that $500,- 
000 of stock? A.—No sir. That is as 
I understand. Of course he can pay for 
it. 


Q.—He cannot finance the whole 
$500,000, but only half of it? A.—Oh 
dear no, don’t misunderstand me. 
Mr. DuVernet I think offered to pay 
for that stock long ago for his friends 
in England, and I understand it was 
not because he was straitened. 

Q.—He was occupying the position 
of purchaser, and you were agent for 
the vendor; he was agent for the pur- 
chaser and you were agent for the 
vendor, and you and he are sharing 
the profit on turning over the prop- 
erty, you for the vendee and _ he 
for the vendcr; that is the plain Eng- 
lishP A.—No, it is not. 

Q.—What is it? A.—I got this stock, 
as the President or Mr. Stevenson 
would tell you, with instructions to get 
110 from them. The best way for me 
to get 110 was to go to a man and say 
‘‘Here that stock is worth more than 
110. I will show you on a 5 per cent. 
basis that it is worth very much more 
than 110. I will show you by my own 
action that it is worth mére because 
I will go in with you and take part in 
that stock.’’ Nhat is the way I induced 
them to come into the company, in the 
first place to show by my action that 
I believed it was a good undertaking, 
and I did that as I said after laying 
the matter before Mr. Stevenson. 

Q.—And it has net struck you up to 
the present time that you, the agent 
of the vendor, and Mr. DuVernet the 
agent of the vendee, upon the story 
you have told us, were transferring the 
subject matter of the sale to the ven- 
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dee principal at a profit to each of 
your? A.—Why would not we have a 
right to do it if we did it with the 
knowledge of everybody? 


Q.—I cannot argue with a man who 
says why have not we a right to do a 
thing like that. There is no writing 
between you at all events? A.—No. 

Q.—Are the million and a half dol- 
lars worth of stock that this syndi- 
cate has purchased, as we have been 
told, to be distributed, some in Eng- 
land and some here? A.—I believe 
sO. 

Q.—And the English distribution— 
is that of the $500,000 you have been 
telling us about? A.—I think of 
more. 

Q.—Well, do you know? A.—No. 

Q.—Certainly of that? A.—Cer- 
tainly of that. 

Q.—Certainly of the $500,000 you 
were speaking about? A.—Yes. 

Q.—And you think of more, but 
you do not know certainly? A.—No. 

Q.—You know where the rest is to 
be distributed that does not go to 
England—what the intention isP A. 
—No. 


Q.—Is it to be put upon the mar- 
ket? A.—No sir, not that I know of. 
I do not think so. 

Q.—Who do you understand holds 
that or is to hold it? A.—Well that 
as I say I do not know. Mr. Magee, 
Mr. O’Grady and Mr. Gurney— 

Q.—They are handling that? A.— 
That is as I understand. 

Q.—I think I quite understand your 
position. You bought or took an ip- 
terest in the $250,000 of stock with 
that intention and purpose of sell- 
ing it at the profit you speak of, the 
$25,000? A.—No, I took it with the 
intention of holding it. 

Q.—And you are transferring it 
and getting out upon getting $25,- 
000? A.—No. 

Q.—You.are intending to? A.—No. 

Q.—You agreed to? A.—I agreed- 
to, but that has not been carried out. 

Q.—What is delaying it? A.—TI do 
not think it will be carried out. 

Q.—Why? <A.—I merely told you 
T offered to do that. I prefer to hold 
ite 

Q.—That is what you have offered 
to do? A.—Yes. 

Q.—Did Mr. DuVernet agree to 
that? A.—No sir. 
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‘ Nites has not agreed to that? A. 
—No. 

Q.—Is your $250,000 intended to 
be taken up by the people in Eng- 
land? A.—Well, if -Mr. DuVernet 
sees fit to sell it to them he is at 
perfect liberty to do so. 

Q.—Is that his intention? Is that 
part of the stock that is to be dis- 
tributed in England? A.—Well, that 
is if it is carried out. 

Q.—And the intention is to carry 
it out so far as you are aware? A.— 
T am not sure about that. 

Q.—Unless something happens to the 
company? A.—That will not be car- 


ried out unless I get a profit upon it. 


For instance I would not consent to 
Mr. DuVernet distributing that in 
See ae without giving me the pro- 
t. 

Q.—And he is willing to give you 
that profit? A.—No he has not said 
that at all. 

Q.—He has not said so? A.—No. 

Q.—What has he said about it? A. 
—He has not accepted my proposition. 

Q.—He is remaining silent about it? 
A.—Yes. 

Q.—To what extent are his English 
friends now committed by him to the 
purchase of stock? A.—I do _ not 
Iknow. Of course I understand, pos- 
siby without. reason, that Mr. Du- 
Vernet controls very much more than 
that. 

Q.—Just one other matter. I have 
a reference now to the minute in the 
Kamloops matter, I had in mind. The 
date of that seems to be 19th Decem- 
ber, 1903, minutes of the Union 
Trust Company Directors in connec- 
tion with the purchase and working 
of certain timber berths in British 
Columbia as described in a memoran- 
dum of agreement between Ryan and 
Fowler giving an option, and so on. 
The Trust Company will advance the 
money required to purchase the pro- 
perty ond take a controlling interest 
therein P A Special committee 
consisting of Matthew Wilson, Col. 
Davidson, and another gentleman were 
appointed to arrange details of the 
matter. You seem to have been on 
as committee to arrange details? A. 
—Yes. 

Q.—Did you take part in what they 
did? A.—Yes. 

Q.—You were aware of the trans- 
action as it then went through? A.— 
No doubt. There was one meeting I 
was not at. 

Q.—Did you have any knowledge of 
the existence of that $55,000 fund? A. 
—Not the slightest. 
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Q.—Carved out of your Trust Com- 
pany’s $225,000? A.—I never heard 
of that until Mr. Stevenson consulted 
me about it after getting word from 
British Columbia. 

Q.—Does it so happen that any 
cheques that were given by Fowler 
about that time were given to Matthew 
Wilson? A.—No, it does not. It 
does not so far as I know. I never 
received a cheque from Fowler in my 
life. 

Q.—You never endorsed a cheque 
without knowing whose it was? A.— 
I never endorsed a cheque by Fowler 
so far as I know. 


Q.—You might have endorsed his 
cheque without knowing it? A.—I do 
not think I would. I do not think I 
endorsed anybody’s cheque without 
knowing whose it was. 

Q.—yYou did in one case? A.—No, 
I did not. 

Q.—Whose cheque was that .$5,000? 
A.—I said while I knew at the time 
whose cheque it was, I said no doubt 
it was a cheque of or connected with 
some of those three parties. 


Q.—You may have endorsed a 
cheque of Fowler’s A.—No, I did not. 


Q.—And have known it at the time 
and have forgotten whose cheque it was 
nowP A.—No. Let me tell you this 
directly or indirectly through myself 
or anybody else I have never had the 
slightest interest with Mr. Fowler in 
any of his transactions beyond the 
purchase from him of the Great West 
Lands. 

Q.—You will get those distribution 
cheques and send them to us at the 
earliest possible moment and address 
them to the Secretary of the Com- 
mission please? A.—Yes. 

Q.—I understand now you want 
to make an explanation. A.—For 
fear you have the impression that Mr. 
DuVernet was making a profit out 
of his English friends I want to say 
that I did not intend to say and I do 
not think I did say anything to that 
effect, that I was speaking merely of 
my own interest. 

Q.—The language you used I think 
was this; that you were prepared to 
accept $25,000 as your share of the 
profits? A.—Well I did not intend 
that. I meant the share of my profit, 
and J thought that was what I said. 


(Commission adjourned at 5 o’clock 
on Thursday, October 11th, till 10 
a.m. Friday October 12th.) 
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ERNEST E. A. DuvuVERNET, 
sworn. Examined by 


MR. SHEPLEY: Q.—You were 
concerned in the purchase of $1,500,- 
000 par value of the stock of the 
Union Trust Company recently? A.— 
J was. 


Q.—Whom did you represent in the 
transaction? A.—I represented my- 
self, 

Q.—Anyone else? A.—There were 
certain parties who were interested 
about that time, became interested, 
but as to one million dollars of the 
stock I represented myself. 


_ Q.—What capital was behind you 
in the interest that you represented ? 
A.—Well it would perhaps be shorter, 
as the matter has been brought up— 
of course it is entirely a private mat- 
ter, but I had better clear it up— 
perhaps I had better tell you just 
what occurred. 

Q.—Yes, if you please? A.—I was 
called upon by Mr. Matthew Wilson 
who told me that he either had or 
was IN a position to get an option for 
15,000 shares of the Union Trust Com- 
pany. He asked me if I thought I 
could get my English friends to as- 
soclate themselves in the purchase. 
Well I asked him how long his option 
would be good for. He said about 
ten days. I expressed myself that 
that would be far too short a time to 
do anything, but I asked him if he 
had anything in writing, and he said 
no. I said, “If you come back with 
something in writing I will talk to 
you.”? Subsequently he did come back, 
and I had considered the matter and 
made up my mind that it would be a 
good investment, as my idea was to 
turn the stock over at the price which 
I would pay for it to solicitors, of 
whom I acted for a great many in this 
country, and who would take an in- 
terest, and elect their own body, and 
also to some of my English friends. 
However, of course it was necessary— 
there was half a million dollars to be 
paid—it was necessary of course that 
that should be arranged for. 

Q.—If you will let me interrupt 
you for a moment, did he bring back 
a written option on the second oc- 
casion? A.—Certainly, certainly. 

Q.—Is that among vour papers? 
A.—No, Mr. Shepley, all those papers 
would he handed to the bank. 

Q.—Whatever papers there are will 
be found in the bank, such as you 
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have yourself? A.—Such as I have 
myself; and I took the matter up. 
The parties names have been men- 
tioned. Mr. E. R. Wood was one. 
We also went so far as to send the 
agreement to Mr. Thomson, Mr. Til- 
ley’s partner, to revise. But Mr. 
Wood was taken ill and the matter 
was dropped. It then became neces- 
sary to make arrangements elsewhere, 
and I arranged with the bank to pay 
the necessary money, and I took the 
option up. The option was assigned 
to me and I simply took it up. I 
may say that Mr. Wilson knew noth- 
ing about my attitude in the matter. 
He was extremenly surprised when he 
found that I had taken it up. 


Q.—You took the option up? What 
exactly did you doP A.—I wrote a 
letter. I had before me an assign- 
ment of an option to Mr. Wilson. Mr. 
Wilson was the man whom I was deal- 
ing with. I did not understand any- 
thing about the Foresters or the 
Union Trust Company. I had no 
dealings or connection with them 
whatsoever. Mr. Wilson had an op- 
tion which he was willing to sell, and 
I arranged with Mr. Wilson to buy 
that option, and I agreed to give him 
what he wanted for it. 

Q.—That was 110? <A.—That was 
110 plus what he was to get. 

Q.—Plus what he was to get? A. 
—Certainly. He was not selling an 
option for nothing. 

Q.—Will you tell me please what 
the plus was? A.—The plus was, 
according to my recollection, I do not 
think anything was written in regard 
to that; I was to pay Mr. Wilson 
$5,000 cash, and Mr. Wilson was to 
have 200 shares of the Union Trust 
Company. That was the addition, 
that was the profit, but what, as I 
understood, was his option as to what 
was between Mr. Wilson and the For- 
esters, as to whether that was going . 
to them, I knew nothing about that 
whatsoever, nor it was none of my 
business. 

Q.—Then the arrangement that Mr. 
Wilson made with you contained a 
stipulation that he should get in ad- 
dition to what his principal wanted, 
or at least of what his option was— 
A.—I knew of no principal. 

Q.—I amend that. In addition to 
the figures called for by the option 
which he was carrying, the $20,000 
in stock and the $5,000 in cash? A. 
—Certainly that is my recollection. 
As to whether that was going to him 
or his people I knew not. 
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Q.—And the result of that trans- 
action was to be that the whole of the 
million and a half of stock would be 
vested in whom? A.—In myself. 

Q.—You taking up the option? A. 
—I taking up the option. 

Q.—What was the next step in the 
matter? A.—Well, the next step in 
the matter, I took the option and paid 
the $500,000. 

Q.—You do not alter in any way, 
do you, the statement we already have 
as to the method of payment? A.— 
That I do not care about. My agree- 
ment with the bank called for the 
payment, and they may suit their 
own convenience about that. 

Q.—Was your agreement with the 
bank in writing? A.—Certainly. 

Q.—Will the bank have that? A. 
—The bank has that. 

Q.—You have not that? A.—I have 
copies. I can get them from Eng- 
land, from my people there, but the 
bank have all those things. I may 


have left the original in England and . 


the bank may have a copy of that par- 
ticular agreement. 

Q.—No doubt the bank officers will 
produce everything to us? A.—I have 
receipts from the bank for all these 
documents. 

Q.—You will, of course, as I ex- 
pect you to do, give us full liberty 
to examine the documents in the 
bank? <A.—Certainly, but I have 
this to say; you must recognize that 
except so far as Wilson is concerned 
and his commission, it is a matter that 
has nothing to do with the Foresters 
or the Union Trust Company. My 
dealings with my friends in the shares 
I purchased have nothing to do with 
this, but you are quite at liberty to 
see all the documents, and the Com- 
mission can see them, trusting to your 
sense of propriety not to spread my 
private affairs where it is nobody’s 
business but my own. 

Q.—How did Mr. Gurney and Mr. 
Magee become associated in the trans- 
action P A.—Mr. Gurney and Mr. 
Magee arranged to have the money 
advanced, and for which they were to 
get a third interest, a third of the 
stock, and to assume a third of the 
liahilitv. 

Q.—And in that way the agree- 
ment when finally made came to em- 
brace these gentlemen as well? A.— 
Yes, there were three other parties 
whom I bought out since: so we had 
better leave them out of the question. 

Q.—They were associated at that 
time? A.—They were to get another 
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third. Since then 
them out. 


Q.—So that as matters now stand 
inter se, you are holding a million of 
stock and Messrs. Magee and Gurney 
half a million? A.—Exactly. 

Q.—That is the position? A.— 
Yes. I think Mr. O’Grady  repre- 
sented them in the transaction. 

Q.—There were originally othens 
associated, but they have been elimin- 
ated by your purchase? A.—I have 


I have bought 


bought them and paid them cash. 


Q.—I think I ought to ask you 
whether any person connected either 
with the Union Trust Company or 
Foresters to your knowledge was 
among those you specified? A.—Ab- 
solutely not. I do not even know, I 
have not had the honor of knowing 
the head Ranger of the Foresters, I 
have had no connection with the For- 
esters whatever or the Union Trust 
Company until I took up that option, 
of any description. 


Q.—Did Mr. Wilson become other- 
wise interested than as you have told 
me? <A.—What took place was this; 
I was to pay Mr. Wilson $5,000 in 
eash. JI drew my cheque for $5,000 
payable to Mr. Wilson. That cheque 
I will produce. At that time Mr. 
Wilson had absolutely no interest in 
the matter whatever except as I have 
described to you. He then wanted to 
get an option on half of the $500,000, 
and I declined to zive it to him. I 
said the responsibility was mine, and 
that I saw no reason for it. He 
then pressed me and finally suggested 
that he would leave $2,500 in my 
hands as a forfeit if he did not take 
the option up in three months. 

Q.--You did give him an option? A. 
—I gave him that option. 

Q.—What was the option? A.— 
The option was that he was to have 
the right to take up $250,000 of 
stock. 

Q.—At what price? A.—At the ex- 
act figure which I paid for it. 

Q.—Not at an advance but at the 
110? <A.—Except he was to — bring 
everything he was getting in to the 
syndicate, to myself and the others. 

Q.—How do you mean anything he 
was getting inP A.—That is he 
would have to bring back, he could 
not take the position of seller and - 
purchaser—he would have to bring 
back what he was getting. He got 
$2,500— 

Q.—He really got $5,000? <A.— 
Yes, he would have to bring back 
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half of his commission or whatever it 
was. 

Q.—And to pay back the $20,000 

of stock? A.—Yes, to pay back half 
of that I think it was. 
- Q.—And you say that he was not 
to get a profit on taking up that op- 
tion? A.—He was to get the stock 
at 110; that is what he was paying 
$2,500 for. 

Q.—Then it was intended the stock 
should be resold and resold at a pro- 
fit? A.—Absolutely not. I declined 
to sell one dollar of that stock to 
anybody at a profit. My policy was 
to sell it only to people who would be 
a benefit to the company. Any pro- 
fit I desired was to be taken out of 
the profits as shareholder of the 
stock which I have paid, and the stock 
which has been sold at absolutely what 
I paid for it, I paying any commis- 
sions myself. 

Q.—What Mr. Wilson told us yes- 
terday was that you and he agreed 
that if he got this stock that he 
would hand it back again at a pro- 
fit of $25,000, which was to represent 
his profit in respect of it? A.—I can- 
not help what Mr. Wilson said. I 
am telling you the fact as I recollect 
it. 

Q.—I have to call your attention 
to the statement he made. What do 
you say in regard to that?” A.—Well, 
what may have been in his mind I do 
not know. All I know is this, that 
he had the right up to three months 
to take up $250,000 of that stock; 
that he did not do and told me he was 
not going to do; so that ended Mr. 
Wilson’s connection with the matter 
absolutely. 

Q.—Was that option between you 
and him in writing? A.—My own im- 
pression was—I signed several things 
for Mr. Wilson and I think that wes 
signed—that is my recollection, but I 
would not swear to that. That is my 
recollection of the thing. 


Q.—Your recollection is that 1% 
was? <A.—Yes, my recollection is 
‘that it was. but I may be in error. I 
signed two or three things in connec- 
tion with this. That is my recolla>- 
tion though. | 

Q.—What induced you to part with 
the option to Mr. WilsonP. A.—Mr. 
Wilson pressed me very hard. He 
suggested that it was a good thing, 
and that he should take an interest 
that he was a man of standing and 
means, and I may say at that time I 
was very much impressed with the 
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benefit it would be te the company, 
to have a man like Mr. Wilson, who 
was an old practicing solicitor, and 
one of the leaders of the Bar, and one 
of the Benchers of the Law Society 
connected with it.. Of course I did 
not intend to take an active part in 
‘tthe matter at all. 


Q.—He says you were urgent that 
he should assume the position of 
Manager in the company? A.—Well 
I do not know. I had a Manager in 
view, and that was discussed with Mr 
Stevenson. Mr. Wilson’s name may 
have been mentioned. I would not 
say that in some of the conversations 
ke had with me I might not have suv- 
gested that. 


@.— He says that you were very 
urgent with him, that you wanted him 
tc becume the Manager, to devote 
such time as was necessary, as he 
thought necessary to the business o! 
the company, and that he was ty 
have a salary cf $ 6,000 a year if he 
would aceede io your blandishments? 
A.—Well, 1 baive no recollection of 
holding out any inducements of that 
description. It may have been pos- 
sible that I may have suggested as 
to whether or not he was in a posi- 
tion to take the Managership, and 
that sum may have been mentioned: 
I would not say it was not. All I 
know is that I recognize that Mr. Wil- 
son from his own account has been 
one of the moving and leading spirits 
in the Trust Company. My policy 
was in the re-organization to take in 
a man of the very highest standing as 
the President; that is representing 
a new element, and to have a man 
who would know as to the past of the 
Trust Company, and who had no con- 
nection with the Foresters, because 
they had their own representatives, 
and I thought that between the two 
naturally a salaried manager should 
be appointed, and we were looking 
for the best man that the country 
could produce, and this man should 
be properly paid. We were intend- 
ing to appoint a man at once. 

Q.—Then he says that upon his ab- 
Solutely refusing by reason of the 
necessity involved of changing his 
home, that he absolutely refused the 
position of manager at the salary of 
$10,000 a year, that then you urged 
upon him taking the position of Pre- 
sident or Vice-President and not de- 
voting so much of his time. as_ he 
would have to do to the affairs of 
the company at a salary of $5,000, 
and you said that as a matter of in- 
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ducement you would supplement that 
by $2,500 out of your own pocket. 
What do you say as to that? A.—That 
is not my recollection. What took 
place was this; I was very anxious to 
retain Mr. Wilson’s active services in 
connection with the Trust Company, 
because I thought he had everything 
at his—he had been with it since the 
commencement, and I had the most 
absolute confidence, as I say, in Mr. 
Wilson’s standing, and in his ability 
and skill, and I was quite willing 
that he should be properly paid, if 
he would take the position of Vice- 
President. As a matter of fact when 
the by-law came before the sharehold- 
ers I opposed it and the by-law was 
laid over, and that by-law has never 
been ratified by the shareholders, be- 
cause owing to this investigation, or 
whatever it was, I did not think we 
were getting value for our money. 


Q.—Let me be a little more speci- 
fic with regard to Mr. Wilson’s state- 
ment yesterday. At page 8,370 of the 
typewritten record? A.—I have not 
had the advantage of seeing Mr. Wil- 
son’s evidence. 

Q.—He is asked: 

‘‘What is your interest in it? A.— 
My interest is one-half of $500,000. 

“‘Q.—In what shape? Who holds 
that interest? A.—Mr. DuVernet I 
suppose. I have never‘seen any pa- 
pers regarding it. 

‘““y.— You have not any written do- 
cument regarding it? A.—No. 

“Q.—But your understanding with 
Mr. DuVernet is that you are with 
him in the purchase to the extent 
of $250,000? A.—Yes.’’ 

Your statement this morning is 
that there was a written option you 
believe? A.—That was _ perfectly 
right up to the time when he intim- 
ated to me that he did not want to 
take up the option. 

Q.—When was that intimated to 
youP A.—My recollection is I got 
a letter in England, and I think it 
was some time in August. 

Q.—Have you that letter? A.—I 
think I might find the letter. I did 
not get any word till last night, and 
I am sure the letter is here or in Eng- 
land. 

Q.—You will get it for us? A. 
—I will try and get it Mr. Shepley. 
In that letter he says he was pre- 
pared to forfeit the $2,500. Those 
are the words he makes use of. 

Q.—Then further on in his examina- 
tion Mr. Wilson is asked— 

“(Q.—May I inquire whether you put 
up any share of the money that has 
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been paid on this purchase? A.—No, 
I have not.”’ 

A.—That is absolutely correct. Mr. 
Wilson had nothing whatever to do. 
with it. 


().—The examination proceeds : — 

‘‘().—That has been financed by the 
Crown Bank?’ A.—I1 do not know the 
first thing about how that was fi- 
nanced. 

‘“(¥.—What else did you get out of 
that transaction? A.—When that mat- 
ter was put before Mr. DuVernet 
with the idea of having his English 
friends interested in it Mr. DuVernet 
said that he would not consider that 
unless I would take the management,. 
that he would not have time himself, 
he was too busy a man to look after 
the management of the company, and 
that he would like to be able to tell his. 
Iinglish friends that I was taking the 
management of it. I told him that. 
was impossible, and he suggested that 
if I wouud take the management that. 
they would give me $10,000 a year 
even though I did not devote the whole 
of my time. I said I could not do 
that without leaving Chatham, and I 
was unwilling to leave Chatham as a 
home. Then that was in our first dis- 
cussion, and I think we separated, 
and he said for me to think it over. 
Afterwards he asked me if I would be 
willing to become either President or 
Vice-President of it and receive such 
a remuneration as would be fair for 
me to give up such time as would 
enable me to keep a general super- 
vision over a Manager that might be 
selected, and I did not at first agree 
to that, but finally I told him that 
on the proposition which he made then 
of giving me $5,000 a year I would 
do that, and in the end he said that 
he would supplement that with $2,- 
500 out of his own pocket, and that 
proposition, that is the becoming 
President or Vice-President and _ re- 
ceiving remuneration at the rate of 
$5,000 a year—I then spoke to Mr. 
Stevenson about it.’’ 


What do you say to that statement? 
A.—I think I have given you the 
facts. There was a great deal of loose 
talk, no doubt, especially when Wil- 
son came in first, and I think I have 
stated the facts. 

Q.—About that $2,500 a year out 
of your own pocket? A.—Oh, abso- 
lutely that is a mistake—absolutely a 
mistake. What Mr. Wilson means, I 
presume is that that $2,500 is what 
he was entitled to, and what he got. 
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Q.—That is the $2,500 he was sti- 
pulating for as part of a larger sum 
of $5,000? A.—Yes, and I may say 
that having regard to what had taken 
place, and Mr. Wilson’s not being 
able to take it up, I intimated to him 
that if he could give me a release in 
regard to the other we would be only 
too glad to hand over the other $2,500 
to him. 

Q.—Is that in writing? 
that is not in writing. 

Q.—That is in conversation between 
you recently? A.—yYes. Well, since 
he came back I discussed the matter 
with Mr. O’Grady. 

Q.—That is since he came back this 
last— A.—Well since September the 
question what should be done with 
that $2,500 was discussed, whether it 
should go to the benefit of those in- 
terested or go back to Wilson. 

Q.—Since he came back from the 
trip to the West? A.—No, since I 
came back and found he was not go- 
ing to take it. 

Q.—And the date you got back was 
when? A.—I got back 10th Septem- 
ber or about then. 

Q.—May I ask you whether or not 
the $2,500 was left with you when the 
$5,000 cash was paid? A.—What hap- 
pened was this; I drew my own cheque 
for $5,000 on the Crown Bank. I 
have sent for it. 

MR. RAYMOND: Mr. O’Grady left 
town this morning and will not re- 
turn till Monday morning, and his 
clerks have not access to his papers. 

WITNHSS: I drew a cheque of my 
own for $5,000. 

MR. SHEPLEY: Q.—Is that here? 
A.—I have sent for it. It was a 
cheque on my own account for $5,- 
000 payable to Mr. Wilson when the 
matter was being closed with Wilson. 
He then demanded this option which 
I declined to give him, and the re- 
sult was that he agreed to pay $2,- 
500 or deposit it, the way he expres- 
sed it was that he was to forfeit it, 
which I think were the words, so that 
he asked me to give him a cheque for 
$2,500. I gave him my own firm 
cheque. Our bank was in the build- 
ing. I produce that. That is the 
cheque, and the other cheque he en- 
dorsed back to me. 

Q.—I do not know that I quite un- 
derstand that. He endorsed over 
your own cheque to you? A.—I had 
the cheque for $5,000. 

Q.—Payable to him? A.—Payable 
to Wilson. 

Q.—That he endorsed over and you 
got? A.—Yes. 
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Q.—And you gave him back your 
firm cheque for $2,500? A.—Yes. 


Q.—Which is here? A.—Yes. 


Q.—And with your permission we 
wil] have this marked please? A.— 
Certainly. 

Q.—The result being he left $2,500 
to you which was to be forfeited if 
he did not take up the option? A.— 
And that Mr. O’Grady who had the 
other interest was informed of, and 
although it was on my shares, I told 
him if he forfeited one-third would 
go to them, one-third was coming out 
of my pocket in any case. 


Q.—I will read you Mr. Wilson’s 
account of the $5,000 cheque. 


Q.—He was asked: 

““Q.—You did not get $5,000 in 
cash from Mr. O’Grady? A.—No. 

“Q.—Nor through the Crown 
Bank? A.—No. There was a $5,000 
cheque which was given to me to en- 
dorse, but the particulars of that I 
know nothing of. I endorsed it. 

“‘Q.—Tell me all you do know about 
it?’ A.—I do not know the first thing 
about it beyond the fact that, it was 
in some way part of the transaction 
whereby Mr. DuVernet was getting 
Mr. O’Grady, Mr. Gurney and Mr. 
Magee interested.’’ 

A.—Mr. Wilson was not taken into 
my confidence in any way. 

Q.—About the $5,000 cheque? A. 
—It was to be his payment. He was 
selling his option, as I have explained 
to Mr. Shepley, as I assume he had 
a perfect right to do, for $5,000. He 
was ‘the man sent to me. He was 
the man who assigned his option to 
me. His consideration was $5,000. 

Q.—Plus the $20,000 of stock? A. 
—Yes. 

Q.—And that cheque was intended 
for payment of that $5,000? A.— 
Certainly. 

Q.—Was Mr. Wilson fully aware of 
that? A.—There was no mystery 
about it. 

Q.—You were doing it as a business 
transaction? A.—Absolutely. 

Q. Between yourself and Wilson? 
A.—Yes. 

Q.—Paying him money that was 
coming to him under the arrange- 
ment? A.—It was an agreement 
which everybody knew about. 

Q.—Then Mr. Wilson is asked :— 

“‘Q.—Whose cheque was it? A.— 
I do not recollect, but I have no doubt 
it was the cheque that you speak of. 

*‘Q.—Whose cheque? A.—That I 
cannot recollect.’ 
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A.—Well he may not have remem- 
bered that; he might have thought it 
was a draft or a cheque from some- 
body else that I was giving him, but 
it was my own cheque. 

Q.—Then Mr. Wilson is asked :— 


“‘Q.—Was it payable to your order? 
A.—I believe it was. 


‘“‘Q.—Payable to your order? A.— 
I believe it was. 


“‘Q.— Who asked you to endorse it? 
A.—Mr. DuVernet. 


“‘Q.—You endorsed it and left it 
with him did you? A.—Yes. 

““Q.—Did he tell you what he was 
going to do with it? A.—No, he did 
not. 

“Q.—Did you inquire? A.—No. 

“Q.—Why not? A.—Because it 
Was none of my business.”’ 


Q.—You see the way he puts it A. 
—He may have thought it was none 
of his business. He made a definite 
arrangement by which he was  get- 
ting this. option of $250,000, for 
which he was putting up half of that 
cheque. If he had not done that he 
would have got the whole. It did 
not make any difference to me which 
way it was put. 

Q.—Then I asked him about this: 

“Q.—Is that all you got? A.— 
Yes, that is all I got. 

“Q.—Have you got a promise of 
any stock in the Union Trust Com- 
pany? A.—No sir. 

“‘Q).— $20,000 worth of stock? A.— 
Oh well now that is a separate matter 
altogether. 

“‘().— Well now I do not want you 

to forget about it? A.—I will not for- 
get about it, but that has no _ rela- 
tion to the other except in this way; 
Mr. DuVernet and I discussed the 
question of whether we should sell our 
$500,000 of stock or not, and I was in 
favor of selling, letting the English 
people take it. Mr. DuVernet was in 
favor rather of holding it, and I 
told him that if he could sell that 
that I would be willing to take as my 
profit on the $250,000—I do not think 
it was $20,000; I think it was $25,- 
000. Probably now that is the story 
that you heard.’’ 
A.—I absolutely refused to have any 
truck with commissions or selling of 
profits, or anything else. I was go- 
ing into this thing for permanent 
stock, which I intended to hand over 
to my friends at the actual figures I 
was paying for the stock, relying on 
the increase in value of my _invest- 
ment for my reward. 
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Q.—Was there such a conversation 
between you as he indicates; that is 
that he would permit you to take 
this stock to hand over to your people 
in England if you would pay him in 
addition to the 110 a profit of $25,- 
000? A.—Mr. Wilson suggested that 
I could sell this stock to my English 
friends at a very large profit, which 
I undoubtedly could, and I absolute- 
ly declined to consider the proposi- 
tion or discuss it. I was not at all 
sure as to—I was investigating the 
matter, seeing what the assets of the 
company were, andI was not going to 
take Mr. Wilson’s statement or any- 
body’s else’s statement as to the posi- 
tion of the company so as to make 
any representation to my friends. 


Q.—There is just one thing—and 
I am sure you will desire to have 
an opportunity of saying something 
about that—does it seem to you at 
all singular that with this desirable 
investment in your hands, originally 
taken for your English friends— A. 
—I beg pardon, 


Q.—That you should part with any 
of it? A.—I have never said it was 
originally taken for my English 
friends. 


Q.—I thought that you had given 
me that ideaP A.—No. What I 
had done when it was put before me, 
I had thought it over carefully, and 
I knew there was a great deal of dis- 
satisfaction with the existing Trust 
Company, and the reason was that 
the solicitors did not as a rule have 
representation. I acted for 200 or 
300 solicitors, and it occurred to me 
if I would let some of my solicitor 
friends have stock at exactly what I 
was paying for it, and give them re- 
presentation on the Board, so that 
they could watch for themselves, we 
would have one of the strongest com- 
panies in Canada. That was what 
I had in mind. I also had English 
friends who were prepared to take 
up at any time any desirable invest- 
ment. 

Q.—What I am pointing out to you 
is this: here you had what you your- 
self considered to be a most desir- 
able investment? A.—Certainly. 


Q.—And you were I suppose feeling 
solicitous to procure desirable invest- 
ments for your friends who were seek- 
ing investments. Is that a fair way 
to put itP A.—Without beating 
around the bush, you want to know 
why I gave Mr. Wilson. that option? 
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Q.—Yes, why you put it out of your 
power to hand over all this property? 
A.—I did not want to give Mr. Wil- 
son an option at all, but Mr. Wilson 
was extremely insistent and put be- 
fore me the good he could do, and the 
position he was in, and his knowledge 
of the company, what a strength it 
would be if I brought him into it, 
and finally I made my terms so stren- 
uous that I thought the result would 
be that Mr. Wilson would have no 
option. I made the term such a short 
time—that is I only gave it for three 
months from the time of the pur- 
chase, which I thought would leave 
him a very short time, and I. made 
him undertake to become responsible 
for the indebtedness which I knew 
he objected to; he wanted to get out 
of that if he could, and I made him 
leave this as a forfeit, and I felt 
then at the time that I had made 
that offer that Mr. Wilson would 
never take that up. That was in my 
mind. I am telling you what was 
in my mind. 

Q.—That strenuous arrangement 
you think was in writing; if you had 
him tied hard and fast it was in 
writing? A.—Mr. Wilson was giving 
me this cheque for $2,500, I under- 
stood at the time—my recollection as 
I told you—that I signed a document 
which alone would give him the right 
to come in. 

Q.—You would preserve a copy of 
that would you not? A.—Well, I 
have not been able—of course I may 
be able to find one. It became of no 
value after the thing ran out. I 
ought to have a copy, and I will have 
a search made, but it became of no 
Bu omrenge after the Ist of Septem- 

er, 

Q.—Then Mr. Wilson was asked :— 

“‘Q.—Did you get a specific sum of 
$5,000 and a promise of a further 
block of stock to the extent of $20,- 
000 as a. commission or remuneration 
from the other side of the transaction 
than that in which. you were engag- 
ed? A.—No sir, I do not think there 
was any such suggestion at all.’’. 

You have told us about that.. You 
say that that was positively the ar- 
rangement, that he should have that 
as a profit on his turning. over the 
option? A.—That is my understand- 
ing. What his arrangement with his 
principals was I know nothing about. 

Q.—Then he was asked :— 

*“Q.—Do you know any connection 
between the $5,000 eheque and the 
' $20,000 which you got from Mr. Du- 
Vernet? A.—I do not. biiy 
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‘Q.—Do you suspect any? A.— 
No, it has never occurred to my mind 
except in this way: I supposed the 
$5,000 cheque had something to do 
with the way in which Mr. DuVernet 
got Mr. Gurney, Mr. O’Grady and 
Mr. Magee interested. How it was 
I do not know. He never told me. 
“Q.—He never told you? A.—No. 

“Q.—He did not tell you for in- 
stance that the $2,500 which he gave 
you out of his own pocket was half 
of this cheque? A.—No, he did not.”’ 

You have told us the transaction 
as it occurred? A.—I have told it 
as I recollect it. I may be wrong in 
my recollection but the documents 
speak for themselves. 


Q.—Then Mr. Wilson is asked the 
question :— 

“Q.—Was that your understand- 
ing P A.—No, Mr. DuVernet said 
that $2,500 was coming out of his 
own pocket.” 

A.—Well, it was my cheque, two- 
thirds of it was coming out of my 
pocket; one-third of it would be com- 
ing out of those represented by Mr. 
O’Grady. 

Q.—Then he says he has no writing 
at all, and that no letters passed be- 
tween you. What would you say as 
to that? A.—You see Mr. Wilson 
was down here. The only letter I 
have any recollection of is the one 
letter which I received in England 
from Mr. Wilson. I recollect the 
expression in it, ‘‘I am afraid I must 
forfeit my money,”’ and he explained 
the reason, that he did not want to 
undertake obligations, family reasons. 

Q.—Was there at that time a dif- 
ference in the prospective value of 


this investment, Mr. DuVernet? A. 


—Well, I think I had increased the 
value of the investment enormously. 
I had opened up at my own expense 
an office in London. I had connect- 
ed myself with some of the very 
strongest people in London. I had 
arranged to bring from 100,000,000 
to 300.000,000 francs of French money 
into this company, and I had streng- 
thened the position of the Trust Com- 
pany enormously, but Mr. Wilson did 
not know that. 

Q.—Mr. Wilson did not. know that? 
A.—No, certainly not. 

Q.—You had not mentioned’ that 
to him? A.—No, nor had I com- 
pleted the transaction at that time. 

Q.—But with matters as they were 
when you financed the large trans- 
action, there ought to have been no 
difficulty in financing. the smaller 
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transaction of $250,000? A.—There 
es no financing about it Mr. Shep- 
ey. 

Q.—You misapprehend me. You 
had no difficulty in making the finan- 
cial arrangements—I am not ques- 
tioning the propriety of them at all 
—no difficulty in making financial] ar- 
rangements to take up the’ million 
and a half? A.—None whatever. 


Q.—I am asking whether there 
ought to have been any difficulty 
whatever in Mr. Wilson making fin- 
ancla]l arrangements in regard to so 
comparatively small a quantity as 
$250,000? A.—He gaid in case of his 
death there would be this large re- 
sponsibility on his family. That is, 
he would be responsible for the 
amount of his share. 


_ Q.—But that circumstance existed 
just as much at the time he insisted 
on the option as at the time he was 
doubtful about taking it up? A.— 
Then there was another element. They 
worried him on the Great West Land, 
and Stevenson had worried him to pay 
up there. In fact he was generally 
being embarrassed. 

Q.—Then he says that you offered 
to pay for that stock for your friends 
in England and he says, ‘“‘And I un- 
derstand it was not because he was 
straitened.’? Perhaps I should read 
you a little earlier. I asked him: 

“You secured from Mr. DuVernet 
the right to half the $500,000 of stock 
without a scratch in writing it is 
true, but still you are entitled to it? 
A.—I cannot say that I secured it 
to him. 

“Q.—From him—from him I said? 
A.—Because that is the original un- 
derstanding. 

“Q.—From him I said? A.—How 
would I secure it from him any more 
than he from me? 

“‘Q.—Was he ready to pay that 
$500,000 of stock? A.—No sir. That 
is as I understand it. Of course he 
can pay for it. 

‘‘(.—He cannot finance the whole 
$500,000 but only half of it? A.— 
Oh dear no, don’t misunderstand me. 
Mr. DuVernet I think offered to pay 
for that stock long ago for his friends 
in England, and I understand it was 
not because he was straitened.’’ 

That of course is all out of line with 
the transaction as you have stated jt 
to us? A.—This transaction is spread 
upon these documents, private docu- 
ments it is true, and there can be no 
mistake about it. Before I went in- 
to it I had arranged for the payment 
of the $500,000. I was not called up- 
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on to pay anything more for five years 
under my agreement, so there becomes 
no question of embarrassment or diffi- 
culty whatsoever. Unless I had made 
arrangement to put up the first pay- 
ment I certainly would not have taken 
up the option, and having done that 
there was nothing more to pay for five 
years. 


Q.—Have you notified Mr. Wilson 
that his option is at an endP A.— 
Mr. Wilson only had three months. 
If that option was not taken up at 
that time it expired. That is the rea- 
son why I think it was in writing. 
My recollection is that it would be ab- 
solutely useless after that period. Be- 
fore the time had elapsed Mr. Wilson 
notified me in writing as I recollect, 
and I will have a search made for 
that letter. I left a lot of my papers 
in the London office. 

Q.—Your statement before was that 
he said he was afraid he would have 
to forfeit— A.—He began that way, 
unless I had sold the stock in Fng- 
land, that is the way he said it, and 
he said he could not undertake the 
liability, and he referred to the North- 
West difficulty in which he had to put 
up a considerable sum of money 


Q.—Had you sold the stock in Eng- 


land ? A.—I had sold a_ certain 


amount to those whom J thought 
would benefit the company. i 

Q.—You do not make any distinc- 
tion between this particular block of 
$250,000 and the rest of it? A.—Ab- 
solutely no distinction. ; 

Q.—We can perhaps get at it bet- 
ter if you can tell us how much has 
been placed in England? A.—I have 
offers for very much more. I have 
declined to sell stock there. As a 
matter of fact Mr. Chitty has taken 
a block of it, and wants to take up 
a very much larger block at exactly 
the figure which I paid, and I have 
others who are willing to take up 
$100,000 of it—probably about $150,- 
000, to cover the amount, people who 
are— 

Q.—People who are satisfactory? A. 
—Or who are wanting to take it. I! 
have refused at present— 

Q.—Can you say that $150,000 
would cover it? A.—Yes. 

Q.—So that you would be able to 
handle what you have in England 
without resorting to this $250,000 
that was under option? A.—Oh, ab- 
solutely. That does not interest me 
in the slightest. 

Q.—Then I think Mr. DuVernet I 
will not trouble you any further at 
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present, unless it becomes necessary 
to ask you something, and I will of 
course consult your convenience. You 
will be good enough to hunt up all 
the papers? A.—Yes. 

Q.—What have you here? A.—I 
have the agreement. I think you have 
a copy of that. 

Q.—I think we have that? A.—I 
sent down for this cheque. I think 
that is all. I have not had time to 
find anything. 

Q.—I thought I ought to have let 
you come at once? A.—Of course you 
see I take the position, although I 
have told you the transactions very 
fully, I take the position that this is 
outside the scope of this inquiry, go- 
ing into my private business. Yon 
have as much right to do that as I] 
have to go into your fee book. I re- 
sent it extremely, but I have out of 
courtesy to the Commission endeav- 
oured to give you all the facts, re- 
cognizing that you have a right to 
go into Mr. Wilson’s transactions, but 
as far as what took place between my 
friends and myself in regard to my 
private stock and financial arrange- 
ments, it would be a perfect outrage 
that that sort of thing should be 
brought into the insurance inquiry, 
which has absolutely nothing to do 
with it. 

Q.—You see it is difficult to follow 
Mr. Wilson without knowing what 
the transaction is? A.—I have waiv- 
ed my rights, but I do not want mv 
friends to think that this is permitted 
without protest. 

Q.—From the beginning you have 
made it very clear what your atti- 
tude is and we are under no misappre- 
aye with regard to that? A.— 


0. 

MR. SHEPLEY: I have a summons 
returnable this morning in the mat- 
ter of Mr. Fowler. Is Mr. Fowler 
present ? 

MR. FOWLER: Yes. 

MR. SHEPLEY: You have been 
served with a summons and you are 
of course perfectly entitled to appear 
by counsel to show cause to it, or to 
show cause to it yourself? 

MR. FOWLER: TI have no counsel 
with me. I can show cause myself. 

MR. SHEPLEY: The summons was 
issued by the Commission yesterday, 
and was served on Mr. Fowler on his 
arrival in town, and it recites the 
writ of subpoena issued on the 5th 
September and served on the 10th 
September upon Mr. Fowler, to ap- 
pear on the day that is named, Tues- 
day the llth, and so on from day to 
day unti} his evidence shall be taken, 
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and to bring certain books, papers 
and documents, more particularly set 
forth in the subpoena, with him. Then 
it recites that he has- failed to obey 
the subpoena and failed to attend, 
and so on, and then he is ased to 
show cause why a writ of attachment 
should not issue against him for his 
contempt aforesaid, or why he should 
not be punished by fine or imprison- 
ment. I move the summons absolute. 
It is within the knowledge of your 
Honors of course, and within the 
knowledge of those who have been at- 
tending the inquiry that the greatest 
possible difficulties have been placed 
in our way by the absence of Mr. 
Fowler. Mr. Fowler did not see fit 
to subordinate his private affairs to 
the public necessities and interests of 
the Commission. I move therefore, 
without making any speech about it, 
that the Commission do issue a writ 
of attachment and impose such pun- 
ishment upon Mr. Fowler as the Com- 
mission may see proper in respect of 
his contempt of the Commission. 
MR. FOWLER: Mav it please 
your Honors: I was served with a sub- 
poena in this matter as Mr. Shepley 
has stated. I was tendered at the 
same time the magnificent sum of $2 
and I was asked to appear here on a 
certain Tuesday. At the time I was 
on my way West with my wife and 
daughter. I had come up from New 
Brunswick with no definite knowledge 
whatever that I would be required for 
any investigation. I did not uncder- 
stand that the scope of the investiga- 
tion was to be so wide as it after- 
wards turned out to be; consequent- 
ly I had no thought in my mind that 
I would be served. I was here for 
three or four days. I had no thought 
that I would be required as a witness, 
because I did not understand the in- 
vestigation was going to take so wide 
a range as it subsequently took. I 
was here for three or four days in the 
City of Toronto. I was in all public 
places. I had no desire to evade the 
service of a subpoena, or to evade giv- 
ing evidence in any way. I had how- 
ever my business in the West. I came 
up the morning that I was asked to 
appear before the Commission. I 
found the Commission was engaged 
with the Home Life Company that 
morning. It seemed as though it 
would take considerable time yet for 
the company to be disposed of. There 
were then the principal officers at 
least of the Union Trust Company to 
be examined, and judging from the 
past I thought this would take a very 
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considerable time and therefore, as 
your Honors knew, the meeting of 
Parliament was coming on early in 
November, and if I remained here 
two or three weeks waiting my turn 
to give evidence, and then had to go 
away West afterwards it would throw 
me late for the meeting of Parlia- 
ment. So I wrote the note I did to 
your Honors saying that private busi- 
ness had called me away, that I would 
return just as quickly as I could. I 
was delayed in the West longer than 
I otherwise would have been on ac- 
count of the absence of a gentleman 
I wished to see, but I sacrificed my 
private business to a large extent in 
order to get-here as quickly as pos- 
sible, when I saw the witnesses had 
been examined and. that you were 
pretty well through with the investi- 
gation. _I did not wish to delay the 
Commission in getting through this 
investigation. The fact that I came 
here this morning at half-past ten and 
I find the Commission still engaged in 
this case would seem to show it has 
not suffered very much delay on ac- 
count of my: absence. It may be Mr. 
Shepley in his conduct of the prosecu- 
tion, or of. the investigation rather, 
wished to put me on at an earlier 
stage, but still that can be the only 
reason why he wanted my presence 
here at an earlier time than to-day be- 
cause I see the Commission is still sit- 
ting, and that can be the only reason 
so I do not think there has been a 
waste of time on that account. It 
seems matters have been gone into 
pretty thoroughly and _ particularly, 
and I am here to-day, I came here to 
give evidence, and it did seem to me 
to be rather a peculiar proceeding 
that when Mr. Shepley knew I was on 
the way—I kept him advised by tele- 
gram of my moyements when I was 
ready to start east—I telegraphed 
him from Revelstoke, and I telegraph- 
ed him from Winnipeg, but when I 
arrived at North Bay I was asked by 
a gentleman if I knew if Mr. Fowler 
was on the train. I said I have the 
honor of bearing that distinguished, 
somewhat famous name at the time, 
and he showed me a telegram he had 
received from Mr. Shepley saying for 
me to come through at once. That 
was yesterday afternoon. They have 
not perfected the system of balloons 
so that it would be possible for one 
to come by balloon. The train was 
eight hours late and I got here at 
half-past ten and I got.to my hotel, 
and I was served with a subpoena by 
Mr. Ross to show cause why I should 
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not be locked up for a year and:a day. 
I can assure you I have no desire to ’ 
show any contempt or disregard for 
this Court in any way, shape or form, 
and I regret the circumstances were 
such that I could not be here without 
very great sacrifice to my privatg busi- 
ness, and I do not think your Honors 
would ask me to make that sacrifice 
before the Commission has finished its 
labors with respect to the Foresters. 


MR. SHEPLEY: The gentleman. 
has made it plain, if it was not plain 
before, that he has subordinated his 
public duty to this Commission to his 
private affairs. He has stated plainly 
that he left here on his private affairs. 
He says he has been detained longer 
than he expected, and he justifies his 
conduct by suggesting that inasmuch 
as he is here now before the enquiry 
is finished that no contempt has taken 
place. He is perhaps not aware—I 
am willing to concede that perhaps he 
may not have been aware—that if he 
had been here in obedience to his sub- 
poena he would have been called at a 
stage at which his evidence would have 
so facilitated this Commission with 
that class of inquiry we are now en- 
gaged upon, it would have been fin- 
ished long, long ago. The delay which 
has taken place by reason of our not 
having been able to get his testimony 
is hardly possible to estimate. I do 
stbmit to your Honors that if the 
affairs of a witness who is subpoenaed 
can be made to override the public 
convenience as Mr. Fowler has made 
his affairs override the convenience of 
this. tribunal, then we had better 
abolish inquiries by Commission. ; 


JUDGE MacTAVISH: We _have 
Mr. Fowler’s explanation, and, what 
is better still, we have himself here, 
ready I understand to be examined, 
and to assist the» Commission all he 
can in the inquiry that we are hold- 
ing. Under these circumstances I 
would not be disposed to make any 
Order at the present time on the mo- 
tion. As Mr. Shepley says there has 
been some inconvenience— 


MR. FOWLER: Which I .-regret 
your Honor. 


' JUDGE MacTAVISH: We have 
tried our best to meet the convenience 
of persons called before us as witnesses 
and counsel, but I think in your case 
the embarrassment to the Commission 
has been greater than in any other 
case before us on account of the long 
delay. 
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MR. SHEPLEY: Your Honors do 


not see fit to make any Order. at the 


present time? 


JUDGE MacTAVISH: No. : 

MR. SHEPLEY: May we have an 
understanding with Mr. Fowler that 
he will facilitate the Commission in 
every way, no matter where we hap- 
pen to be sitting, because I fear it 
may not be possible to finish with 
Mr. Fowler to-day and your Honors 
cease sitting in Toronto to-day? 

JUDGE MacTAVISH: I think we 
can fairly ask Mr. Fowler to do that. 

MR. FOWLER: Certainly I will. 
I would rather you would not take 
me out to Winnipeg. 

JUDGE MacTAVISH: No, we will 
be here, and east of here, and I sup- 
pose that will suit you better. 


MR. FOWLER: Yes, east of here 


will suit me better than coming here. 


CHARLES MAGEE, sworn. Ex- 
amined by 

MR. SHEPLEY: °Q.—You are. at 
present an officer of the Union Trust 
Company? <A.—Yes. 

Q.—Your position there’ being 
what? A.—President. 

Q.—President of the Union Trust 
Company? <A.—Yes. 

Q.—And yjou are connected. also 
bier the Crown Bank I thinkP A.— 

es. 

Q.—What is your position there? 
A.—Vice-President. 

Q.—And the President is Mr. —? 
A.—Gurney. 

Q.—And the General Manager Mr. 
O’Grady? A.—Yes. 

Q.—yYou were not:. a~ shareholder 
in the Union Trust Company,: and 
not connected with it in any way 
prior to your recent ‘purchase © of 
stock? A.—No. ° 

Q.—Who first’ approached you: up- 
on the subject?  A.—Mr. O’Grady 
was the first one that spoke to me. © 

Q.—Mr. O’Grady spoke to you first 
about itP A.—Yes. 

Q.—Who had spoken to him? A.— 
Mr. DuVernet. : . 

Q.—And what was the proposition 
that was laid before you when you 
first heard of it? A.—Merely to 
know if I would take a Presidency 
and become a working President, giv- 
ing them three or four days a week. 
ra That: was all?. -‘A.—That was 
all. 

Q.—Nothing at that time about 
purchasing : stock? .A.—No.. 

Q.—Except. in so far as you would 
necessarily buy ‘stock in order to be- 
come President? A.—Yes. 
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Q.—That was all you heard on that 
occasion? A.—That was all. 


Q.—When was it next taken up?, 
A.—In Toronto. I came up. and saw 
Mr. DuVernet. 


Q.—You made an appointment with 
him and came to see him? A.—Yes, 
and I agreed to accept the position 
temporarily. 

Q.—And. was there anything then 
about. buying the stock? A.—No. 
They agreed to qualify me for Presi- 
dent, and give me an opportunity 
of looking into the transaction. 


Q.—Were they proposing that there 
should be a large purchase of stock? 
What did you hear about the change 
in the ownership of the majority of 
the stock? A.—I saw the draft agree- 
ment. The arrangement had been 
made. The agreement was there. 
~Q.—You saw the draft agreement? 
A.—Yes. 

Q.—What was there by way of in- 
dicating for whom Mr. DuVernet was 
buying because he is the only person 
that is mentioned in: the agreement? 
A.—Well, it mentions that he had 
some English friends that were going 
into it, and he had made arrange- 
ments with others in Toronto to take 
it u 

Quid what were: you to do? A. 
—He asked me if I would become 
President and give attendance for at 
least three or four days a week. 

Q.—And what else? A.—Nothing 
else. 

Q.—Well, about financing the trans- 
action? A.—He did not ask me any- 
thing about that. 

_Q.—That. came later, or had that 
been arranged? A.—No, it had been 
arranged before. 

Q.—Were you aware of the arrange- 
ment that had been made when you 
were. talking with Mr. DuVernet? 
A.—No, not entirely. 

Q.—Who knew about that? © Mr. 
O’Grady?. A.—Mr. O’Grady I think 
knew of it. Mr. O’Grady and Mr. 
DuVernet. 

Q.—Apparently you do not’ seem 
to have -been actively concerned in 
arranging the terms? '‘A.—No, /I 
had nothing to do with it. 

Q.—Where. is Mr. O’Grady just. at 
present? A.—I do not know. I 
think he is out visiting some of the 
branches. | 

Q.—Is he expected to return very 
shortly ?’ A.=—I think so. 3 

Q:—Is it possible to get the papers 
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in connection with the matter in his 
absence? A.—No. 

Q.—They are locked up are they? 
A.—Oh yes. I have no idea where 
they are. 


Q.—Even you as_ Vice-President 
cannot get at the papers in his ab- 
sence? A.—No. 


Q.—Had you any knowledge of the 
dealing with Mr. Wilson? A.—None 
whatever. 


Q.—You do not know what the ar- 
rangement with Mr. Wilson was? A. 
—No. Hig evidence as I read it in 
the paper was news to me. 


Q.—You were not concerned in the 
negotiations that took place with 
him? A.—No. 

Q.—Mr. DuVernet would know 
about that, and possibly Mr. O’Grady? 
A.—I do not know if Mr. O’Grady 
knew or not. 

Q.—You do not seem to be able 
to give us much assistance? A.—TI 
am very sorry. 

Q.—Are we to understand that: we 
will be facilitated as soon as Mr. 
O’Grady returns in getting at the 
papers? A.—I have no doubt of 
that. 

Q.—I think I will not trouble you 
any further at the present time, Mr. 
Magee. 


DR. ORONHYATEKHA, recalled. 
Examined by 

MR. SHEPLEY: Q.—There are 
two or three points that I want to 
ask you about, having regard to the 
evidence which has been taken since 
you have been examined. You re- 
member in connection with the Great 
West Land Company that 100 shares 
of stock of that company appear 
to be vested in you? A.—Yes. 

Q.—What I want you to tell us is 
this, with such details as your memory 
will enable you, just how that came 
to be? A.—Well, let me say in the 
first place that the statement made 
by Mr. Foster that I went to a 
meeting of the Directors «and asked 
that 100 shares be given me, is wholly 
erroneous. I never did anything of 
the kind. How I came to have first 
knowledge that I had any shares was 
one of the company came to me and 
asked me to attend a meeting of the 
Great West Land Company. I said 
to him ‘I cannot attend because I 
am not a member.’”’ He replied, ‘‘Oh 
you have been made a shareholder 
of the company.’’ 

Q.—Who was that? A,—Mr. Mc- 
Gillivray, and I said to him, ‘Well, 
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I am glad of that. That is more 
money for my home.’’ 

Q.—Meaning the— A.—The For- 
esters’ Home. I did not go to the 
meeting. I was too busy, and I do 
not think I ever attended a meeting 
of the company until the final instruc- 
tions to have me taken out and have 
my shares turned back to the Union 
Trust Company. As a matter of fact 
I did not know what shares, how many 
shares were in my name until this in- 
quiry began. 

Q.—Then I think it is the fact that 
you do not appear to have been pre- 
sent at the meeting of the 23rd June, 
1903, when the agreement apportion- 
ing or distributing the stock was ap- 
proved?, A.—I do not think I was. 
T have no recollection of attending 
any such meeting. I am quite sure 
I was not. 

Q.—Did you ever have possession of 
a certificate in respect of that stock? 
A.—No. 

Q.—You never had? A.—No. 

Q.—Ever see one? A.—No. Never 
had any official information or any 
other information with regard to the 
stock except as I told you when Mr. 
McGillivray told me I had been made 
a shareholder. 

Q.—And I think we observed when 
the agreement was before us earlier, 
we observed your signature was not 
on the agreement of the 22nd June by 
which that stock is set out? A.—No., 
T never signed it. I do not think it 
was ever brought to me to sign, I 
think not. 

Q.—Then there are some other mat- 
ters that have been develoned in Mr. 
Foster’s testimony that I want to ask 
you about. There seems to have been 
two pavments made to you. a pay- 
ment of $1.250 and a pavment of 
#2000 in resnect of certain North- 
West Land transactions? A.—Yes. 

Q.—What do you know abont these? 
A.—Dr. Montague paid into my pri- 
vate secretary $2,000. I think it was 
in the latter part of December, some- 
time in December of— 

Q.—1903? A.—1903. I was not in- 
formed of the payment until I return- 
ed from abroad sometime in April or 
May of the following year. 

Q.—And who informed you of it 
then? A.—My private secretary and 
Dr. Montague. 

Q.—What were you told about it? 
A.—Simply that a payment was made 
to me as my share of some profits, I 
understood in the Montague syndi- 
cate, and I gave instructions right 
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away to hold the money for the home, 
as well as the other sum which I think 
was paid in by Mr. Foster. 

Q.—Were both sums paid in during 
your absence? A.—Oh yes. In fact 
I did not learn of the payment until 
very much later on. Last year before 
going away to India it was thought 
not advisable to draw any more money 
from the funds of the Order for the 
Home, and I left instructions if it 
was necessary to pay the construction 
expenses out of my private funds ra- 
ther than to stint them, and I point- 


ed out these two sums of money being ~ 


available for that purpose. 


Q.—Were they then in your ac- 
count? A.—yYes. 


Q.—The moneys were then in your 
account? A.—Yes. 

Q.—You had not withdrawn them 
from your account? A.—No, my in- 
tention was to hold these payments 
until the final closing up of the Home, 
when it was finished. When I return- 
ed I found that my representative 
who had authority to check out from 
my private funds had paid out over 
$8,000 on account of those expenses, 
and it is standing for final settle- 
ment. 

Q.—That is the whole account of 
the construction of the Home? A.— 
My idea was not to include that in the 
account of the Home, but just to 
simply pay off so much of the indebt- 
edness, and it would then appear that 
the Home cost so much less. 


Q.—Your intention was to utilize 
these sums with other private funds 
of yours in keeping down the appar- 
ent expense of the Home? A.—Yes. 

Q.—And you say they were used for 
that purpose? A.—Oh yes. 

Q.—Is there any doubt about that 
at allP A.—Not the slightest. 


Q.—You have not told me what you 
heard with respect to the $1,250 when 
you were told about it? A.—Simply 
that it was a payment from the Union 
Trust Company. 

Q.—In respect of what? A.—I do 
not know. I never inquired. I never 
spoke to Mr. Foster about it, and my 
secretary of course takes all moneys 
paid in to her without inquiring. She 
generally when I get home tells me 
of any such payments. 

Q.—Do you say you had no further 
information than you have given us 
now with respect to what these two 
payments were about? A.—Absolute- 
ly nothing. 

Q.—You did not know? A.—Except 
that they were payments outside of 
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my ordinary income and_ should go 
into the Home. 

Q.—Did you know or had you any 
idea that either of these payments 
was in respect of Commission? A.— 
Oh no. I was assured by Dr. Mon- 
tague that it was my share of the pro- 
fit in the Montague Land deal. 


Q.—Then the cheque to you I think 
apparently has your name upon it— 
one of the cheques? A.—Well it had 
not. 

Q.—You did not write it? A.—If 
my name is on it it is signed by some- 
body else. 

(J.—This is the cheque for the $2,000 
given by the Union Trust Company, 
payable to you, and that is how it was 
endorsed. Whose endorsation is that? 
A.—I think that is Miss Bailey’s. 
She got the money. 

Q.—She would have a right to put 
your name to the back of it to de- 
posit itP A.—Oh yes. This too may 
seem a little bit strange to the Com- 
mission, but as a matter of fact I do 
not give much attention to my pri- 
vate affairs. I do not think I have 
seen my bank account for the last 
four or five years. I do not suppose 
I have signed a dozen cheques in that 
time myself checking out my own 
money. Miss Bailey manages for me 
very much better than I could do it 
myself. 

Q.—Then did you receive any other 
moneys from the Montague syndicate, 
or ostensibly from the Montague syn- 
dicate? A.—No. 

Q.—Did you understand when the 
affairs of the Montague syndicate were 
transmuted into a mortgage indebted- 
ness, that the Montague syndicate 
were retaining any profit that had 
been madeP A.—No. 

Q.—That they were getting out of 
the transaction with a private pro- 
fit? A.—No. 

Q.—You did not understand that? 
A.—No. I believed they were get- 
ting out, giving the whole thing over 
to the Foresters. 

Q.—And making no profit them- 
selves? A.—No, not a cent. 

Q.—Is that the arrangement you 
were insisting upon? A.—Certainly, 
and was the arrangement which was 
agreed to by us all, I understood, in- 
cluding Mr. Foster. 

Q.—Then there is a matter that we 
were not quite ripe for when you were 
here before, and it will be very brief 
I think. I want you to tell me about 
that colonization scheme? A.—That 
was conceived— 
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Q.—What was that in connection 
with? A.—With the Order. 

Q.—In conection with what pro- 
perty? A.—Any property we at that 
time held was intended. to be turned 
into this colonization gcheme. 

Q.—That was in the North-West? 
A.—Yes. Every bit of land that the 
Ou could control was put into 

is. 


Q.—Briefly outline the scheme it- 


self? A.—It was to put settlers upon. 


our lands at practically cost price, 
just covering the expenses, putting 
them upon alternate sections, and if 
necessary helping them for a year or 
two at the start, adding the expendi- 
ture on to the cost of the land, and 
I believe it was the best scheme that 
the Order ever undertook. 

Q.—Better than the Home? A.— 
Better than the Home because it 
would have added to the novulation 
of Canada. It would have made 
homes for good young men. It would 
have formed a colony of Foresters 
also. 

Q.—I thought you were coming to 
that. It was sowing the seed for a 
group of Foresters? A.—Yes, my 
idea was that every man who was 
eligible who went up there should 
be a Forester, and there was no ques- 


tion in my mind that selling the pro-. 


perty in that way in alternate sec- 
tions that the Order would eventually 
make an enormous profit, and when 
I came home from India and found 
all this had been reversed by the Ex- 
ecutive my heart was nearly broken. 
The best advertisement the Order 
ever had was that scheme. It brought 
money into the treasury and strong 
stalwart men into our country. 


Q.—I have some papers here which 
were collected for me, and the first 
purports to be an agreement between 
the Supreme Court and Mr. Thomas 
Bayles Coombs, Commissioner of the 
Salvation Army. Is,that -in’ connec- 
tion with this? -A.—That is the only 
piece of our land, as I understand 
it, that was actually used for colon- 
ization purposes. 

Q.—That was actually brought 
under the scheme you have spoken 
of? A.—Yes, and the fact that it 
was taken up so readily gave some 
evidence that my idea of the scheme 
was correct, that it would become 
very popular and could be easily 
managed. 

Q.—We will just look at this..The 
Supreme Court is to be’ known as 
the party of the first part iand the 
Commissioner of the Army.as the 
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party of the second part. The party. 
of the first part agrees to pay a 
commission of 10 per cent. on all 
sales of lands made to persons sent. 
by officers of the Army to the officers 
appointed by the Supreme Court to 
superintend their colonization work, 
such officers are to be authorized 
and appointed in writing, and in the 
first place you are making it an in- 
ducement to the Salvation Army - to 
promote sales of land? A.—Surely. 

Q.—By giving a commission? A.— 
Yes. 

Q.—Then the Commissioner agrees 
to use his best endeavors to induce— 
(Reads clause.) A.—That was the 
first scheme, that a man applying 
when placed up there must have some 
little money to begin with, but we 
went further than that; where we 
found eligible persons, if they were 
Foresters and had not a cent, we 
would help them and make homes for 
them. 

Q.—The third paragraph provides 
that persons must produce credentials 
in duplicate. Then you guard your- 
selves about the commission. The 
Army is to’ get half the commission 
when the first payment is made and 
the remainder when the third pay- 
ment is made? A.—yYes, so that we 
would not be out of pocket so much. 

Q.—Then there are two agreements 
between yourself and the purchaser, 
A and B. If the purchaser does not 
make his third payment, then there 
is not any further commission. The 
other half of the commission is not 
to be paid unless he supples a sub- 
stitute purchaser? A.—Certainly. 

Q.—Then there is an agreement 
that he will deliver 500 families at 
the railway station nearest the lands 
to be settled. Although said families 
may have little or no money each 
member must be honest, law-abiding, 
robust, not a socialist, anarchist or 
agitator, and the medical .examina- 
tion made by the Government officers 
is to be accepted by you? A.—Yes. 

Q.—Then you are settling the fami- 
lies: so received on 160 acres of land, 
within 15 miles of a railway station 
or elevator? A.—Yes. 

Q.—Then they are to be selected 
in each case with the concurrence of 
the Army? A.—Yes. 

Q.—Then you are to advance on 
the conditions subscribed in condi- 
tion B $500, or its equivalent value 
in implements? A.—That' refers to 
our principle of aiding.. ‘ 

Q.—And that has to be delivered 
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at the actual cost laid down on the 
settlers’ premises? A.—Yes. 


Q.—Then if a single man is con- 
sidered desirable he is to be consider- 
ed on the same basis as a family? A. 
—Yes. 


Q.—Then a provision for not less 
than 10 or more than 25 families be- 
ing delivered at any time and to be 
20 days apart, and not more than 
100 families to be delivered or ac- 
cepted under clauses 5 and 6 per year. 
Then you are to have certain notices 
as the settlers arrive. Then there 
is a provision as to agreement A, 
which is an agreement as to loans 
made in cash or kind, and there is 
to be interest at 6 per cent. and 1 
per cent. out of that is to go to the 
Army? A.—Yes. 

Q.—Then you are also going to go 
in any township where it is contem- 
plated to locate settlers—you are to 
go free of expense, and select your 
town lot for the purpose of worship, 
not to exceed three acres? A.— 
That is right. 


Q.—Then there is a provision for 
terminating the agreement on 6 
months notice? A.—Yes. 


Q.—Then is this the report of the 
working of the schemeP A.—Yes, 
that is Mr. Hobson’s report, our 
General agent. 


Q.—Was that an encouraging re- 
port? A.—Oh very. 

Q.—You think it was? <A.—Yes. 

Q.—‘‘Up to date we have settled 
over 20 families in this colony.” 
Whereabouts was the colony that was 
reported upon? A.—Carrot River. 

Q.—In this report he refers to the 
increase in the price of land. (Reads 
report.) A.—That would have been 
the effect all over. 

Q.—Then there is an account of 
the expenditure. Then there was a 
superintendent employed, and so on. 
Then a provise with respect to manu- 
facturers giving you a general agency 
for the sale of their implements 
covering a large area? A.—Yes, of 
course that is just a detail. _ 

Q. Then there is a suggestion as 
to handling the profits of the land in 
the colonies, erection of a storehouse. 
Then there is a statement with re- 
spect to the timber. The lumber 
operations are carried qn tooP A.— 
Yes. ; 

Q.—Then there is a statement with 
respect to the nature of the land. 
He speaks very highly of the lands 
: themselves? A.—Yes, and he is a 
good judge. 
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Q.—Then the erection of farm 
buildings ought to be controlled by 
the company. Then there is a plan 
here of the implement shed. Then 
what change has taken place in the 
policy with respect to this scheme 
since then? A.—Instead of having 
all the Montague lands, and all the 
other lands, we have sold them out- 
right instead of holding it. 

Q.—What have you available for 
the purposes of this colonization 
scheme? A.—5,000 acres is what I 
was told. 


Q.—Then there are the details of 
the construction of this building. Then 
there are some further details of the 
construction. We will pass those over. 
Then I have annexed to this, agree- 
ment B, that was under your first 
scheme, an agreement which practi- 
cally had the effect of a lease until 
the lands were paid for? A.—Yes, 
we had some lien on the lands until 
they were paid for altogether, so that 
losses were reduced to a minimum. 

Q.—In what condition is the scheme 
now, reduced as it is in its propor- 
tions, is it a successful and well work- 
ing scheme? A.—Yes, it is working 
so well that every time I think of it— 

Q.—Your heart breaks again? A. 
—Yes. 

Q.—How many families have you 
there now, do you know? A.—Bet- 
tween 20 and 25 families, 

Q.—Are they of the class that you 
have been anticipating that you would 
colonize with? A.—Oh, decidedly. 

Q.—All Foresters? A.—Well, if 
they are not now, if I have my own 
way they will be in a very short time. 

Q.—Then I put these documents in 
as one Exhibit (No. 582.) One other, 
general question. Were you ever a 
consenting party to the giving up of 
that compensation stock in the Great 
West Land Company? A.—Certainly 
not. I never was more amazed when 
I found that my stock was not turned 
back as I had given instructions. 

Q.—And what about the other 
stock, the 2374 shares? A.—Well, I 
never gave any consent about any 
distribution or return of that. I 
don’t think any of my colleagues did 
either. 

Q.—Then I think that is all I have 
to ask you, Doctor? A.—Will you 
allow me to make a statement, Mr. 
Shepley ? 

Q.—If you do not bring in a lot of 
new features about the Foresters? A. 
—No, I think we have had quite 
enough of that. It is with regard to 
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the statement that I am an exceed- 
ingly wealthy man, made, of course, 
out of the Order. Well, in one way, 
I am. 

Q.—Have you attributed that state- 
ment to me? A.—Oh no, I think it 
was made to you, however, and pro- 
bably you did not believe it, and you 
were quite right. I have spent about 
$100,000 in improvements on Fores- 
ter’s Island. Last year I deeded the 
whole property over in order to en- 
able the Executive in the future, to 
carry out what my idea was in the first 
place. In locating the Orphans’ 
Home on the Island my idea was to 
give the management absolute isola- 
tion for their children. I have pro- 
vided in that deed that I shall have 
the use of the castle during my life, 
which I think the Order can afford 
to let me have; and my daughter has 
a house which she shall have the use 
of during her life; and my son has a 
house on the Island which also he is 
to have the use of during his life. 
After our deaths the whole property 
becomes absolutely the property of the 
Independent Order of Foresters. My 
income to-day is just my salary; tvrn- 
ing over everything outside of that to 
the Home. I have not $2,000 worth 
of property outside of the Home. I 
think I have four lots in Deseronto, 
worth about $200 or $300 a piece, and 
that is my wealth, except what is on 
the farm, in the pines on the reserve. 
That, of course, I cannot sell to white 
men. That is Indian property. While 
IT live and while my children live it 
is ours absolutely, but we cannot dis- 
pose of it. And that is my wealth. 
Except, I hope, in the confidence and 
the esteem of my membership. 

Q.—That is a valuable asset, but 
you would not think of turning that 
into cash? A.—Well, I think if I 
were to ask any of the members to 
give me some cash they would not 
hesitate to do it any time, but I am 
not just now called upon to turn that 
asset into cash. 

Q.—Then, Doctor, is that what you 
wished to say? A.—Yes. I thank 
the Commission very much for giving 
me the opportunity of making this 
explanation. 


GEORGE W. FOWLER sworn; ex- 
amined by 

MR. SHEPLEY: Q.—Mr. Fowler, 
you live in Sussex, New Brunswick? 
A= do: 

Q.—And you are a member of the 
House of Commons? A.—I have that 
honor. 
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Q.—You have been a member of the 
ve tes of enone since how long ? 
.—Since f ThE - 
Fears e General Elec 


Q.—What is your profession? A.— 
Barrister. | 


Q.—When did you first have any- 
thing to do with the lands in the 
North-West, which you and others ac- 
quired from the C. P. R., give me the 
origin of that, please? A.—I cannot 
give you the exact day, but some time 
in the month of October in the year 
1902, Mr. Pope and myself on behalf 
of ourselves and others got an option 
on a tract of land in the North-West: 
beginning with lands about what is 
called or known as the elbow of the 
Saskatchewan River, extending west- 
erly along the then proposed route of 
the Canadian Northern Railway, and 
then part of the land lay in East of 
Wetaskiwin, near what is known as 
Birch Lake. I think it would be east 
of Wetaskiwin. We got an option 
on that land for $3.50 an acre. 

Q.—Where is the option? A.—I 
don’t know. 

Q.—Where ought it to be? Why 
do you say you do not know? A.— 
Well, because I don’t know, that is 
the reason why I say it. 


Q.—Who has the custody of it? A. 
—I couldn’t tell you that. The first 
option—when I speak about the op- 
tion—I think it was verbal; I don’t 
think we ever had a written option. 

Q.—Do you say so? Is that the way 
the C. P. R. does its business? A.— 
I don’t know how the C. P. R. does 
its business. I know how it did busi- 
ness with me, did this business. When 
you say ‘‘Does its business’? you make 
your question very general sir. 

Q.—You got an option at $3.50? 
A.—I did. 

Q.—Do you say it was in writing 
or notP A.—TI say that it was not in 
writing at first. At least, whether it 
was ever reduced to—whether there 
was ever a memorandum afterwards 
between Mr. Griffin and myself I can- 
not say now, you know, because I did 
not carry in my mind, J cannot carry} 
in my mind every detail of the trans4 
action. 

Q.—I should not have thought that 
was a mere detail. J should have 
thought that was the business way of 
reducing a business arrangement in- 
to being? A.—Yes, one would think 
so. 

Q.—Perhaps your attention has not 
heen directed to it recently, and per- 
haps if you think a little, you will 
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remember that there was an option, 
or remember that there was not? A. 
—The first matter was entirely verbal 
and I have no recollection now of it 
ever having been reduced to writing. 

Q.—How did you know what lands 
you were to range over and select 
from? A.—We had amap. A C.P.R. 
map. 

Q.—Where is that? A.—I cannot 
say. I don’t know. 

Q.—You do not knowP A.—No. 
I might be able to discover it, but 
I have not been home since I have 
been served with a subpoena. 

Q.—Then I wish, as I ask you for 
papers, that you would make a jot- 
ting of the things I am asking you 
for, that you do not happen to have 
here? A.—Yes, I will be very glad 
to. I may say, Mr. Shepley, that 
I am just a little bit careless about 
keeping those things because, as far 
as I was concerned the transaction 
was closed. Now, if you will supply 
me with a pencil, please. 

Q.—First the option contract. 
Here is a pencil, I do not know 
whether it will be long enough to take 
down the names of all the documents 
I shall want from you? A.—What 
do you want first? 

Q.—First the option or contract 
with the C.P.R.? A.—Well, I told 
you that was verbal, so I cannvt pos- 
sibly bring that, except in my mem- 
ory. 

Q.—Besides that you said you 
thought there may have been a 
memorandum? A.—TI said I was not 
certain about that, because I am not 
certain, neither am I certain about 
it as to whether there was a memo- 
randum or not. At any rate I can 
give you what the verbal contract 
was. ; 

Q.—Whatever there was I want? 
A.—Yes exactly. ‘‘Option.’’ I think 
that will be sufficient for that. 

Q.—I suppose you have some cor- 
respondence upon the subject? A.— 
With whom? 

Q.—Some correspondentce P A.— 
Oh, there was a lot of correspondence. 

Q.—With whom was the corres- 
pondenceP A.—Various parties. 

Q.—Who were they? A.—Well, 
there was some correspondence with 
Mr. Griffin, the Land Commissioner. 

Q. Then jot down ‘‘Corriespond- 
ence with Griffin,’’ please? Aw tI 
wouldn’t have that. I wrote to Mr. 
Griffin. 

Q.—I want you to help me find it? 
A.—Yes, well ‘‘Correspondence with 
Griffin.”’ I am sorry I am not a 
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shorthand writer; it will take me a 
little time. 

Q.—I am not going to hurry you. 
With whom else did you correspond 
upon the subject? A.—I surnose I 
corresponded with Mr. Pope and with 
various members of the syndicate 


Q.—Jot down, please, ‘‘Correspond- 
ence with various members of the 
syndicater’? A.—Yes. Now remem- 
ber, I don’t think I have a bit of this 
correspondence myself at the present 
time, because I haven’t kept it, but 
I will use my utmost endeavor to find 
it out for you. 

Q.—No man could ask more than 
that? A.—Thanks. 

Q.—At least I won’t. With whom 
else did you have correspondence? 
A.—Oh, I don’t recall. I might have 
had correspondence after we sold the 
property. 

Q.—With whom? A.—I mean when 
we were negotiating for the sale of 
the property. 

Q.—With whom would that be? A. 
—Well, I suppose it would be with 
the parties we were selling to. 

Q.—Namely? A.—That would be, 
well, I don’t really know what they 
called themselves at first; the name 
was changed afterwards to the Great 
West. It was the Ontario Town Site 
or something of that kind. New On- 
tario. 

Q.—‘‘Farm and Town Site Syndi- 
cate, Limited’’P A.—Yes, you have 
the name. I think I had some cor- 
respondence with Mr. Curry, who was 
the solicitor. 

Q.—Then write down, please ‘‘Cor- 
respondence with Mr. Curry’? A.— 
In fact I tell you frankly I have for- 
gotten all about that I had corres- 
pondence with Mr. Curry until he re- 
minded me of it this morning, and 
as I think I saw him give you the 
papers, you probably have that. 
However, I will make a note of it as 
you say. You. probably have that in 
your own possession now. 

Q.—Thenh with whom else? pees 
About this land, do you mean? 

Q.—Yes, that is what I am asking 
you about? A.—Well, we were try- 
ing to sell them. I don’t know—I 
couldn’t tell you—I might have had 
Some correspondence with real estate 
men, you know—I might have had 
some correspondence with rea] estate 
men about them. 

Q.—Make a jotting ‘‘Correspond- 
ence with real estate men.’’ With 
whom else? A.—Now we have with 
the parties, Land Commissioner 
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Griffin, we have with the members of 

the syndicate, we have with Mr. 
Curry and with real estate men. The 
parties to whom we were selling, that 
would be this company. There may 
have been correspondence; I don’t 
know that there was. 

Q.—What do you mean by “‘this 
company P”’ A.—The company you 
named. The New Ontario Farm Site 
Company. You have spoken of that 
already. 

Q.—You can include that under 
“Curry correspondence ?”’ A.—Yes, 
exactly. Well, I cannot recall any 
other parties, I would not say there 
were not. 

Q.—Did you ever have any corres- 
pondence with Mr. Wilson, Mr. 
Foster, or Mr. McGillivray? A.—I 
don’t think I ever had any corres- 
pondence with Mr. McGillivray at 
any rate, because I don’t remem- 
ber seeing him in_ the _ transac- 
tion at all about the land. I 
don’t recall anything with him. 
Of course I would not say there 
was not, but I simply don’t recall, 
and there may have been correspond- 
ence with Mr. Foster. Will I make 
a note of that? 

Q.—Please? A.—I will try and see 
if ‘there was. ‘‘Foster, Wilson and 
McGillivray.’’ 

Q.—With whom else? A.—Well I 
think you have covered the circuit 
pretty well. I don’t recall anybody 
else. 

Q.—Did you have any correspond- 
ence with anybody representing the 
C.P.R., except Mr. Griffin? A.—I 
don’t think I had. 

Q.—Make a jotting to look for that, 
will you? A.—All right, I will put 
that under the general head of ‘‘C. 
P.R. officials.” 

Q.—You do not recall anybody else? 
A.—No, I do not recall anybody else. 

Q.—Then if you are successful in 
gettine for us all the correspondence 
that is indicated there we will get a 
pretty good idea of what the corres- 
pondence was, at all events? A.—I 
should think you would, yes. That 
covers a pretty wide range. 

Q.—Then you say it was in October, 
1902; you do not think there was a 
written option, but you say the area 
over which you were to range in mak- 
ing your selection was defined by a 
map? A.—yYes. we had a map, a C. 
P.R. map. . 

Q.—Write down ‘Map ?”’ A.— 
Didn’t I put that down? 

Q.—No, not yetP A.—All right, 
we will put that right alongside 
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“Option.’”’ I was going to tell you, 
they have maps of the country where 
their land is; their land is marked 
in red on these maps; the blocks, the 
sections are marked in red, and Mr. 
Griffin, as I remember it now, took 
a blue pencil, you see when I came 
to locate I was in his office, and he 
took a blue pencil and marked- out 
certain blocks. 


Q.—Out of which you were entitled 
to make your selection? A.—Yes. 

Q.—What was the origin of you and 
Mr. Pope talking up this scheme of 
getting land from the C. P. R.? How 
did that come about? A.—Well, of 
course, Mr. Shepley, I don’t see what 
that has to do with this investigation, 
to start with, and I protest against 
giving evidence with respect to it. 
That was purely a private matter, how 
we came to get this land, our taking 
up the option, so far as the purpose 
of your investigation is concerned, in 
my humble view. When you get to 
the transaction between us and the 
Union Trust, who represented the For- 
esters, of course you have a _ perfect 
right to examine into it. 

Q.—Yes? Well, I can only beg 
you to take a little wider view and 
to tell me what was the origin of it? 
A.—I submit myself to the ruling of 
the Commission. | 

JUDGE MacTAVISH: Answer the 
question. A.—Now then, let me hear 
your question? . 

MR. SHEPLEY: What was the 
origin of your enterprise? A.—How 
did it come about? 


Q.—Yes, how did it come about? A. 
—How did it come into our minds to 
make this purchase, is that what you 
mean? I want to see how far back 
you want to go. 

Q.—You manifestly understand me? 
A.—No, I don’t. Do you want to go 
back to the time it first entered into 
the mind of myself—I could only say 
as to my own—that it would be a good 
thing to invest in North-West lands. 
I will go back that far if their Honors 
have ruled that I shall. 

Q.—I want to get the inception of 
the negotiations between yourself and 
your fellow members of the syndicate 
with respect to this purchase of land? 
A.—Oh well, Mr. Pope and Mr. Le- 
furgey, Mr. Bennett and myself were 
in the North-West. Previous to that 
Mr. Pope and I had had a conversa- 
tion about buying lands; once in Ot- 
tawa. But when we all first met in 
connection with this matter, that is 
Mr. Lefurgey, Mr. Bennett and Mr. 
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Pope and myself, was on an occasion 
when we happened to be together in 
the North-West, and we discussed this 
matter. We saw the tremendous fer- 
tility of the lands in the North-West ; 
we thought there was a great promise 
for that country; we thought there 
was a good opportunity to make 
money; we shared, with the great ma- 
jority of mankind, that desire to make 
money, and we discussed the purchase 
of some of this land. Companies were 
coming from the other side, people 
were coming from the other side, 
Americans; people were coming from 
Canada, not in such great numbers, 
to speculate in North-West lands, to 
buy North-West lands for the purpose 
of re-selling them and we thought it 
would be a good scheme for us. We 
did not see any reason why we should 
not, because we happened to be mem- 
bers of Parliament, we did not think 
that debarred us from _ purchasing 
lands, we did not think it debarred 
us from endeavouring to make a liv- 
ing or endeavouring to make money, 
as long as we did not steal it. We 
thought it was a perfectly legitimate 
enterprise and therefore, we made up 
our minds that we would see if we 
could not buy some of these lands as 
well. 

Q.—There were just the four of you 
associated together at that time, is 
that right? A.—There was not any 
association at that time at all. 


Q.—Four of you were discussing 
the matter? A.—Four of us were dis- 
cussing it; four of us at one time dis- 
cussing it. 

Q.—And you came to the conclusion 
that you would buy some lands if you 
could? A.—yYes. 

Q.—The four of you would enter 
into a joint transaction? A.—No, we 
did not mean anything of the kind. 
The whole matter was inchoate at that 
time. There was nothing definite de- 
cided upon or anything of the sort, 
as to how many persons would be as- 
sociated or not. Nothing of the kind 
was considered. 

Q.—Was that conversation looking 
towards a joining together? A.—Our 
conversation was looking towards, yes, 
a purchase in which we would be in- 
terested at least, and perhaps c! ners. 
There never was any discussion as tn 
the number or as to confining it to 
any particular number at all, at that 
time. 

Q.—The idea was that whoever 
joined forces you would jointly under- 
take a purehase, with a view, of 
course, of re-selling? A.—Well, if 
we joined of course we would jointly 
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undertake the purchase. That is self 
evident. 

Q.—That is what you were looking 
forward to in the course of this dis- 
cussion? A.—We were looking for- 
ward to engaging in the enterprise 
of buying a block of land? 

Q.—Jointly, is what I am trying to 
get? A.—We, with others, would he 
interested in it. It was not intended 
that it would be confined to these 
persons. I don’t know, there might 
have been a number, ten, mentioned 
at that time. I wouldn’t say for cer- 
tain. I don’t recall every little in- 
cident of the conversation! between 
us, back and forth. In fact there 
was not very much talk as far as the 
four of us were concerned. The talk 
was principally between Mr. Pope and 
myself. We were really the originat- 
ors of the scheme and prepared t» 
take any responsibility that follows. 

Q.—Did you arrive at a conclusion 
with regard to how much you would 
venture? A.—Not at all. 

Q.—How much land you would 
take? A.—Not at all, no. 

Q.—That was not even discussed ? 
A.—Oh no, that was not even discuss- 
ed, as far as I recall now. There was 
certainly no conclusion arrived at, 
and it was not even discussed at that 
time, so far as I recall. I won’t say 
that it was not, you know—I won’t 
say that a figure was not mentioned, 
but I certainly will say that the figure’ 
which we finally bought was not men- 
tioned. 

JUDGE MacTAVISH: The number 
of acres? A.—Yes, the number of 
acres. 

MR. SHEPLEY: Mr. Lefurgey has 
said the conversation at first was 
about 100,000 or thereabouts? A.— 
Yes, if a figure was mentioned at that 
time at all, it would not exceed 100,- 
000 you see. 

Q.—Subsequently the scheme pre- 
sented such good features that your 
minds grew a little on the subject? 
A.—Subsequently Mr. Pope and I in- 
creased the amount for which we ap- + 
plied to 200,000 acres. That is what 
happened subsequently. I am_ very 
sorry we had not got half a million. 

Q.—Well, then, Mr. Fowler, did 
you, during the course of that trip 
come to any definite conclusion at all 
that you would look further into the 
matter? Was that an understanding 
between you, that the matter shonid 
be further looked into? I do not say 
that you had finally concluded to buy, 
but that you should look further into 
it and see what could be done? A.— 
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I don’t remember as to that. I know 
Mr. Pope and I came down to Winni- 
peg. We did not remain during the 
whole time with the party. We were 
out in the West in connection with 
looking over the country from a poli- 
tical standpoint. 

Q.—You need not tell me that? A. 
—No, you know that already. 

Q.—It does not cut any figure here 
at all? A.—I would not like to say 
that. I think it cuts a big figure. 
However, that is where you and I will 
differ. 

Q.—Then go on and answer the 
question I asked you, if you will? A. 
—Certainly. I don’t remember just 
now what your particular question 
was at that time? 

Q.—My particular question was, 
whether at that time you ¢ame to the 
conclusion that you would look further 
into the matter and see what could 
be done ,about it or whether it was 
left at large? A.—Oh well, as a mat- 
ter of fact I don’t know what we may 
have discussed or talked, I cannot re- 
call now, but as a matter of fact Mr. 
Pope and I came down to Winnipeg. 

Q.—On behalf of those who you ex- 
pected would associate with you in 
the transaction? A.—Oh well, cer- 
tainly, we were acting on behalf of 
ourselves and them. 

Q.—On behalf of yourselves and 
_ others? A.—Yes, ourselves and others, 
no particular persons at that time. 

Q.—Except these two? A.*—Except 
these two gentlemen were to be there, 
they were to be in, of course. 

Q.—What did you do at Winnipeg? 
A.—At Winnipeg we went to the Hud- 
son Bay Company, at first, and looked 
into their lands. The gentleman of 
the Hudson Bay Company advised us 
to go to the C. P. R.; he said the C. 
P. R. were asking less for their lands 
than they were and that he himself 
had recently bought some C. P. R. 
lands, quite a block. He said lands 
they were asking $5 for could be 
bought from the C. P. R. for $3.50. 
He was a very nice gentleman; I don’t 
recall his name now; he was an Official 
of the Hudson Bay Company; I don’t 
know whether I knew his name at the 
time or not; it doesn’t make any dif- 
ference. We then went down, after 
having been to the Hudson Bay fist, 
we went down to the C. P. R., and 
we asked their prices and they told 
us what their prices were, but Mr. 
Griffin himself was not at home at 
that time, he was away. 

Q.—What did you understand the 
prices were? A.—$3.50 an acre. 
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Q.—Where did you understand the 
lands were, where you afterwards 
ranged for your selection? A.—Yes, 
north of the Saskatchewan. Those 
were the lands we wanted. 


Q.—But Mr. Griffin was not at 
home? A.—Mr. Griffin was not at 
home. We looked over the maps and 
brought some maps away with us. Do 
you want thoseP 

Q.—Yes, I want all the maps you 
had? A.—AIl right, I will put this 
down in the plural. 

Q.—Well, you brought some maps 
away with you? A.—Yes. 

Q.—What more did you do there 
with the C. P. R.? Anything more 
than just get some maps and inquire 
the price and location? A.—We stat- 
ed to whoever the gentleman was we 
were talking to, the official there, that 
we wanted to buy a large tract of 
land, talked over the matter, I 
couldn’t tell you exactly what we 
said. 

Q.—Did you do anything more than 
talk—did you agree to anything? A. 
—Oh no. 

Q.—You did not make any applica- 
tion for an option or for a contract 
or anything of that sort? A.—wNo, 
not there, no. 

Q.—What was the next stage in the 
matter? A.—Well, we thought it was 
very important, of course, for us to 
get as near to the location of the rail- 
way as possible. It would increase 
the value of the lands very much. 

().—What railway are you speaking 
of now? A.—The Canadian Northern 
which was going north of the Sas- 
katchewan, you see. Consequently we 
came down to Toronto and saw Mr. 
Mann of Mackenzie and Mann, and 
we inquired of him the route of the 
road.- As nearly as I remember it 
now. Mr. Mann told us, that. as far 
as the route was surveyed, we could 
ascertain it very easily by goins up 
there and going over it. We thonght 
that there might be a quicker way, a 
cheaner way, an easier way, if he 
would just indicate on the map as 
nearly as possible—he or his engineer 
—indicate on the map as nearly as 
possible, where the route would be. 

Q.—Not only the surveyed, but the 
unsurveyed part? A.—Well, of course, 
the unsurveyed part would have to be 
very general. 

Q.—That would be approximate? 
A.—That would be approximately, of 
course, that anyone could pretty well 
tell from the map, because, as far as 
it was surveyed they would know that 
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they had to go by a certain route, 
they were going to Edmonton and I 
suppose a layman could arrive at a 
fair guess with respect to that. How- 
ever, that is what we did. 

Q.—That is what you thought was 
the easier way, but you have not told 
me what was done in pursuance of 
that? A.—Oh well, in pursuance of 
that the route was indicated on the 
map. 

Q.—By whom? A.—I don’t know. 

Q.—Not in your presence? A.—No. 

Q.—You left the map for that pur- 
pose? And it was returned to you? 
A.—Yes, the map was given to us. 
We got the map afterwards with a 
mark in red ink. 

Q.—You left it with whomP A.— 
Oh, I cannot remember. 

Q.—With Mr. Mann? A.—I don’t 
think it was with Mr. Mann, but it 
was left there in the office. 

Q.—Left there in pursuance of 
your conversation with Mr. Mann? 
A.—Yes, exactly. Certainly. 

Q.—And you went back to the office 
subsequently and got it? A.—Yes. 

Q.—How long was there between 
the two occasions? A.—It might be 
an hour, it was not supposed to be 
done with any particular degree of 
accuracy, but was just a general in- 
dication of what the route would be, 
just as we could have gone up there 
and followed the surveyors’ stakes 
and seen what the route would be. 
That would have taken some time; we 
did not want to do that; we thought 
this would be a short cut and we took 
it. 

Q.—Did anything else take place 
between yourselves and Mr. Mann 
then? A.—IJ think he invited us over 
to the Toronto Club. 

Q.—You did not think I meant 
that? A.—I didn’t know. Yo are 
going into questions so particulerly, 
that I didn’t know but what you 
might. 

Q.—No, you did not think so at all? 
A.—Well, I don’t remember anything 
else. 

Q.—Was there anything then sug- 
gested about their having an interest? 
AO nG: 

Q.—How long afterwards did that 
come up? A.—About their having an 
interest P 

Q.—Yes? A.—I never had any 
conversation with them about them 
having an interest; never the slight- 
est. 

Q.—Did you have any conversation 
with them about raising money? A. 
—Never in the world. 
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Q. Did you get any money from 
them? A.—Never got a dollar. 

Q.—They did not assist you in fin- 
ancing your first payment? A.—Oh 
well, I would not say that. They 
may have done that. As a matter 
of fact they did not do that, but I 
never got any money from them. 

Q.—Do you think you are answer- 
ing me quite fairly. Mr. Fowler? A. 
—I think so. 

Q.—You think you are? A.—Yes. 

Q.—Tell me the arrangement that 
was made for financing with Mac- 


‘kenzie and Mann? A.—I don’t know 


it. 

Q.—Did you make it? A.—I did 
not. 

Q.—Who did? A.—Whatever ar- 
rangement was made would be made 
by Mr. Pope. I was not there at all. 


Q.—Did he tell you what it was? 
A.—He said they would help us in fin- 
ancing the thing. This was a long 
time subsequent to that, you know. 
But I do not see Mr. Shepley, again 
I may say Mr. Commissioners, I don’t 
see what this has to do with the mat- 
ter. 

Q.—If it was a long time subse- 
quently I will drop it for the present 
because I would rather have a chrono- 
logical account. You say there was 
no conversation or discussion or sug- 
gq@stion of your being assisted in 
making the first payment, on this ac- 
casion that you speak of? A.—No. 


Q.—None of any kind? A.—None 
of any kind. 


Q.—Has that always been the ac- 
count you have given of it? A.—I 
don’t remember of ever giving an 
account of it before. I haven’t found 
anybody quite so curious as you ap- 
pear to be. 


Q.—You do not perhaps remember 
being examined in connection with 
the matter before? A.—Oh yes, I 
had forgotten that for the moment. 


Q.—Now, have you told me all you 
can recollect that took place between 
you and Mr. Mann on this occasion ? 
A.—Al] that I recollect at the present 
time. You mean with respect to this 
matter? 

Q.—Yes? A.—I don’t recall any- 
thing else regarding it now. 

Q.—And you have told me all that 
you have now in your recollection 
upon the subject of that interview? 
A.—There might be other things, you 
know, which if you would intimate 
something to me, I might be able to 
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recall, but I don’t recall at the pre- 
sent time. 


Q.—That is all you can independ- 
ently recall? A.—Yes, independently, 
at the present time, recall. There 
was a good deal of conversation, of 
course, between us, but I do not carry 
for the moment, all the details of it. 

Q.—Then you had up to that time 
the map and the course of the North- 
ern Railway marked out upon it by 
the Northern Railway people? A.— 
Exactly. 

Q.—That is what you were armed 
with up to this moment. What did 


you do next? A.—We went to Mont-’ 


real and saw the President of the 
Canadian Pacific Railway. Told him 
that we wanted to buy some land in 
the North-West, that we had been 
out there and we understood they had 
lands in the North-West to sell, and 
that we would like to buy a tract. 
So he said well, we would have to 
arrange that matter with the Com- 
missioner, that we would have to 
make a formal application to the 
Land Commissioner, Mr. Griffin, and 
that he would, I think he said, take 
a hand in the arranging of the price. 


Q.—That he would ‘‘take a hand in 


the arranging of the price?’ A.— 
Yes. 


. Q.—Is that the only threat he made? 
. A.—Would you call that a threat? 

Q.—What do you call it? A— 
Well, I would not call it a threat. 
I would call it an intimation. 


Q.—An intimation, not in the 
nature of a threat, but in the nature 
of an inducement, perhaps? A.— 
They wanted to sell the lands; they 
had them to sell. 


Q.—And he was going to take a 
hand in making the price? <A.— 
In arranging the price. 

Q.—Making it so you would be in- 
duced to buy? A.—We were going 
to buy a large tract of land and we 
felt that, buying a large tract of land 
lilse that, there ought to be a special 
price made, lower than the retail 
price. 

Q.—What was the size of the tract 
you then had in your mind? A.— 
200,000 acres. 

Q.—When did you fix upon that 
figure in your mind? A.—Oh, I can- 
not tell you. 

Q.—At Winnipeg? A.—No. 

Q.—At Toronto? A.—I don’t think 
we had fixed on it at Winnipeg, but 
I think that some time from the time 
we saw the people in Winnipeg, be- 
fore we reached Montreal, we had 
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decided that we would make an ap- 
plication for 200,000 acres. We 
thought we could get friends interest- 
ed and be able to carry it through. 


Q.—Was that after you had left 
Toronto or while you were in To- 
ronto P A.—I would not like to 
say which. It might have been after 
we left Toronto. It may have been 
after that—I wouldn’t like to say— 
and it may have been before, do you 
see P 

Q.—Before you left Toronto? A.— 
It may have been. 


Q.—But it was not before you got 
to Toronto? A.—Well, I say it may 
have been, but I do not think it was, 
as a matter of fact. I cannot tell 
you chronologically just when that oc- 
curred. It may have been either be- 
fore or after. 


Q.—Then Sir Thomas Shaughnessy 
said he would take a hand in mak- 
ing the priceP A.—Yes. 

Q.—And you took that to be an in- 
timation that the ‘price would be 
made a price that would induce you 
to buy? A.—Yes, that it would be 
a wholesale price instead of a retail 
price, buying the tract we were we 
thought we would get a reduction 
from the price from what we had been 
told in Winnipeg. We expected to 
get it for less and they told us in 
Winnipeg it would be $3.50 an acre 
and we understood that to mean that 
we would get a lesser price than 
$3.50 on account of taking a large 
amount of land. 


Q.—That is what you then under- 
stood? A.—That is what we then 
understood. That is what, at least, 
I understood and from subsequent 
conversation with Mr. Pope, that is 
what he understood. 


Q.—Did you discuss with Sir Thomas 
Shaughnessy the price at which you 
had been informed in Winnipeg that 
you could buy? A.—Oh yes, I think 
we did. I would not say for certain 
upout that, but I think we did. 1 
think we told him what the price was, 
but I would not say. 


Q.—And he told you you would have 
to apply in the regular form to the 
Commissioner or through the Commis- 
sioner? A.—Oh yes, he said he would 
not sell the lands at all. 

Q.—That his function in the trans- 
action would be to take a hand in the 
fixing of the price? A.—The fixing 
of the price. 

Q.—Is that all you can remember 
of that interview? A.—Yes. You see 
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we represented to Sir Thomas that we 
wanted to buy a very large tract, 
200,000 acres, and that we thought 
we ought not to have to pay what a 
man could buy a section for, that we 
ought not to pay at the same rate. 
That seemed to appeal to him as rea- 
sonable and he said ‘‘You make your 
selection of these lands and when it 
comes to the question of price’’ he 
says, ‘I will take a hand.’ That is 
all. . 

Q.—Is that all you recollect of that 
interview? A.—Yes, I don’t recall 
anything more now. There may have 
been more but I don’t recall it. 

Q.—Your memory does not assist 
you to anything further independent- 
ly? A.—Not independently, no. 

Q.—Then what did you do next? 
A.—We made the formal application. 

Q.—Did you go to Winnipeg or 
write? A.—That was written. I 
don’t think that my name appeared 
in that. I think that was written by 
Mr. Pope. It may have been written 
by me and signed by him;-I would 
not be certain. Anyway we did make 
a formal application for 200,000 acres 
of land. 

Q.—In the name of one or other 
of you or both? A.—In the name of 
one or other or both of us. 

Q.—Not adding any other name? A. 
—I don’t think any other name was 
added. I don’t think so. Oh, I am 
quite sure, no other name would be 
added, because you see we were doing 
the whole thing, we were getting up 
the whole business. 

Q.—Then, up to the time you were 
in Montreal, was anybody else behind 
you besides Mr. Bennett and Mr. Le- 
furgey? A.—Well, when we were in 
Toronto, you know, Mr. Pope had a 
friend by the name of Peuchen—Mr. 
Arthur G. Peuchen, I think it is— 
and he spoke to him, that is all. There 
was no other person. Hold on now, 
when we were on the way out we met 
a man by the name of Lester, an 
Englishman, and we were talking with 
him and he had a very strong opinion. 

Q.—When you say, you were on the 
way out? A.—On the way to Toron- 
to, on the way to Montreal, on the 
way east. We were talking with a 
man by the name of Lester; and I 
think Mr. Peuchen mentioned the 
name of Mr. Pellatt, now I believe 
Sir Henry Pellatt, then plain Mr. Pel- 
latt, I think. But there was nothing 
definite with respect to— 

Q.—You did not, or did you, inter- 
view any of these gentlemen? <A.— 
Well, I say we saw Mr. Lester, you 
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know, on the way east. I didn’t see 
Mr. Pellatt at all and I don’t know 
that he was ever spoken to; certainly 
not by either Mr. Pope or myself, as 
far as I know. Mr. Peuchen claimed 
to be a very intimate friend of his. 

Q.—Neither of these gentlemen, in 
the end, came in at all? A.—No. 

Q.—But Mr. Peuchen did? A.— 
Yes. 

Q.—That was the only addition to 
your force up to the time you were 
in Montreal, Mr. Peuchen? A.— 
Yes. 

Q.—Then what did you do after 
your interview with Sir Thomas 
Shaughnessy in Montreal; you say 
you made an application and you say 
that was made in the name either of 
yourself or Mr. Pope or the two of 
you, no other name appearing upon 
it? A.—No. This was all in the 
month of October, early in the month 
of October; I would not like to say 
just what time in the month, but I 
think it was before the middle. I 
think it was, you know. Of course 
me date of that application would 
ell. 


Q.—What reply did you get to your 
application? A.—It was quite a while 
before we got any reply at all. 

Q.—When you say ‘‘quite a while,’’ 
what do you mean, a month? A.— 
No, it was less than a month, but it 
was two or three weeks at least be- 


‘fore I heard anything. Then the re- 


ply did not come to me personally ; 
it came to Mr. Pope. 


Q.—And you heard about it? A. 
—Yes, 


Q.—Just jot down that as a thing 


to be specifically looked for, the replv 


to your application to the C.P.R. It 
would probably be in November? A. 
—I think so, you know; I think it 
would be in November, but remember 
I won’t tie myself up to the date, you 
know. 

Q.—I would not expect you to. 
What was the reply, the nature of it? 
A.—Well, the reply was to the effect 
that they had raised the price of the 
lands in that section, and that Mr. 
Griffin said he would not give us the 
lands for the price, the $3.50, that 
they were $5. 

Q.—That the lands were $5 an acre? 
A.—Yes. 

Q.—That was the reply? A.—Yes. 

Q.—Well, that was rather discon- 
certing, was it not? A.—That was 
what you would call a cold touch, yes. 

Q.—I would not have called it a 
cold touch; disconcerting is a word 
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that suits me better than thatpe A. 
—Well, of course you don’t use slang. 

Q.—Will you tell.me what you did 
next or in consequence of that? A. 
—Well, we didn’t lie down, you know. 
We then went and interviewed, I 
think, the President again. 

Q.—Would that be in November? 
A.—yYes, I fancy it was. It was im- 
mediately following the receipt of this 
letter, within a few days, you know. 
I think that Mr. Pope got the letter 
and that he then communicated‘ with 
me and I came up to Montreal, join- 
ed him in Montreal and we went and 
saw Mr. Shaughnessy or Sir Thomas 
Shaughnessy again. 

Q.—Tell us about that interview? 
A.—Well, we told him we had made 
application and that, though we had 
made the application when the lands 
were at this price, yet our applica- 
tion was declined; that they had been 
selling these lands for this price and 
for a less price and we didn’t see any 
reason why we should be turned down. 
They had been selling the lands _ to 
Americans in large blocks at a low 
price. 

Q.—These are things you were say- 
ing to him? A.—These are things we 
said to Sir Thomas Shaughnessy. And 
that we were willing to pay the price 
that the lands were selling at at the 
time we made our application. Sir 
Thomas said that in a short time Mr. 
Griffin would be down to Montreal 
and that he would notify us when he 
came, so that we could meet Mr. 
Griffin with him and the matter would 
then be discussed. 

Q.—Was that satisfactory? A.— 
Had to be. 

Q.—Then what next? A.—We went 
home again and afterwards we did 
meet Mr. Griffin. 

Q.—And when would that be, about; 
still in the same month of November? 
A.—It is pretty hard for me to tell 
you as to the month it was in. It 
would be, I think, before the first oft 
the year, at any rate Mr. Griffin was 
there and Mr. Dennis. 

Q.—Who was Mr. Dennis? A.— 
An official of the C.P.R. stationed 
at Calgary in the West. 

Q.—Had he anything to do with 
their lands? A.—And Mr. William 
White was there, the Vice-President. 

Q.—Has Mr. Dennis anything to 
do with their lands? A.—Oh yes, he 
has to do with the lands. He has 
to do with the irrigation out there; 
with the irrigation lands; I don’t 
know whether he has generally or 
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not; I think with the timber lands 
anyway he had. 


Q.—How was the appointment ar- 
ranged, by correspondence? A.— 
Well, Sir Thomas Shaughesgsy had said 
that when Mr. Griffin came out 
he would let us know, and I got 
word from Mr. Pope to come up. I 
did not ask him how he knew, but I 
supposed Sir Thomas had communi- 
cated with him, likely, and told him 
Mr. Griffin was to be there at a cer- 
tain time. 

Q.—That sounds reasonable. Then 
you had this meeting; was anybody 
present except the ones you have 
named? A.—Sir Thomas Shaugh- 
nessy, Mr. William White, Mr. Dennis, 
Mr Griffin, Mr. Pope and myself. I 
ine that is all. That is all I re- 
call. 


_Q.—What took place at that inter- 
view? A.—It was very brief. 


Q.—Then you can easily tell me? 
A.—Yes, I can very easily tell you. 
If you have been in the President’s 
office there you know that they have 
large maps on the wall. We had 
been “waiting some little time before 
Sir Thomas was at liberty and when 
he was, we walked into the office and 
these gentlemen were there. Sir 
Thomas pulled down the map from 
the wall and asked me to indicate 
where these lands were that we want- 
ed, or about where these lands were. 
I walked up to the map and took the 
pointer and indicated to him about 
the block, and he said: ‘‘Mr. Griffin, 
these gentlemen made application for 
these lands in October; what was the 
price of these lands when they made 
the application?’’ Mr. Griffin said— 
I am giving you the conversation as 
nearly as I can recall it, I would 
not say that it was in the exact 
words—but he said, these lands were 
$3.50 an acre, pointing them out. 
He said, ‘‘What do you think would 
be a fair price then, Mr. Griffin?” 
And he gaid, ‘‘$3.50 an acre.’ He 
turned to us and he said, ‘‘Gentlemen, 
are you satisfied ?”’ And we gaid 
“Yes.” Then I spoke of the terms. 
I said,‘‘We expect to sell these lands 
to farmers ; you sell to farmers and 
you give them 10 payments; now your 
terms to other people, to speculators, 
if you will, are six payments. We 
have got to come in competition in 
the selling of these lands; we would 
like to have you give us ten payments 
instead of six payments, with 6 per 
cent. deferred interest.”’ He said, 
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“T cannot do it.’? He says, ‘“We 
won’t change our terms at all; you 
are getting these lands at the price 
they were at that time, and” he says, 
“you will have to make the six pay- 
ments, I will not change the terms 
at all.’ That was all. And so far 
as I recall, that is the only option we 
ever had. 


Q.—So far as you recall there never 
was anything mreduced to writing? 
A.—No, I don’t think so. There may 
have been, you know. I cannot re- 
member that, some way; I don’t know 
why I cannot recall it, but when I 
made the first payment on these lands, 
of course I got a receipt for the 
money and it may be then there was 
an agreement, but really I cannot re- 
call. 

Q.—It would seem altogether likely 
that there was an agreement? A.— 
Yes, it would seem likely that there 
was an agreement when the money 
was paid, but I cannot—I don’t seem 
able to recall it. 


Q.—That was the end of that con- 
versation, you have told us all you 
can remember with regard to that? 
You were to get the lands at $3.50 
and on the ordinary terms? A.—On 
the regular terms, yes. 

Nitan 2 on the retail terms? A.— 

0. 

Q.—Then what did you do next? 
A.—Well then there was the question 
of selecting the lands. You see they 
had a good deal of land in that sec- 
tion—district. 

Q.—Can you give us, approximate- 
ly, what the area was over which you 
had the right of selecting? A.—Oh 
well, there was a large area there; 
there was over 300,000 acres. 


Q.—But of which you were to be 
at liberty to select 200,000? A.— 
Yes, that was the way it was at first. 
It was afterwards changed. Mr. 
Grifin got on to the route of the 
Canadian Northern and he found that, 
or supposed that was going to in- 
crease the value of the lands, of 
course, and he said they would take 
out of this—something in excess, I] 
think, of 300,000 acres—they would 
make out, now I don’t recall how 
much, a certain percentage, they 
would select these sections, you see 
and retain certain sections. 


Q.—But still leaving a larger area 
for your selection than 200,000 acres? 
A.—Yes, there was a balance. 

Q.—That is he withdrew from your 
option a portion of the area that it 
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covered? A.—yYes, that it was in- 
tended to cover at first. 


Q.—Leaving you still with an acre- 
age in excess of’the acreage you were 
entitled to select? A.—Yes, from 
which we might select. Of course we 
could travel outside of that, further 
north if we wanted to; we were really 
not confined, you know, but within 
the district, do you see, where we 
wanted to select our lands there was 
about, well, I would think, nearly 
350,000 just speaking roughly. And 
he would withdraw a portion of that. 
Then the Barr colony came out of 
it, too. 

Q.—You, perhaps, had some cor- 
respondence in connection with that 
withdrawalP A.—No, I think that 
all took place in Winnipeg in an in- 
terview with Mr. Griffin. 

Q.—Before or after you had select- 
ed? A.—Well, I couldn’t tell you, 
it may have been during the process 
of selection. It took some time for 
us to make the selection. 

_Q.—Could you, if you had a little 
time to reflect, recall whether it was 
before or after you had selected or 
in the process of selection? Ae 
Well I don’t know if I could recall it 
or not. However, I shall use my 
efforts to recall and if I do I shall 
let you know. 

Q.—You used an expression a mo- 
ment ago, that Mr. Griffin had “got 
on to the route of the Canadian North- 
ern.’’ What did you mean by that? 
A.—Well, he had I suppose learned 
which way. 

Q.—Learned what you had found 
out in Toronto? A.—I suppose go. 

Q.—I gather from that, that you 
and Mr. Pope had not disclosed your 
knowledge of that route when you 
were bargaining with Sir Thomas 
Shaughnessy and Mr. Griffin? Would 
that be right? A.—You are not 
very far from the truth, now. 

Q.—It is absolutely right, is it not? 
A.—I think so. Of course we didn’t 
Ae under any obligation to disclose 
it. 

Q.—I am not suggestin 7 
did? A.—No. ea she A a 

Q.— Then did Mr. Griffin also as- 
certain or did he suspect that you had 
had this information at the time that 
he was dealing with you? A.—I don’t 
know anything about that. He didn’t 
make that intimation. 

Q.—He did not make that a factor 
in the withdrawal of this area? A. 
—No, not at all. Mr. Griffin said, 
“Now the Canadian Northern is go- 
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ing up there right through these 
lands and it is going to make them 
very valuable and”’ he said, ‘‘I think it 
is my duty to retain a certain portion 
of those lands for the Canadian Paci- 
fic Company and,’’ he said, you know 
he took them out of the block. You 
see we really only had 200,000 acres, 
that is all we had made application 
for and all they had agreed to give 
us, 200,000 acres, but he took those 
out before we made the selection in 
order that they should have fair play 
with us in the selection of their lands. 
I don’t think anything turned on the 
question of the goodness of the soil, 
the character of the soil; I think it 
was principally with respect to its 
proximity to the road, you know. 

Q.—I think you now answer what 
I asked you a moment ago? A.—Whe- 
ther it was before or after? 

Q.—Yes? A.—Yes, because you 
know I could not recall the time, but 
now that 1 recall the circumstance, 
do you see, it shows me that it was 
before we made the selection, I think, 
except that we may have indicated 
and probably did, indicate to him, 
some of the lands we had already de- 
cided upon, and he may have said, 
‘‘Well now, you will have to give up 
some of those because I think the 
company should have a proportion of 
those.”’ 

Q.—Come back now into the cur- 
rent of the narrative again. After 
your interview with Sir Thomas 
Shaughnessy and the others in Mon- 
treal, your next step naturally would 
be, selecting the lands. When did you 
go West with that object in view? A. 
Oh, pretty nearly immediately. 

Q.—That would be before the be- 
ginning of the year 1904? A.—Yes, 
before the year 1903, I think. 

Q.—1903, I meant. That would be 
probably in December? A.—Well, it 
might have been earlier. 

Q.—It might have been in Novem- 
ber? A.—Yes, it might still have 
been in November. 

Q.—Who went? A.—Mr. Pope and 
iz 


Q.—What was the course you took 
in making these selections? A.—We 
got the Government reports and we 
got some information from the Can- 
adian Pacific reports; we got .some 
information from individuals, men 
who knew the country, and upon that 
we made up our selection. 

Q.—You did not go upon the lands 
themselves? A.—We did not, no. 
We intended to go upon the lands 
when we left the east, but when we 
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got there it was so very cold and late 
in the season that we thought we 
would rather do it at long range. 

Q.—Will you tell me, besides the 
Government and C. P. R. reports, 
what other information you had access 
to or got? A.—There were several 
persons there, I don’t recall their 
names now, who knew the country to 
some extent, and we had these people 
in and went over the lands with them. 
That was all we did. 

Q.—When you say people, people 
of what sort, people who had travelled 
over the land? A.—Yes, people who 
had travelled over the lands, men who 
were conversant with the country. We 
wanted to get a general idea of whe- 
ther the lands were very much broken 
and that sort of thing. These men, I 
Jon’t think, had examined the soil 
at all, but our idea was to get lands 
as smooth as possible, you see. 

Q.—How long did it take you to 
make the selection? A.—Oh, we 
were there some weeks, I don’t know 
how long. 

Q.—When you say some weeks, do 
you mean as much as a couple of 
months? A.—Oh no, we were not 
there that long. 

Q.—Six, four or three weeks, about 
how long? A.—Well, I think we were 
there three weeks at least, I cannot 
say. I know we came away before 
Christmas anyhow. 

Q.—You came away before Christ- 
mas? A.—I think we did. 

Q.—So it was within a small com- 
pass? A.—Oh yes, within a small 
compass. 

Q.—What did you do by way of 
communicating your selections to the 
C. Py Re wdid“you" mark a amap ey or 
what? A.—TI think that was the way 
it was done. 

Q.—You marked a map with the 
lands that you had selected? A.— 
Yes, I think so. 

Q.—And how much did you select? 
A.—We selected a couple of hundred 
thousand acres, about that. 

Q.—Was it 200,800 acres? A.—It 
might have been. 

Q.—I suppose you would recognize 
it if you saw it in a statement you 
had rendered? A.—Oh, I daresay. 

Q.—That is what I have seen as a 
statement rendered to your associ- 
ates? A.—Yes, I don’t think it was 
exactly 200.000 acres. 

Q.—200,800 is the figure that we 
have among the papers here? A.— 
Well, I suppose that would be correct. 
There was a difference. After we had 
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selected, the C. P. R. had sold some 
lands out of these; there was a change 
backward and forward; they had sold 
some of these sections that we had se- 
lected after we had selected them and 
I suppose before they had informed 
their agents in the locality, do you 
see, that these lands were sold and 
were held by us, and in some in- 
stances, I think, they gave us other 
sections for them. They said here 
we will give you this section, and of 
course we were not making any fuss 
about a section or two. 

Q.—In the result you acquired 200,- 
800 acres? A.—Along in that neigh- 
borhood. 


Q.—Then were there certain lands, 


which you had information about in 
the course of compiling this informa- 
tion, that you did not select? A.— 
Oh yes, there was a great deal of 
country we did not select. 


Q.—I have reference now—so that 
you may direct your attention to that 
—to the block of 17,000 acres? A.— 
But don’t you see, Mr. Shepley, we 
could only take 200,000 acres under 
this option; we took out that 200,000 
acres and there was a great deail of 
land left still belonging to the C. P. 
R. There was a matter of 17,000 
some odd acres that we did not take. 


Q.—What I am asking you about 


is, whether or not that 17,000 acres 
was land as to which you compiled 
information while you were selecting? 
A.—Oh yes, we compiled information 
with respect to the whdle of the terri- 
tory, through there, as far as we 
could. It was not culls, as has been 
already said here. 


Q.—The expression that was used, 


I think by you or Mr. Pope was .- 


‘lands that were cut out from the 
selection ?’’ A.—yYes, cut out. 

Q.—‘‘As being inferior ?’’ A.—I 
don’t know that it was inferior. It 
was land that—I think we were more 
particular with respect to location 
than quality—lI think location was our 
main point. 

Q.—I would include that in the 
word inferior; inferior in location as 
well as quality? A.—Yes, I would 
not like to say—you know after all, 
Mr. Shepley, these surveyor’s reports 
that we were going on, are not abso- 
lutely accurate. 

Q:—Of course not, but exercising 
the best judgmentt you had at the 
time you thought the 200,800 that you 
selected were the pick of what you had 
information about? A.—After they 
had taken out their amount, yes. Oh 
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yes; of course we thought that was 
the best land. More particularly with 
Beso to location than quality of 
soil. 

Q.—And in that sense perhaps it is 
not quite accurate but it comes pretty 
near to it, if we say you rejected the 
17,000 acres? A.—Yes, but you know 
the stone that is rejected sometimes 
becomes the chief of the corner. So 
it might be they were—I would not 
like to say they were not—even su- 
perior to the rest of it. 

Q.—We will hear perhaps a little 
more about that as we go on? A.—All 
right, I am very glad to get any in- 
formation I can. 

Q.—Was this block of 17,000 acres 
adjacent to or contiguous to the 200,- 
000 you had selected? A.—Oh yes. 

Q.—When you had made your se- 
lection did you enter into a contract 
with the C. P. R.? A.—Yes. 

Q.—And where is that? A.—Well, 
I don’t know. I have no knowledge 
as to the contract—as to any written 
contract. You see we did not make 
a payment until later. 

Q.—The thing was ripe then for 
you and the C. P. R. to become bound 
to each other by a contract? A.—Yes. 

Q.—You see that, of course? A.— 
Yes. 

Q.—Then it would seem again rea- 
sonable that one would expect a con- 
tract to be made? A.—Yes. 

Q.—What do you say to that? Do 
you say there was or was not or that 
you do not recollect? A.—I do not 
recall that there was at that time any 
written contract at all. There may 
have been a contract later, but I don’t 
think that at that time when we in- 
dicated the selection. 


Q.—Will you make a jotting of that, 
please; ‘‘Contract with C. P. R. after 
selection.’’? And at the same time say, 
‘“‘Any maps showing the land select- 
ed.’”’ Well, then you were now ready 
to commence to put your lands upon 
the market? A.—Yes, we were ready 
now to sell. 


Q.—I do not want to delay you or 
take up the time of the Commission 
unnecessarily. I will ask you to go 
at once to the negotiations which re- 
sulted finally in your disposing of 
your option? A.—Well, we were 
anxious to sell the lands, of course. 

Q.—When was your first payment 
due, do you remember? A.—Well, 
there was a question as to that, do 
you see, as to our having to pay a cer- 
tain amount, $20,000 I think. I 
think we were notified in February 
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—some time in February, it strikes 
me—that this money would have to 
be paid as a sort of guarantee of good 
faith that we would carry out. 

Q.—A sort of deposit upon the con- 
tract? A.—Yes, a deposit upon the 
contract. We had understood, you 
know, that we did not have to pay 
anything until June, but we _ were 
called upon I think in February, some- 
time, to pay $20,000. 

Q.—When you were called upon to 
pay the $20,000 had your syndicate 
extended any further than you have 
told. me? ‘That is were there more 
veople in it? A.—Yes. 

Q.—Who were in it then? A.— 
Well, there were several persons; 
some friends of mine, I had taken iy, 
and I think some friends of Mr. Pope. 

Q.—Who were they? A.—There was 
a gentleman of the name of Parker. 

().—Was he one of your friends? 
A.—Yes. 

Q.—Who is he? A.—He is a gen- 
‘leman in the City of St. John. 

Q.—Has he a first name? A.—Yes, 
his name is George, a very good first 
name. 

Q.—I have always thought so? A. 
—So have I. 

Q.—A good name to till land with? 
A.—Supposed to be a husbandman, 
yes. There was a Mr. McLeod. 

Q.—Who is he? A.—A gantleman 
who lives in my town, a friend of 
mine, Mr. Samuel A. McLeod. There 
was‘a gentleman of the name of Par- 
lee. 

Q.—Who was he? A.—A gentleman 
who lived in my town as well, and a 
partner of mine. There was Mr. 
Pugsley, a friend of mine who lived 
in my town. 

Q.—Which Mr. Pugsley is that? A. 
Not the Attorney-General, a rela- 
tive of his, Mr. A. B. Pugsley. Then 
I understood with Mr. Pope that there 
was some friend of Mr. Pope’s also 
taken into the syndicate which made 
the membership up to ten. 

Q.—What was Mr. Pope’s friend’s 
name? A.—I don’t know. 

Q.—You never did know, or have 
forgotten? A.—No, I supposed it was 
going to be a man of the name of 
French, but I did not know and I 
don’t know that I ever paid any par- 
ticular attention to that at the time. 

Q.—It was supposed then to be a 
syndicate of tenP A.—Supposed to 
be a syndicate of ten. 

Q.—When had these alterations in 
the membership of the syndicate taken 
place? A.—There never was any al- 
teration, don’t you see, in the syndi- 
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cate, because these gentlemen were 
in aS soon as there was a syndicate. 
When we four were talking there was 
no formation of a syndicate at that 
time; not at all. 

Q.—You thought the number ten 
may have been mentioned then? A. 
—Well, it may have been, I would 
not say it was not, you see. Then we 
came down to Toronto and Mr. Peu- 
chen was taken in. 

Q.—That made five? A.—And Mr. 
Lester had been spoken to, and Mr. 
Lester could come in, if he wished. 
We were to see his son, I think, in 
Montreal. Mr. Lester was an English 
gentleman but had a son in Montreal. 


‘He had business connections in Can- 


ada and we thought he would be a 
good man to have in, and he was seen, 
the son was seen, but the father had 
evidently decided not to go in, be- 
cause he did not come in. Hach of 
us put up $200 as a preliminary. 

Q.—Each of the five? A.—EHach of 
the ten. 

Q.—Then at the time the prelimin- 
ary expenses were put up, you must 
have had these other gentlemen in 
your mind?P A.—Why, certainly. 
They gave their money, they paid 
their money. 

Q.—Then when were they brought 
in? A.—They were brought in dur- 
ing the time that the negotiations for 
the purchase of the 200,000 acres was 
going on. 

Q.—Before you had come to To- 
ronto? A.—Oh no. 

Q.—After you had gone east? A. 
—Certainly, after we had gone east. 
IT had not seen them until after we 
had gone east.- You see here was the 
fact: the land was being disposed 
of very rapidly in the west and I 
supposed and Mr. Pope supposed as 
well that we would have no difficulty 
if we got an option on this land in 
disposing of it. Now there had been 
some preliminary expense in connec- 
tion with that. I was anxious that 
my friends should share, 1t there was 
going to be any money made with 
respect to this matter, and I asked 
them to come in and join the syndi- 
cate. Which they did. They were 
not men that were able to pay for 
this tract of land, this whole tract 
of land. Neither was Mr. Pope nor 
myself. But we did not expect to 
have to pay for the whole of this 
land; we expected to dispose of it be- 
fore we would have to pay for it. 

Q.—I quite appreciate that? A.— 
Exactly. 
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Q.—And I am not criticising the 
fact that you had preliminary ex- 
penses, not venturing to criticise it P 
A.—No, I hope not. 

Q.—I want to get who the people 
were who put the money up and you 
have told me? A.—Yes, exactly, 
these are the gentlemen who put up 
the money. 

Q.—These gentlemen who put up 
$200 dach for the preliminary ex- 
penses? A.—We raised $2,000. 

Q.—And that constituted a fund 
that paid your expenses in going 
about and looking after the matter? 
A.—That is what it was intended to 
pay. ‘ co 

Q.—I am not offering any criti- 
cism about that? A.—It is not a 
matter that is subject to criticism; it 
is a perfectly fair and _ legitimate 
business transaction. 

Q.—Whether it is or not, I am not 
offering it. Then, we had got to the 
point at which I was asking you to 
tell me about the negotiations ~you 
entered into which resulted in dis- 
posing of the property. A.—Yes. 

Q.—And you had told me _ some- 
thing about the first payment being 
called for in February, when you did 
not expect it. A.—Yes, we got the 
intimation in February. I think 
they asked us to put up the payment 
in March. $20,000, I think it was. 
That meant a considerable amount of 
money. 

Q.—It meant $2,000 a piece? A.— 
Yes, $2,000 a piece for each of the 
ten. And we did get that put up, 
but we didn’t put it up in March, I 
don’t think. I think it was put up 
later. I don’t think it was put up 
until, I think it was in April. 

Q.—Tell me how you raised the 
$20,000? A.—Three of the mem- 
bers of the syndicate put up their 
money. 

Q.—What three? A.—Mr. Peuch- 
en—no, Mr. Peuchen did not at that 
time; I was wrong; we got that fin- 
anced for him. But Mr. Lefurgey put 
up his $2,000 and Mr. Bennett his 
$2,000 and we got’ Mr. Peuchen’s 
money financed for him. He _ was 
away, I think at the time and it was 
either put up or get out of the syn- 
dicate and, therefore, we financed it 
for him. 

Q.—You wanted $16,000 in addi- 
tion to the $4,000 you got from the 
two. 


Q.—Then how did you finance that . 


$16,000? A.—Again, I want to say, 
Mr. Commissioners, that this is car- 
rying this investigation very far, 
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when you ask my private business, 
which can possibly have no bearing, 
absolutely none upon this case. 

Q.—You see, Mr. Fowler, you are 
too acute a man not to understand 
that your judgment as to its relev- 
ancy cannot be substituted for the 
judgment of the Commissioners? A. 
—I quite know that, and I am acute 
enough also to know why this inform- 
ation is sought for. I am _ acute 
enough ‘also to know that. 

Q.—Now, having protested, will 
you go on and tell me how you fin- 
anced the $16,000? A.—If the Court 
rules that I must, I will. 

JUDGE MacTAVISH: I think the 
question should be answered. A.— 
Well, Mr. Pope. as I understand it, 
got Messrs. Mackenzie and Mann to 
endorse our note. 

MR. SHEPLEY: Whose note? A. 
—Mr. Pope’s and mine. 

Q.—The names of the other gentle- 
ment, your friends and his, did not 
appear? A.—Did not appear, no, on 
that note. 

Q.—Have those names appeared in 
any paper or document? A.—Well, 
you see there wasn’t any name to ap- 
pear. Nobody’s name anneared. We 
didn’t sign any document. We had 
no document signed among us. 


Q.—Then you have answered my 
question; there was no document 
signed among you or any two or 
more of you? A.—Of the syndicate, 
not that I recall. 


Q.—Make a note of that, please, 
and see if you can find anything of 
that kind? A.—There certainly was 
never one signed by all of us and I 
don’t recall at that moment any docu- 
ment, but there may be one. You 
say ‘“‘document signed by members of 
syndicate.”’ 


Q.—Yes, or any of them; not by 
all members necessarily, by any of 
them. A.—‘‘Or any of them.” 


Q.—For instance, any declaration 
of trust by yourself and Mr. Pope in 
respect of the matter; anything of 
that kind. A.—Yes. I don’t think 
we ever made any, Mr. Shepley. I 
don’t think so. It may not have 
been done in a very businesslike way, 
perhaps. 


Q.—Then this note was given and 
endorsed as you say—did you tell me 
by whom? A.—Mackenzie and Mann. 

Q.—And what was the arrangement 
you made with Mackenzie and Mann? 
A.—I didn’t make any arrangement 
at all with Mackenzie and Mann. 
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Q.—What arrangement was made 
with them? A.—I couldn’t say as 
to that. I understood that if we had 
to take the whole property; that is, if 
we had to pay for the whole of the 
property, they were to finance it for 
us and to take an interest, take a 
portion of our interest. That is they 
were to finance these seven interests. 


Q.—Finance these seven interests. 


A.—The seven interests. 

Q.—Other than Bennett’s Lefur- 
gey’s and Peuchen’s? A.—Yes. 

Q.—Peuchen was expected to 
stand upon his own legs? A.—Yes, 
we did finance his first payment. 

Q.—But that was because he hap- 
pened to be away? A.—Because he 
Was away. 

Q.—But you did not expect any- 
thing else than that he would con- 
tribute his proportion? A.—Exactly. 
We expected he would. 

Q.—But Mackenzie and Mann 
would finance for the other seven 
members of the syndicate? A.—Yes. 
Of course I did not make any arrange- 
ment. I never had any discussion 
with them about it, but I understood 
that was the agreement. We were 
to hold these lands, you see, and sell 
them, retail, that is what was ex- 
plained to me, ‘‘we will hold these 
lands and retail them and they will 
carry us through for this _ seven- 
tenths.’’ 

Q.—What interest were they to 
have for doing that? A.—I under- 
stood that they were to have half of 
the interest. _ 
etary: the seven-tenths*® A.— 

es. 

Q.—That is what you were inform- 
ed? A.—Yes. Of course that was not 
carried out, 

Q.—Mr. Pope will give us the in- 
formation with regard to that? A.— 
Oh yes, he can give you all of that. 
He knows and I do not. I am only 
giving you from second hand. 

Q.—What was carried out was the 
endorsation of your note? A.—Yes. 
They never paid it, you know. We 
paid it. 

Q.—What came next? A.—I may 
say now that Messrs. Mackenzie and 
Mann never paid any money on ac- 
count of us. They simply endorsed our 
note, that was all they ever did. We 
paid the note ourselves. Then what 
were you going to say? 

Q.—I was asking you what next? 
TI am now endeavoring to pursue the 
inquiry into your dealings with the 
people with whom you dealt in the 
end? A.—yYes, well, we had asked a 
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firm or had had some talk with a firm 
in Winnipeg about trying to sell the 
land; a real estate firm; and they had 
been unable to sell, when some time, 
I don’t know when, I was asked to 
come down to Toronto, that there was 
a real estate concern here, wanting to 
negotiate for our lands. 


Q.—Who asked you to come? A.— 
Oh, I cannot tell you. I may have 
got word from Mr. Pope to come. I 
wouldn’t say who it was. It may have 
been from some other member of the 
syndicate. At any rate I came here 
to Toronto—I don’t recall the circum- 
stance of coming, I only know I was 
here, and I suppose I was asked to 
come. 

Q.—Who were here with you of your 
syndicate? A.—I think Mr. Pope 
was here and myself. 

Q.—And Mr. Lefurgey? A.—Mr. 
Lefurgey was here at one time, yes, 
and Mr. Peuchen was here. 

Q.—He lives here? A.—Yes, he 
lives here, but he was present at the 
negotiation. Whether Mr. Bennett 
was there or not, I do no know. 


Q.—Then you came here, as you sup- 
posed, on an invitation to meet a pos- 
sible purchaser? A.—That is as near 
as I could remember now, how I hap- 
pened to come. 

Q.—That sounds quite reasonable, 
Mr. Fowler. Then tell me about the 
meeting, please? A.—Now, do you 
know, I cannot tell you very much 
about it. I know Mr. Curry was 
there, and there was another gentle- 
man whose name I do not recall, but 
it seems to me it was Mr. Dale or 
some such name as that. 

Q.—yYes? A.—TIs that the name? 

Q.—Mr. Wilson has said so? A.— 
I think that was the name, but I 
don’t remember having seen the gen- 
tleman since, and I don’t recall much 
about him. There was some discus- 
sion about selling these lands. 

Q.—Did you ascertain at that time 
what sort of party it was that you 
were negotiating with? A.—What 
sort? 
Q.—Yes, whether a strong financial 
party? A.—They were very gentle- 
menly looking men. I don’t know 
that I— 

Q.—What was the negotiation 
about? What was the proposition 
that was being discussed? A.—Well, 
we wanted a dollar an acre advance 
on the price we had paid for the lands; 
we wanted returned to us the money 
we had already paid to the O.P.R., 
which was, I think, about $60,000. 
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We wanted that returned. Yes, we 
had paid $60,000 on the first pay- 
ment. 

Q.—Then a second payment must 
have become due? A.—Oh, there 
were three payments. I think those 
three payments were due before we 
ever had any talk with those people, 
and were paid. 

Q.—The whole three? 
think they were. 


Q.—You mean up to $60,000? A. 
—Yes. When I say payments, I mean 
the three instalments of the first pay- 
ment. = 

Q.—The three instalments of the 
first payment of $60,000? A.—The 
whole of the payment would be over 
$100,000, but we had paid $60,000 in 
three instalments as J recall, of $20,- 
000 each. 

Q.—You had $56,000 still to pay? 
A.—Yes. 

Q.—That was not due? A.—No. 

Q.—But the $60,000 that had fallen 
due you had paid? A.—Yes. 

Q.—At that time there must have 
been a contract fixing the dates when 
the payments would fall due and the 
amounts of them? A.—Well, I would 
think so, but I don’t know why it is, 
I cannot recall about that contract. 
If I could, of course I would tell you, 
there isn’t any reason why I should 
not disclose it, not the slightest, be- 
cause we prove the contents of it. 

Q.—I dare say as we get on a good 
many things will come to your recel- 
lection that will enable you to help 
me a great deal if you will earnestly 
try, and I am sure you willP A.— 
Well, I don’t think you should know 
anything at all about it, if you want 
me to be perfectly frank. 


Q.—I understand you are yielding, 
with your customary grace, to the rul- 
ing of the Commissioners? A.—And 
with exceeding regret. 


Q.—But still, gracefully? A.—Well 
I always try to do a thing as grace- 
fully as I can. 


Q.—Then let us drop that behind 
us, if you will, and let us make pro- 
gress, understanding that the point 
has been ruled upon. With respect to 
the other $40,000 that you had paid, 
was that financed in the same way? 
A.—yYes, exactly. It had all been done 
by notes. 

Q.—Had Mr. Bennett, Mr. Lefur- 
gey and Mr. Peuchen put up their 
shares? A.—I don’t know how they 
did it. As far as I know they put up 
their money. I don’t know whether 
they made notes or what they did. 


A.—Yes, I 


‘ 
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Q.—At all events they were no 
parties to your arrangementP A.— 
Oh no, they were not parties to this 
other. I was acting on behalf of my 
friends, do you see? 


(Adjourned to two o’clock.) 


AFTERNOON SESSION. 


Resumed at 2 p.m., October 12th, 
1906. 


Examination of George W. Fowler, 
M.P., continued : 


MR. SHEPLEY: You were telling 
us about your visit to Toronto and 
your meeting with some gentlemen in 
connection with the New Ontario 
Farm and Town Sites Syndicate, and 
you have told us that you recollected 
Mr. Curry, and you recollected a gen- 
tleman whom you thought was Mr. 
DaleP A.—Yes, I just saw him the 
once, and I do not remember ever 
seeing him since, but I think that 
was the name. 

Q.—That you think Mr. Pope was 
present at all events on one of the 
occasions you mean and Mr. Lefur- 
geyP A.—Yes. 

Q.—Give us the progress of the 
negotiations as they went on, what 
was the proposition that was being 
put at that time? A.—Well, our 
proposition as I remember it was that 
we were to have an advance of $1 an 
acre over the price we had agreed to 
pay, and a return of the moneys we 
had paid to the C.P.R., and then I 
think they were discussing about’ the 
matter along those lines, I do not 
recall very much the discussion. 

Q.—Did you form an idea then dur- 
ing these negotiations as to the capa- 
bility of the syndicate you were deal- 
ing with, the Town Sites Syndicate, to 
deal with that proposition? A.—My 
impression is now that it did not look 
as though they were going to be able 
to carry the thing out, that is my 
Hae ae as nearly as I can remem- 

er. 

Q.—You were not impressed very 
much with their strength? A.—No, 
I don’t. know that I was. 

Q.—You wanted of course to deal 
with a concern of sufficient financial 
strength to make the thing a perfect 
success? A.—Yes. 

Q.—Then what was the next stage? 
A.—Well, it seems to me that later 
we met, whether it was during that 
visit to Toronto or at a later time 
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I cannot recall, but I think later we 
met Mr. Wilson and Mr. Foster, I 
think Mr. Foster—did I name Mr. 
Foster as being present before? 

Q.—Not yet? A.—I think he was 
present at that Town Sites meeting, 
in fact I know he was now. 

Q.—Do you know how he came to 
be there? A.—No. 

Q.—He was not there at your in- 
stance? A.—No, I had never thought 
of them in connection, that is the 
Union Trust people or any one in 
connection with the matter at all. 
What led up to this meeting was out- 
side me altogether, I had not any- 
thing to do with arranging for this 
meeting at all. 

Q.—You were brought into contact 
perhaps at a second meeting, that is 
not very material, with Mr. Wilson 
and Mr. Foster? A.—Yes. 

Q.—And did matters commence to 
move? A.—Matters began to assume 
definite shape then. 


Q.—Go on and tell us what shape 
the negotiations— A.—I do not re- 
member all the discussion. but I re- 
member we discussed the question of 
the sale of the property to them, and 
as to the terms, I do not think there 
was ever any question about the ad- 
vance, you see, about the $1 an acre; 
we simply would not do any better, 
that was all; that was our best offer 
and we felt that we could in some 
way swing the thing through, at any 
rate we were going to try, and un- 
less we got out of it we felt we were 
not getting enough. It was nearly 
then six or seven months, and pro- 
perty was constantly advancing, ‘and 
so we were perfectly firm on that 
point, and I do not recall] that they 
tried to induce us to take a lesser 
sum, but what we did discuss was 
whether we were to have interest on 
deferred payments or not, and then 
the question as to stock in the new 
company that was to be formed to 
take this over. J understand that the 
Town Sites people were out of this 
entirely and did not know anything 
about any arrangement that was made 
with them, between the new company 
and the old Town Sites Company, did 
not know there was any arrangement, 
and do not know yet. 

Q.—At all events you did not con- 
sider you were dealing at that stage 
with the Town Sites people at all? A. 
—Not at all. 

Q.—You were dealing directly? A. 
—With these individuals, a certain 
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syndicate as I understood it, that 
there was a certain syndicate. 

Q.—You understood who they were 
—there was Mr. Wilson, Mr. Foster 
and who else? A.—I don’t know; I 
have seen in the evidence where Mr. 
McGillivray’s name was mentioned ; 
but I do not recall him at all in the 
transaction. 

Q.—You were dealing directly with 
Wilson? A.—I think they were the 
only ones I saw, Foster and Wilson; 
mind you I would not say Mr. Mc- 
Gillivray was not there. When I 
saw that evidence I tried to recall 
whether I remembered him being there 
or not and I could nov. 


Q.—You were to get an advance of 
$1, and then there was a discussion 
about interest upon the deferred pay- 
ments? A.—Yes, and also as to the 
question of stock. 


Q.—And how long were you _§ar- 
ranging it? A.—I do not remember. 


Q.—Were you in Toronto for some 
days? A.—I cannot tell vou that, 
Mr. Shepley, but I would fancy we 
were here more than one day but I 
would not swear positively. 


Q.—Did the thing assume its final 
form so far as you were concerned on 
that day, did it reach a finality— 
there was a final form later, but did 
it reach a finality as between you and 
Messrs. Foster and Wilson? A.—I-* 
cannot say as to that, I could not tell 
you just whether we did do that in 
one day or whether we were longer, 
but I think we were more than one 
day, that is my impression, but it is 
merely an impression, whether it got 
—it seems to me it could not have} 
because I think there were draft agree- 
ments—Oh I think the negotiation 
must have covered some length of 
time. 


Q.—One would think that was rea- 
sonable too? A.—I think it must 
have covered some length of time, be- 
cause I remember a draft agreement 
being submitted to me and looking it 
over and making some corrections in. 
it, I think that was sent down to me 
at my home. 


Q.—That is perhaps the document 
Mr. Curry handed to me this morn- 
ing, do you remember whether the 
paper itself was passing between you 
and Mr. Curry or between you and 
some one else? A.—I fancy that pro- 
bably Mr. Curry would prepare the 
draft and send it to me. 
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Q.—For whom did you understand 
Mr. Curry to be acting, for the Town 
Sites P A.—He was originally, but 
whether he acted afterwards— 

Q.—You have told me you did not 
think you were dealing with the Town 
Sites Syndicate at all? A.—Latter- 
Ly ano: 

Q.—And you don’t think you ever 
did have a bargain with them, per- 
haps? A.—TI will tell you now the im- 
pression I have was that after some 
negotiations with these gentlemen, 
Mr. Curry and Mr. Dale and some 
others that it appears to me saw they 
were not able to carry the thing out, 
and whether we had a draft agree- 
ment with them or whether there was 
an arrangement come at there was 
certainly a statement made as to what 
we would do, and there may have 
been a draft agreement submitted to 
me from them before a final arrange- 
ment was made with the Great West; 
I think these negotiations extended 
over some length of time. 

Q.—As to what you were dealing 
with, Messrs. Foster and Wilson, were 
you dealing with your whole proposi- 
tion? A.—There was no question of 
our whole proposition at all, we gave 
them a schedule of the lands, the par- 
ticular lands of the section that we' 
were selling them, we were not in- 
isisting on giving them all the lands. 

Q.—Did they suppose you were? A. 
—I do not know what they supposed. 
I never told them so. 

Q.—Did you tell them you were 
keeping any? A.—No, nor did not: 
tell them we were giving them all 
either. 

Q.—And you were speaking of the 
proposition which you had been financ- 
ing, and which you wanted to swing? 
A.—yYes, and it did not necessarily 
follow we wanted to sell the whole of 
it. 

Q.—You were saying at all events 
you would have an advance of $1? 
A.—$1 an acre on the land we sold, 
we were not actually giving a lump 
sum to the C.P.R., but we were pay- 
ing at the rate of so much per acre, 
$3.50 an acre, we were not making q 
contract for a lump sum, but for so 
much an acre, and we submitted a 
schedule of lands when we made the 
final arrangement. I do not know 
what was done—I do not remember 
all the other—and we submitted a 
schedule and said, ‘‘Here are the lands 
you will take.’’ 

Q.—How did yon select those? A. 
—You mean those we retained ? 
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Q.—Well, either those you retained 
or those you gave? A.—Just from the 
map, scattered them through the dis- 
trict. 

Q.—And you did not say anything 
to think that would lead them to sup- 
pose you were retaining any? A.— 
No, I don’t think we did. 

Q.—Did you think at the time that 
they understood they were getting all 
you had selected? A.—I don’t know 
what they thought, I never asked them 
with respect to that. 

Q.—What did you think? A.—I 
did not think anything about it, I 
was prepared to tell them if they 
asked me with respect to the matter 
but they did not ask any question, 
and I told them—I gave them good 
value for the money they paid. 

Q.—That is not exactly what I am 
asking you, I am asking you whether 
you supposed that they believed them- 
selves to be dealing with the whole 
selection you had made? A.—I did 
not have any supposition upon the 
matter at all. 

Q.—And it did not enter your mind 
to think about it? A.—I neither 
thought nor cared. 

Q.—I am not concerned with 
whether you cared? A.—I say I never 
cared with respect to them, I was sell- 
ing them so much land, I was pre- 
pared to give them the different sec- 
tions of land at the price, and a price 
at which they could make a lot of 
money, and if I had been— 

Q.—That is not our concern, what 
I am trying to find out is what passed 
in your mind with regard to the re- 
tention by you of the portion of the 
land? A.—With respect to what they 
may have thought or not thought I 
had no particular thing in my mind, 
I proposed to retain a certain amount 
of the land. 


sent aaa not say so to them? A.— 
O. 

Q.—And you had not at any time 
during the negotiations indicated to 
them that they were not given all 
that you had selected? A.—Why no, 
I did not. 

Q.—Did you intend them to sup- 
pose they were getting it allP A.— 
T did not intend them to suppose, I 
had no intention about the matter at 
all, IT did not care a continental as 
far as IT was concerned: I was giving 
them this much land described, spe- 
cified. 

Q.—Did you intend them to suppose 
they were getting the whole of the 
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intention with respect to the matter. 

Q.—Had you an intention that they 
should suppose that or an intention 
they should understand they were not 
getting the whole of the land you had 
selected? A.—My intention was I did 
not care what they supposed or what 
they did not suppose with respect to 
the matter. 

Q.—That is not what I askP A.— 
That is my answer, and I submit it is 
a fair answer. 

Q.—Did you intend they should sup- 
pose they were getting all the lands 
you selected? A.—I say I had no in- 
tention with respect to the matter 
and that is a perfect answer to it. 

Q.—Did you intend them to under- 
stand they were retaining any of the 
land? A.—I say again I had no in- 
tention with respect to the matter. 

Q.—Is that the only answer you are 
going to give me? A.—That is the 
only answer. 

Q.—And you will not quarrel with 
any one who puts his own interpreta- 
tion upon that? A.—I would have 
no right to quarrel with anybody; you 
can make whatever inferences ‘you 
wish, I cannot help that and if the 
matter becomes a subject of debate I 
shall take whatever line I see fit to 
as to the interpretation. «@ 

Q.—Why did you not tell them you 
were retaining some of the land? A. 
—Why should I? 

Q.—Why did you not? A.—Whv 
should I? Because I did not consider 
it necessary. If you sell a parcel of 
land it does not follow you have to 
tell him all the properties you own 
throughout the country. 

Q.—Did you make another copy of 
the map than the one in which your 
selections were indicated in order to 
hand that map to them? A.—I do rot 
remember doing that. 

Q.—Do you say you did not? A.— 
IT don’t think I did. I would not say 
positively I did not give them a map 
showing the lands they were to re- 
ceive. I would not say that, but I 
never told them that was all the lands 
we got, which is a different thing. 


Q.—And that map did not show all 
the lands you had selected? A.—If it 
was a map showing the lands they 
were to receive it certainly did not. 

Q.—Did you intend them to under- 
stand when you handed them the map, 
if you did so, that that was the map 
showing the selection? A.—I intended 
them to understand that was the map 
showing the lands they were to re- 
ceive. 
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Q.—Did you intend them to under- 
stand it was the map showing the se- 
lection? A.—I had no intention with 
regard to that. 

Q.—Did you tell them it was a diff- 
erent map from the one showing your 
selections? A.—No; if I gave them 
such a map I did not. 

Q.—How did you proceed in mak- 
ing the selection of the land you re- 
tained? A.—From the map I say, 
from the lands that we had. 

Q.—And the reports that you had? 
A.—No, not from the reports. 

Q.—From the information you had? 
A.—Probably from information, nat- 
urally from the information. 

Q.—Were you retaining the lands 
that you thought were about the av- 
erage or the lands you thought were 
about the best? A.—I did not know 
as to quality. 

Q.—As to location or as to any- 
thing else? A.—Those lands that we 
retained were lands that were as near 


to the railway as any they got. 


Q.—And nearer than most? <A.— 
Nearer than a great many. 

Q.—Nearer than most? As Ves, 
that is true. 

Q.—And they were retained in the 
way they were retained probably be- 
cause they were the most advantage- 
ous in your view? A.—Yes, I dare say 
that. 


Q.—Is that fair? A.—yYes, I dare 
say that is fair enough. They were 
not any better lands than the others; 
they were just average lands, and they 
may not have been as good in point of 
quality, but these lands were as near 
as any they got, there would be some 
perhaps further away than some would 
be, because of course it was a large 
block that was sold and a very small 
block that was retained. 


Q.—Did you have a new set of con- 
tracts or papers drawn between you 
and the C. P. R. when you came to 
deal with these people so that you 
could present them an option for 200,- 
000 acres of land or less upon which 
you could put the lands that you did 
not retain or did not intend to retain 
and not the others? A.—As I have 
told you the agreements with the C. 
P. R. I do not recall that we ever 
had any writing, but the one set of 
agreements, I think the other was 
simply a verbal option and then when 
the money was paid it was just a re- 
ceipt given for the money, that is my 
remembrance of the thing, but that 
is subject to correction if it is not 
correct. 
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Q.—Do you recognize that document 
(Exhibit 483)? A.—Of course this is 
not an original document which you 
show me, this is a copy. (Referring 
to copy of agreement between the C. 
P. R. and Pope & Fowler, part of 
Exhibit 488). 

Q.—Do you recognize it from its 
contents? A.—It purports to have 
been signed by Mr. Pope and myself, 
and I dare say that is all right. I do 
not find any fault, that is the list of 
lands 


Q.—That is the list of what lands? 
A.—Owned by the Pope Syndicate and 
sold to the Syndicate, that is what 
it says here. I suppose that means the 
syndicate that afterwards became the 
Great West. 

Q.—It may have been a list of lands 
sold to the syndicate but it was not 
a list of the lands owned by the Pope 
Syndicate? A.—It says list of lands 
owned by the Pope Syndicate and sold 


to the syndicate, I would have to go - 


over them and compare them with the 
others, but I presume it means simply 
the lands that were sold to the syndi- 
cate. 

Q.—And they were not all the lands 
then owned by the Pope Syndicate? 
A.—It does not say so there either. 

Q.—I have not said it didP A.— 
It does not purport to be anything of 
the kind. 

Q.—I was asking you whether there 
was double conveyancing, that is fresh 
conveyancing vesting these acres in 
you under one contract and the other 
7,000 acres in you ynder another con- 
tract between you and the C. P. R.? 
A.—That seems to be a transaction— 
this is direct from the C. P. R. to 
the—— 

Q.—Is it? A.—WNo, this first. part. 
(Reads): ‘‘List of lands owned by the 
Pope Syndicate and sold to the Syn- 
dicate.’? I presume then there would 
be another agreement for the balance 
of the lands, there may have been and 
I do not remember, I cannot recall 
whether there was or not; at any rate 
we had the balance of the lands and 
that is the main point. 

Q.—You go with me so far as that, 
that at the time you were negotiating 
with these people you bad the contract 
as between yourselves and the C.P.R. 
splitting up into two, one of which 
was intended to be passed on and the 
other to be retained? A.—The lands 
were split up in two. whether there 
was actually $wo contracts you had 
at that time I don’t know. ’ 

Q.—There is a contract here which 
was made at that time and which does 
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not include all the lands? A.—I say 
that is correct, I am not trying to get 
away from it, 

Q.—Have you paid any attention to 
the form of this, because the form of 
it may be rather material, it seems to 
me? A.=-I do not see how it is ma- 
Pag to the subject of this Investiga- 

ion. 


Q.—Material to see what sort of 
channels the Union Trust money has 
been going into? A.—It went into 
pretty good channels as far as the 
Foresters were concerned, 


Q.—What sort of channels? A.—They 
made a great deal of money out of it. 

Q.—What sort of channels did it go 
into? A.—They made a good deal of 
money out of it. If they never made 
worse investments than they made 
when they bought these lands I think 
the widows and orphans would be 
pretty well cared for. 

Q.—And probably would have done 
better if they had got all the lands 
you selected? A.—If they had got 
twice as many too probably’ they 
would have done better still. They 
got all the lands they paid for, I 
want you to understand. 

Q.—Have you addressed yourself to 
the terms of that document so that 
you can discuss it? A.—yYou have 
kept talking to me all the time so 
that I have not had an opportunity. 
This first part apparently refers to 
the amount that was set apart (Re- 
ferring to Exhibit 483). ‘‘From the 
lands in the schedule hereto annexed”’ 
—that schedule would seem to carry 
the whole thing that we were select- 
ing the first 200,000 acres out of, be- 
cause here is what it says ‘‘Amount- 
ing to 200,00) to be selected prior to 
the first day of June, 1903 from the 
lands described in the schedule here- 
to annexed.”’ 

Q.—That was not describing the 
real thing at allP A.—No; that is 
what this agreement here would be. 


I have not read the agreement, I do 


not know why that would be attached 
to this. Then here is the particular 
schedule of the lands, and then) fol- 
lows an agreement made between us 
and the Union Trust. 

Q.—We have not come to that? A. 
—That is annexed to the other. 

Q.—You have looked at this? A.— 
Yes. 

Q.—You observe that this is  be- 
tween the Canadian Pacific Railway 
Company called the vendors and Pope 
and Fowler called the purchasers. It 
witnesseth that in consideration of the 
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sum of $20,000 now paid by the pur- 
chasers to the vendors—that was not 
the fact at that date, you had paid 
$60,000? A.—I do not know whether 
you had or not. | 

Q.—You have told me you had? A. 
—I did not tell you that we had. 

Q.—At that dateP A.—24th April 
that we had paid $60,000? 

).—Yesir VA. Novsir: 

Q.—You had paid $60,000 on the 
24th April, had you not? A.—No, I 
do not think you will find.it is thay: 
date at all. 

Q.—When do you think it was? A. 
—It would be «a later date than that; 
the 24th April would be the time when 
we paid the $20,000. 

Q.—How much later? A.—I do not 
know, I am satisfied it was later than 
what; at any rate I never told you 
on the 24th April we paid $60,000. 

Q.—Perhaps you will be good 
enough to let me withdraw that; when 
did you pay the $60,000? A.—I have 
already told you I do not remember 
the date. 

Q.—Will you make a jotting to find 
out the dates when you paid these 
amounts to the C.P.R., that you can 
find out? A.—Yes. That I suppose you 
have already in your own knowledge, 
but, however, I will make the memo- 
randum, 

Q.—‘‘ The vendors hereby give to 
the purchasers until 15th May, 1903, 
the exclusive option of purchasing 
those certain parcels or tracts of land 
and premises sitwate in the district 
of Alberta etc., amounting to 200,000 
to be selected prior to the first day 
of June from the lands described in 
the schedule hereto annexed ’’—the 
Jands that were described in the sche- 
dule had already been selected with 
others, is not that true? On the 24th 
April, they had been selected in De- 
cember? A.—It seems to me we had 
until about the first June to make 
our selection, but it says there 15th 
May. I think by the verbal agree- 
ment we had till the first June. I 
think we had practically, however, 
made our selection at that time. 

Q.—You told me you had made 
your selection before Christmas? A.— 
We were up there before Christmas, 
and were making the selections, and 
IT don’t think we had notified the C. 
P.R., at that time of our selections, 
in fact I know we had not. 

Q.—Because you said that in some 
eases they had to re-place, because 
they had not notified their agents, 
and certain of your selections had been 
sold 2? A.—They had sold— 
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Q.—And you told me you got back 
before Christmas—if that is inaccu- 
rate I do not want to hold you to it? 
A.—It is not inaccurate, there is no 
inaccuracy about it. 

Q.—Was not your deai with the 
C.P R., in respect of the selections 
of the land practically completed be- 
fore Christmas 1902? A.—Oh no, we 
had not notified the C.P.R., at that 
time of our selections at all. 

Q.—You had not made any notiti- 
cation of your selection at all? A.— 
Not at all. 

Q.—When did you notify them of 
your selections? A.—It strikes me it 
was somewhere about the time that we 
were making the payments, either 
when we made that payment or later, 
and I should fancy from that agree- 
ment it was later because that seems 
to imply the selections had not been 
made. 

Q.—This sets out a parcel of land 
193,000 acres odd, that is what this 
schedule describes, and that is what 
you were offering to these people for 
sale? A.—Yes. : 

Q.—You do not of course suggest 
you had not by the 24th April, selected 
those and had the C.P.R., notified of 
your selections, so that the C.P.R., © 
could give you this contract, had youP 
A.—I do not know whether we had 
notified them or not, I would not 
say for certain, because some of these 
lands were exchanged. What I. say 
is they had already sold some of these 
lands when we came to get the thing 
finally wound up-between the Cana- 
dian Pacific Railway and the Great 
West Land Company, we had to ex- 
change some of the lands, some of the 
lands we had included in the schedule 
had been sold by the C.P.R. and they 
gave us other sections to put in place 
of them. 

Q.—This purports to confer upon 
you the right to select on the 24th 
April 200,000 acres out of a block of 
193,000. Does that describe in reality 
the things as they were then? A.— 
But you see you are entirely wrong, 
it does not purport to do anything 
of the sort. That would be a copy of 
an agreement with the C.P.R. and 
ourselves that was attached to this 
agreement. That agreement would be 
made before that schedule was made. 
That schedule would be made after 
that agreement was made, and the 
copy of that was attached I suppose; 
that is the only way I can account for 
it. We had no such absurd agree- 
ment as that with the Canadian Pa- 
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cific Railway that we were to select 
200,000 out of 193,000. 

Q.—I knew that, I was trying to 
point that out to you and you need 
not become impatient with me for do- 
ing that if you agree with me. This 
purports to be, as I said to you be- 
fore, the right to select 200,000 acres 
out of a schedule containing only 
193,000, and I was asking you whether 
that description is the reality of 
things as they were at all? A.—Not 
at all. 

Q.—Why was that put in that 
shape? A.—I don’t know. 

Q.—You had nothing to do with it? 
A.—I suppose I had something to do 
with it, I signed it. 

Q.—If you had to do with it it is 
to you we naturally look for an ex- 
planation? A.—The agreement was 
drawn, I fancy, by Mr. Wilson, I 
think Mr. Wilson drew it. 

Q.—Where does he get the material 
to draw it from? A.—I do not see 
any reason now why he would want 
to attach our agreement with the 
©.P.R., because the C.P.R. was will- 
ing to make a transfer to them 
of the lands. However it is attached. 

Q.—As I suppose you probably fur- 
nished him with the very material 
from which he prepared it perhaps 
you can explain how he came to state 
the transaction in that erroneous 
way? A.—I cannot state any more 
to you than I have stated. 

Q.—And the document does not de- 
scribe the position of things at all? 
A.—Not so far as the lands were con- 
cerned. 

Q.—Was it you furnished Mr. Wil- 
son with this schedule? A.—I dare 
say it was. Well, of course, I think 
Mr. Lefurgey and myselfi— 

Q.—Do you say Mr. Wilson drew 
the contract between the Canadian 
Pacific Railway and you? A.—I did 
not say anything of the kind. I said 
he drew the contract between the 
Great West and us. 

Q.—I am talking of the contract 
between the Canadian Pacific Rail- 
way and you? A.—Mr. Tupper drew 
that. 

Q.—And Mr. Wilson had not any- 
thing to do with that? A.—No, not 
at all; I do not think that schedule 
you have there was the schedule 
referred to here in this agreement; 1t 
would be referred to there in that 
agreement, , 

Q.—You do not think that is the 
proper schedule to have annexed to 
this agreement? A.—I do not think 


Ind. Order of Foresters. 
(G. W. Fowler, Ex’d.) 


that is the schedule that belongs 
there. 

Q.—I think you are agreeing with 
me. I want to know why that sched- 
ule was annexed to that agreement? 
A.—I don’t know. 

Q@.—Why the other schedule was 
taken off and that put on, the proper 
schedule to that agreement would, of 
course, have been the schedule show- 
ing the large area over 200,000? A. 
—I would think so, three or four 
hundred thousand acres, whatever it 
was, we had the right to select over. 

@.—You have here a document 
which is passed on to the other syndi- 
cate? A.—Both should have been 
there, that would be my opinion. 

Q.—I agree with you that would be 
the best judgment you had at the 
the proper thing— A.—It was neces- 
sary to have a schedule which would 
show the amount of land that we were 
transferring, and if you have this 
agreement here you could as long as 
you et re ie eae have the ori- 
ginal schedule which would sho 
300,000. Kane 

Q.—I agree with you that the pro- 
per document would have been like 
this, you would have recited first your 
right to select out of the larger area 
your 200,000 and then it would have 
recited you had selected 200,000, and 
then it would have recited out of 
those 200,000 you were going to sell 
the lands in this schedule, the 193,000 
acres, to these people—that would have 
been correct, but that was not done? 
A.—Well, there would be no reason 
in the world why we.-would not be 
perfectly satisfied to have the schecule 
that belonged to this attached there, 
not the slightest reason, but the ccn- 
tract was the only thing that was 
necessary to be shown, that there was 
a contract of purchase, and then we 
transferred out of that contract the 
193,000, and I do not see there ‘*s any 
necessity for a schedule to be at- 
tached. 

Q.—That is not at all what was 
done? A.—I do not see the necessity 
for the original schedule being at- 
tached to this, because nothing huns 
upon the original schedule, not a 
thing, absolutely nothing. 

Q.—It is manifest, is it not, that 
the schedule that belonged to that 
was taken from it and another sched- 
ule showing only 193,000 was attached 
to it? A.—That is not the fair way 
of putting it at all. 

Q.—Is not that manifest? A.— 
This is manifest if you will let me— 
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Q.—Is that manifest? A.—No, I 
will tell you what is manifest; it is 
manifest that the schedule that be- 
longed to this agreement is the sched- 
ule showing the lands that we set 
apart at the first for the selection of 
200,000, it is manifest at the same 
time that the schedule here is the 
only schedule which should be here, 
showing 193,000 acres that we sold to 
the Great West Land Company, and 
that so far as the purposes of the 
agreement between us and the Great 
West Land Company it was not ne- 
cessary at all to attach the schedule 
that was formerly attached to this 
contract. I hope I have made myself 
plain. 

Q.—You have made yourself quite 
as plain as the agreement is. So if 
you can draw your attention to this 
without mixing it up at all with the 
Great West Land; here is a contract 
which purports to be between the 
Canadian Pacific Railway and Pope 
& Fowler, and it does not purport to 
bring in anybody else at all, and it 
purports to be made on the 24th 
April, 1903, and it purports to have 
a schedule annexed to it, now, is the 
schedule annexed to that for the pur- 
pose of that document itself, apart 
from any other document, a proper 
or appropriate schedule? A.—Of 
course it is not. I am going— 

Q.—Wait now? A.—I claim the 
right to make this thing clear as |] 
go, I am going to do it now— 

Q.—Will you wait? A.—I say the 
schedule, it was not necessary for the 
schedule that really belonged there— 

Q.—You cannot conduct this In- 
quiry yoursef, you must let me con- 
duct the Inquiry, you must pay at- 
tention to my questions and try to 
answer them? A.—Yes, but I pro- 
pose to explain as I go and I claim 
the right to do so, and J say you are 
not going to cover this up in a cloud 
of mystification, that is what you are 
trying to do; you are not trying to 
get at the facts. If you want facts 
you will get that absolute. I have 
nothing to conceal. 

Q.—Now, will you pay attention, 
do you agree with what I have just 
said, that for the purpose of this 
agreement— A.—Which agreement 
do you refer to now? 

Q.—The agreement before youP A. 
—With the C.P.R.? 

Q.—Yes? A.—Certainly. I say that 
is not the schedule that belonged to 
that agreement. 

Q.—Wait now till I ask you a ques- 
tion? A.—I am waiting. 


6 EDWARD VII., A. 1906. 


Ind. Order of Foresters. 
(G. W. Fowler, Ex’d.) 


Q—When this agreement was exe- 
cuted between you and the Canadian 
Pacific Railway Company had it cn 
the proper schedule? A.—Certainiy 
it had, I presume it had, I am sure 
it had, the C. P. R. would not make 
it without the proper schedule. 

Q.—That is the agreement which you 
were putting forward with this sched- 
ule to these purchasers, is it notP A. 
—No sir, that is just where you have 
barked up the wrong tree, 


Q.—Did you ever show the pur- 
chasers the agreement between you 
and the C.P.R. with the appropriate 
schedule to it? A.—I do not know 
that I did, I would just as leave they 
would see it as not. Why not? 


Q.—Did you ever show it to them? 
A.—I do not remember, perhaps I did 
and perhaps I did not, I do not know. 

Q.—This agreement was put forward 
with its schedule to it by you or by 
somebody or else how did it get in the 
possession of the purchasers? A.—Do 
you want me to tell you. 


Q.—Yes? A.—When we made the’ 
agreement for the sale of these lands _ 
I furnished the Great West Land Com- 
pany with a statement of the particu- 
lar lands that they were to receive 
with a schedule, and of that schedule 
this is a copy. Now, they wanted a 
copy of the agreement between us and 
the Canadian Pacific Railway, and 
they got a copy, and they attached 
to that this schedule of— 

Q.—Who did? A.—I presume Mr. 
Wilson did, I don’t know who else; 
I cared nothing about that. Natur- 
ally, why would they want the sched- 
ule of the lands we were to make our 
selection out of. 

Q.—Naturally why would not you 
give them the agreement with the 
schedule that belonged to it? A.—I 
do not know any reason why they 
should have it; I don’t know whether 
I did or did not give it to them, but 
I do not care whether I did or did 
not, it has nothing to do with the 
matter, and this schedule I referred 
to here does not purport to be sched- 
ule B. annexed here. That is where 
you see you did not look close into 
the matter, if you had you would have 
seen. 

Q.—I saw that long agoP A.— 
Then I do not see why you are wast- 
ing all this time in an attempt to 
make me say it did. 

Q.—I want to know why the ap- 
propriate schedule is not there? A.— 
Because it would not be pertinent to 
that agreement. 
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Q.—To what agreement? <A.—To 
this agreement. 

Q.—I ask you to waive that agree- 
ment, I am talking of the agree- 
ment between you and the C.P.R., is 
it appropriate to that agreement? A. 
—Not as used in that connection. 

Q.—Do not use it in any connec- 
tion except for the purpose of this 
document ? A.—Then take that 
other schedule off and I will tell you. 

Q.—I won’t take that schedule off? 
A.—I say that schedule refers to an- 
other agreement, not to that agree- 
ment. I say that is where you have 
made the blunder. 

Q.—I want to know how the right 
schedule got off and the wrong one 
got on? A.—I do not care, it had 
nothing to do with any agreement be- 
tween us and the Great West Land 
Company, it did not make any dif- 
ference to the Great West Land Com- 
pany whether the schedule purporting 
to cover four or five hundred thou- 
sand acres was there; what we were 
selling to them was 193,000 acres, or 
whatever it might be; at anv rate it 
was specified more than once. 

Q:—I have heard you say that two 
or three times? A.—I have to say it 
a great many times to get it impressed 
on your mind. 

Q.—Oh no; try and fall in—A.— 
You are trying to mix me up. 

Q.—Try to fall into asmoother voice. 
let us try and get along a little more 
comfortably. You quite appreciate that 
this is an agreement with the schedule 
annexed to it, which is being recited in 
a conveyancing between yourselves, 
and the Foster Syndicate? A.—That 
is Just— 

Q.—Don’t you? A.—Néd, that is just 
where you are all off yet. Why won’t 
you see what I am trying to point out 
to you? Let me point it out again. 
The schedule referred to in the agree- 
ment is schedule B. The schedule re- 
ferred to in this agreement, which is 
a copy, is another schedule called B, 
or whatever it may be. I do not know 
whether it is B or C or X or Y, it is 
another matter altogether. We had an 
agreement with the C.P.R. that we 
were to select certain lands out of a 
certain block of lands; we did that. 


That is a copy of the agreement, and | 


the agreement carries with it the sche- 
dule showing the lands we were to 
select out of. We made our selection, 
we sold of those lands certain specified 
lands to the Great West Land Com- 
pany; they attach to that agreement 
in making that a conv of this agree- 
ment without the schedule, that was 


Ind. Order of Foresters. 
(G. W. Fowler, Ex’d.) 


between us and the C.P.R., but with 
the schedule that was submitted to 
them by us. I cannot make it any 
plainer to you if you talked all day. 

Q.—And still you have not addressed 
yourself to the thing that is worrying 
me, and if you will do that it will be 
so much better? A.—I have tried to. 
You are not so obtuse as you try to 
make out today. 

Q.—This agreement between the C. 
P.R. and Pope and Fowler purports 
to give to Pope and Fowler the option 
of selecting 200,000 acres of land out 
of the lands described in the schedule 
hereto annexed, do you see that? A. 
—I do. 

Q.—And that agreement between the 
Canadian Pacific Railway and Pope & 
Fowler turns up among the papers of 
the Union Trust Company in the shape 
in which I put it before? A.—Exactly. 

Q.—Do you agree to that or will you 
accept that as laying the foundation 
for a question? A.—I say that is true, 
that this agreement between us and 
the C. P. R. has not attached to it a 
copy of the schedule that was formally 
attached to it when it was executed 
between us and the C. P. R. 

Q.—But it has a copy of another 
schedule -which is inappropriate? A. 
—Not at all, 

Q.—It has a schedule attached to 
it? A.—Yes. e 

Q.—That schedule is not appropri- 
ate to this document itself? A.— 
Tt has nothing to do with that docu- 
ment, but it has to do with another 
agreement. 

Q.—You are going to agree with 
me? A.—I am agreeing with you as 
to the statement of fact, but you are 
drawing the wrong conclusions. 

Q.—No? A.—yYes, you are saying 
it is not the proper schedule, I say it 
is the proper schedule to have there, 
and it was not necessary or essential 
in any sense to have the other sched- 
ule attached to this. — 

Q.—Let me put it to you in another 
way; would you have considered it 
proper to have brought this agree- 
ment, before you had any agreement 
with anybody, supposing you were 
come to sell these lands to me, would 
you have considered it proper to have 
annexed this schedule here to this 
agreement and put forward that as 
the agreement between you and the 
C. P. R.? A.—TI never put it forward. 

Q.—I ask you if it is proper? A.— 
That is an abstract question; I say I 
never put that forward. 

Q.—I ask you if you would have 
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considered it a proper document to 
put forward if you had been bringing 
the lands to sell them to me, would 
you think that was proper to say; 
‘“‘Here is my agreement between me 
and the C. P. R., here is my agree- 
ment with the C. P. R.’’? A.—I never 
represented— 

Q.—Would you have considered it 
proper? A.—If I had represented 
that that was the schedule that was 
properly attachable to this I say it 
would not be proper, and I say a man 
that would read that over and say that 
was the schedule that was attached 
to 1t would be a jack-ass. 

Q.—And the man who attached it 
what would he be? A.—He would be 
a man who would very much under- 
rate the capacity of the man for whom 
he attached it. 


Q.—Who did bring down this as a 
copy of the agreement between Pope & 
Fowler and the C. P. R.? A.—It is 
a copy of the agreement between Pope 
& Fowler and the C. P. R. 

Q.—The schedule hereto annexed, 
which is declared to form part of this 
agreement, who put that forward as 
the contract between Pope & Fowler 
and the C. P. R.? A.—There was no 
schedule attached to that, cannot you 
understand? The schedule you have 
there was attached to another docu- 
ment, just as that was an attachment. 

Q.—Just as it is attached to this? 
A —Not at all. _Would you say if you 
had a paper in the Court with a num- 
ber of affidavits attached, would you 
say the one affidavit was attached to 
the other? Would not you say each 
of these affidavits was attached to the 
order, if it were an order, if it would 
be an order to which they were at- 
tached? You cannot get away from 
that; you cannot take these papers up 
separately and discuss them, you must 
discuss them in connection with the 
agreement of which they form part. 
There is the agreement between us and 
the Great West Land Company, and 
there is the schedule that belongs to 
the agreement, and there is the copy 
of the agreement without the schedule, 
that was our agreement with the C. 
P. R., why would there be any neces- 
sity, when we had sold these lands, we 
had made our selection, why would 
there be any necessity in attaching 
the schedule that was originally at- 
tached to that. 

Q.—Because it was part of that 
agreement and declared to be so by 
the terms of the agreement itself, and 
because if it were attached these people 
would have seen in a moment they 
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were not getting all the lands? A.— 
I say that schedule, it was a schedule 
of the lands we were selling; that 
agreement is a copy of the agreement 
between us and the C. P. R. You 
say that agreement provides that we 
were to have the right to select 200,- 
000 acres from the schedule annexed 
thereto; do you suppose any reason- 
able man would take that as the sched- 
ule which was originally attached to 
that? 

Q.—lf he did not examine that very 
carefully and count up all the acres 
that were in it? A—.Do you suppose 
any man who is acting for other par- 
ties, who is a solicitor of standing, is 
going to buy property to the amount 
of $900,000 or nearly a million dotlars 
without examining to see what he is 
getting? I think it is ridiculous. 

Q.—Now. listen to me for a little 
while; do you think that a schedule 
which is declared to form part of_the 
agreement, is part of the agreement 
at all, or has it nothing to do with it? 
ea may or it may not be. It may 

eE— 

Q.—If it is declared to form part 
of the agreement is it part of the 
agreement or not? A.—That depends 
upon the circumstances. If the pur- 
pose for which the schedule was made 
has gone by, if the object has been 
attained, then it would not make any 
difference whether the schedule was 
attached or not, when you are giving 
a copy of that agreement; when the 
sale was made the object for which 
the original schedule was attached had 
gone by, had been attained, the lands 
had been selected, they were selected 
because there is the schedule con- 
taining them, therefore it would not 
be necessary to attach it— 

Q.—You have told us that several 
times, do you consider that a schedule 
which is declared to form part of an 
agreement is part of it? A.—I tell 
you I consider that it was not neces- 
sary in any case to put that parti- 
cular schedule that is referred to there 
in these papers. 

Q.—What I have asked you, pay 
attention to the question, I have asked 
if you consider that a schedule which 
is declared to form part of any par- 
ticular agreement is a part of it? 


-A.—Of course it is a part of it. — 


Q.—Do you consider it would be 
proper to put forward the agreement 
with another schedule attached to it 
which was not the schedule that the 
agreement referred to? A.—That was 
not done here. 
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Q.—I did not say it was? A.—There 
is no necessity for my answering. 

JUDGE MACTAVISH: I think he 
has answered it; he said it was im- 
proper in his opinion. 

MR. SHEPLEY: Do you say when 
you brought this agreement between 
you and the C.P.R., to deal with these 
people it had not this very schedule 
annexed to it before there was any 
agreement made with the other people 
at allP A.—Yes, I say it was not an- 
nexed; I say they probably got from— 

Q.—If you swear that the schedule 
which now appears annexed to this 
agreement was not annexed when you 
commenced to deal, then you have 
answered my question? A.—They may 
have been pinned together. I tell you 
this, I never submitted that schedule 
as being the schedule of the lands 
that the C.P.R., gave us the right to— 

Q.—It may have been pinned to it? 
A.—I do not know whether it was or 
not, I could not say. 

Q.—You say it may have been? 
A.—Yes. 

Q.—You are certain of this that the 
appropriate schedule that belonged to 
it was not pinned to it? A.—Because 
it was not necessary. 

Q.—It was not pinned to it as a 
matter of fact? A.—I presume not. 
‘ Q.—If it was not pinned to it was 
it because it had been taken off it, be- 
cause it was originally attached to 
it, that is right is it not? A.—This 
is only a copy there may never have 
been a copy of the other made. 

Q.—I am talking of the original 
agreement the original agreement re- 
ferred to a schedule which makes it 
part of it, and it says the schedule 
is annexed; this original agreement 
originally had the schedfle annexed 
to it? A.—I presume it had, I do 
not know it had even. 

Q.—If it was not annexed to it 
when you commenced to deal with 
these parties then it was not annex- 
ed because— A.—Certainly the ori- 
ginal schedule, if there were one did 
not define and set out the lands as 
they are set out in that schedule, par- 
ticularly by sections. 

Q.—I have asked you whether or 
not if that schedule was not annex- 
ed to the agreement when you came 
to deal with these people whether it 
must not have been detached from 
it? A.—If it were there originally 
and was not there then it must have 
been detached; that would follow as 
a matter of course. 

Q.—And if it was detached and 
this one pinned to the agreement in- 
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stead that would not in your view 
be prover? A.—I did not say any- 
thing of the kind. 

Q.—Do you think it would beP A. 
—No, I did not say it would or would 
not. 

Q.—Do you now? A.—If it were 
pinned for the purpose of being made 
part of that agreement it would not 
be proper. 

Q.—Why? A.—Because it would 
not be the schedule that belonged to 
it, that would be the reason why, 
and an excellent reason, but I say 
this, that I never presented to those 
people with whom we were dealing 
a schedule and represented it to be 
the schedule that is referred to in 
that agreement you speak of. 

Q.—We will pass from that to the © 
agreement you made with the Union 
Trust Company; we will see what you 
said about it; when you came to 
make that agreement you attached 
both this agreement and this sche- 
dule to it: This witnesses that, 
‘‘Whereas Pope & Fowler of the first 
part, have by virtue of an agreement 
made by and between the parties 
hereto of the first part and the Cana- 
dian Pacific Railway bearing date 
24th April, 1903, a copy of which last 
mentioned agreement is hereto an- 
nexed, marked A, the right to pur- 
chase certain lands at and for the 
price and under the terms and con- 
ditions in the said agreement A more 
fully set forth’’—look at the agree- 
ment A, what right to purchase lands 
was given you by that agreement A? 
A.—Go on. 

Q.—200,000, is that right? A.— 
Yes. 

Q.—You put in 200,000 acres just 
to make it clear, the right to pur- 
chase 200,000, ‘‘At and for the price 
and under the terms and conditions 
in the said agreement A more fully 
set forth, which said lands are also 
specifically mentioned in schedule B 
hereto attached?’’ A.—That shows 
the schedule was attached to that 
agreement, and not to this. 

Q.—It was attached to both? A. 
—Not at all, it says it was attached 
to that agreement and not to. this. 

Q.—‘‘Which said lands’’—that is 
the lands the right to which you ac- 
quired by virtue of that agreement— 
‘fare specifically mentioned in sche- 
dule marked B hereto attached? A. 
—Exactly, and other lands as well. 

Q.—Is that true? A.—Yes, and 
other lands as well; we do not say 
they are all the lands. 
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Q.—Is that true? A.—I say that is 
true. : 

Q.—That you acquired the right to 
purchase? A.—That is the mere re- 
cital of this; of course it is true. 

Q.—The right to purchase certain 
land under an agreement hereunder 
set forth, don’t you think that means 
all the lands you had a right to pur- 
chase under that agreement? A.— 
No, not of necessity meant all the 
lands, 

Q.—The right to purchase certain 
lands by virtue of the agreement was 
the right to purchase 200,000P A.— 
Yes, and it was a right to purchase 
any lesser amount. 


Q.—A right to purchase 50 acres? 
A.—Yes, and any lesser amount. 


Q.—When you are reciting an 
agreement by which you have a right 
to 200,000 acres, when you say by 
virtue of an agreement you have the 
right to purchase certain lands, mean- 
ing 200,000, which said lands are 
specifically mentioned in Schedule B, 
you can do that with it and still not 
be doing anything which does’ violence 
to the agreement itself? A.—When 
we submitted a schedule containing 
the very lands we claim to be sell- 
ing 

Q.—What did you reserve these 
7,000 acres, or thereabouts, for, for 
your own purposesP A.—Yes. 

Q.—I think you have said in an- 
other place you intended to form a 
little corporation and make money 
out of that for your own purposes? 
A.—We were going to carry that. 

Q.—Out of the moneys you were 
getting on selling the large block, is 
that right? A.—I do not know that 
it is very essential to this inquiry 
whether it was out of this money or 
our Own money, or any money. You 
are carrying the thing too far. 


Q.—Was it out of moneys you were 
going to make out of selling the 193,- 
000 acres that you were going to carry 
the 6,300? A.—I will say in answer 
to that there was no idea in my mind, 
I do not know about the other gentle- 
men, as to how we were going to 
carry it, whether it was out of the 
money we were going to get out of 
this or any other money; we probably 
would not ear-mark that particular 
money and put it away for that par- 
ticular purpose, 

Q.—Is it true that after the tran- 
saction was over they complained to 
you that you ought not to have had 
any land that you did not give them 
under this agreement? A.—No, why 
should thev? 


ROYAL COMMISSION ON 


6 EDWARD VII.. A. 1906. 


Ind. Order of Foresters. 
(G. W. Fowler, Ex’d.) 


Q.—You say they did not? A.— 
No, of course nobody ever complained 
to me. 

Q.—You never heard of any com- 
plaint? A.—No, that would be the 
most absurd complaint, it would strike 
me; it never came to me. 


Q.—We are told it wasP A.—I 
heard nothing of it; it seems to me 
to be a very absurd one, too.. I do 
not see what difference it would 
make; there were lots of other peo- 
ple who held lands in that section. 
I did not see why we could not hold 
them; the C. P. R. held lands there 
and there were individuals who held 
lands there. 


Q.—What dealing, if any, had you 
with the Ontario Town Sites Syndi- 
cate apart from the dealing you had 
with Messrs. Foster, Wilson and Mc- 
Gillivray? A.—I do not know; you 
see I cannot tell you anything about 
that, the matter was mixed up wit 
respect to them; there may have been 
a draft agreement, I think there was, 
submitted; there was some negotia- 
tions went on, I do not just know, 
I did not pay very much attention 
to that, and I know we never entered 
into any final contract with thent. 

Q.—Has that anything to do with 
the Farm and Town Sites Syndicate? 
A.—This looks like a draft agree- 
ment. 


Q.—Do you recall it at all? A.—- 
No, I do not remember this being 
submitted to me, but I presume it 
was because I see my handwriting: 
there. 


Q.—Will this help you gt all (hands 
letter and memorandum to witness)? 
A.—My handwriting is there and I — 
see some corrections I have made in 
that draft. 


Q.—And that letter would indicate 
it was you who furnished that sche- 
dule as well as the copy of the agree- 
ment? A.—I do not know whether 
it refers to that particular one or 
not, I fancy it does. 

Q.—There cannot apparently be 
much doubt about it? A.—No. 

Q.—This seems to be a draft of the 
agreement that finally was made? A. 
—I do not think so. 

Q.—You see the Union Trust Com- 
pany is filled in there? A.—It may — 
be finally made, that would be done 
afterwards: those things were not 
filled in when it was submitted to me. 

Q.—The date of vour letter is the 
20th Mav, and the date of the trans- 
fer to the Union Trust is the 30th 
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May, so that it seems to be about 
the same time? A.—The agreement 
would show in itself whether this was 
really a copy of it. 


Q.—I will put the three together, 
the dates fit in; on the 23rd May you 
were sending agreement A, which was 
the agreement between yourself and 
the C.P.R., not annexing the-> sche- 
‘dule which was part of it, because 
you did not think it necessary, and 
you were also sending schedule B 
which was the schedule of the lands 
you intended them to receive? A.— 
Yes; you see the other would not be 
the lands I intended them to receive, 
‘because it was three or four hundred 
thousand acres. 


Draft of agreement referred to and 
Duet? attached marked as Exhibit 
583. 

Q.—What was your final arrange- 
ment with Messrs. Foster, Wilson 
and McGillivray? A.—The final ar- 
rangement was, that we were to re- 
celve a certain amount of, 75 per 
cent. I think of the money was to 
be money — 

Q.—That is your profit of $1 per 
acre? . A.—Yes, 

Q.—That would be $150,000 or 
thereabouts if it was 200,000? A.— 
Yes, I think it was only 143,000, I 
think we were to get $50,000 of stock 
in the Great West Land Company. 
Then that was extended I think to 
$5,000 more, we got ten per cent. 
more. 

Q.—How was that? A.—I think as 
T understand it this syndicate, were 
taking the lands, they were financing 
the scheme—I am just giving my re- 
collection which may be somewhat de- 
fective with respect to the matter; 


they were to finance the scheme and: 


we were to turn these lands over at 
$5 instead of $4.50, as they got them 
from us, to the Great West Land Com- 
pany, therefore we said, ‘‘Here, if 
you put these lands into the compa:ry 
at an advance we ought to share in 
that advance otherwise the stock is 
not worth as much to us as it would 


be as if it were put into the company 


at $4.50, and that seemed to be a 
fair proposition. 

Q.—At all events it was accepted? 
A.—And it was accepted and we got 
the $5,000. 

Q.—You said that this was to be 
financed, what was the discussion as 
to where it was to be financed, and 
how? A.—There was not any dis- 
cussion with me with respect to that, 
I did not know who— 
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Q.—You see this draft agreement, 
when it was sent forward to you, 
though the name is blank vests in a 
trustee—when was the Union Trust 
Company first mention to your 
knowledge ? A.—I do not know, I 
fancy the first that I would know 
about the Union Trust Company would 
be when we would sign the agree- 
ment. I never went to the Union 
Trust Company with respect to the 
matter. 

Q.—You knew Mr. Foster was the 
manager of the company? A.—Yes, 
and I never had had any business 
with them. 

Q.—You probably knew that Mr. 
Wilson was a director? A.—No, I 
did not know that. 

Q.—You did not remember about 
Mr. McGillivray being in it? A.— 
No, I would not know he was a di- 
rector anyway; I knew Mr. McGil- 
livray was in the Foresters, I did not 
know at that time he was a director 
of the Union Trust Company. 

Q.—Did you know of the close con- 
nection between the Foresters and 
the Union Trust Company? A.—No. 

Q.—Do you say when you were in- 
troduced to Mr. Foster in connection 
with the— A.—I knew Mr. Foster 
for a good many years. 

Q.—I mean when you were intro- 
duced to him in this connection did 
it strike you at all that he was pro- 
bably there as the Mamager of the 
Union Trust Co.P A.—Oh no, not 
at. .all. 

Q.—Were you familiar with is fin- 
ances? A.—Onlv as far as the busi- 
ness that he and I had had together 
for over twenty years. 

Q.—You would not.look to him pro- 
bably unassisted to finance a transac- 
tion of this sort? A.—I would not 
expect one individual to have financed 
a big transaction like this unless he 
was very high up in the financial 
world, perhaps Senator Cox, or some- 
one like that. 

Q.—It is not any disparagement to 
Mr. Foster, and it is not so intended, 
but you would not have looked upon 
his as a man who was himself finan- 
cially capable of carrying such a pro- 
position? A.—Alone? 

Q.—Yes? A.—No, I did not sup- 
pose he was alone. I understood 
there were others with him, I did not 
suppose he was alone. 

Q.—How far did they take you in- 
to their confidence when you signed 
the Agreement and saw the Union 
Trust Co.? A.—I supposed then that 
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the Great West Land Co. were going 
to borrow money from the Union 
Trust Co., to tell you the truth I 
never paid very much attention to the 
working of the Great West Land Co. 
I never attended a meeting; Sir John 
Boyd was the President of the Com- 
pany as I understood, and the men 
upon it were men of character, of the 
Great West Land Co. and I supposed 
it was all right. I do not think I 
ever met once. I believe I was a 
director but I never met I may have 
met once. 


Q.—We have seen how your right 
to get these lands became vested in 
the Union Trust Co.; then were you 
party to the subsequent negotiations 
by which the stock was distributed, 
the stock in the Land Co.? A.—I 
do not know what distribution you 
refer to. All I paid attention to was 
the distribution as to myself and my 
colleagues; I do not know how the 
other was distributed. 


Q.—This is a copy of an Agreement 
which may be within your knowledge 
and may notP A.—Did I sign it? 

Q.—I do not think so? A.—No, I 
never did (refers to Exhibit 486). 

Q.—Look at the distribution of the 
stock there and say whether that dis- 
tribution was a distribution of which 
you were aware at the time it was 
made? A.—Is that the whole of the 
stock, is that just the $100,000? 

Q.—That is the $100,000? A.—No, 
I do not know anything about that 
at all. 

Q.—It is really $150,000, because 
your $50,000—your $5,000*and_ the 
$95,000? A.—That is only $100,000. 

Q.—That does not represent the 
$50,000 at allP A.—That is only 50 
shares, that is the ten per cent. that 
was added to ours when the 50 cents 
an acre was added. I would not 
know anything about that. 

Q.—That is an apportionment mere- 
ly of the $95,000? A.—yYes, I do 
not know anything about that. 

Q.—You were not aware of that? 
A.—No. 

Q.—Except you did get 50 shares 
out of the 100? A.—yYes, we were to 
get $5,000. 

Q.—At the time this was arranged, 
which was in June, 1903, who were 
interested in your’ syndicate, the 
same gentlemenP A.—Well, at that 
time, afterwards Mr. Pope and I 
bought out those two »ther people 
we had to finance for, I do not know 
just when that was done, whether 
that was before this transfer or not, 
I could not tell you, I do not know. 
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Q.—It was pretty soon after the 
matter had been financed, was it not? 
A.—It was after the matter had been 
financed. 

Q.—As soon as you were sure that 
it had been arranged so that it would 
be carried through, then you bought 
out your friends? A.—You say, there 
was not— 

Q.—They wanted small profits and 
quick returns perhaps? A.—Exactly. 


Q.—You bought them out and 
claimed to be entitled to the benefit 
of what you so received? A.—Yes. 

Q.—What I really had in my mind 
was this, you said this morning that 
Mackenzie and Mann disappeared, 
not having had to pay the note; I 
want you to tell me about that, how 
that happened, were Mackenzie & 
Mann financing you with this tran- 
saction? A.— All Mackenzie & Mann 
ever did in the matter was to en- 
dorse for us. ,, 

Q.—Endorse to the extent of how 
much? A.—$40,000, or something; 
$42,000 I think it was. 

Q.—How did you dispose of their 
interests, because they were to have 
an interest you told me A.—That 
was only if they had to finance the 
scheme through. 

Q.—What arrangement did you 
make with them when they did not 
have to finance the whole scheme? 
A.—They said they were not able—I 
do not know what reason Mr. Pope— 
is he summoned as a witness? Have 
you Mr. Pope summoned as a wit- 
ness P 

Q.—Tell me what you know? A. 
—I was going to tell you you could 
get all the information from him, be- 


cause he knows it ‘at first hand. 


Q.—You could tell me what you 
understood? A.—What I understood 
was when they found we had this 
offer they said it was difficult for 
them—they had enough to do to 
finance their own business, and we . 
had better take the offer and let the 
thing go. We knew there was a very 
large amount of money to be made 
in this thing if we were able to carry 
it through, and that being the case, 
we accepted this offer and let it go. 

Q.—What became of Mackenzie & 
Mann? A.—They are still doing busi- 
ness at the old stand, as far as this 
scheme was concerned, of course, they 
were out of it. 

Q.—You retired the note? A.—Yes. 

Q.—They have no interest in the 
concern at all? A.~So far as I am 
aware. 
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Q.—Were they remunerated for 
financing as far as they did? A.— 
They never received any remunera- 
tion. . 

Q.—Of any kind? A.—No, it is not 
an unusual thing for a friend to en- 
dorse a note for you. 

Q.—You have had some litigation 
with respect to your interests in the 
eee West Land Company? A.— 

es. 

Q.—And that litigation we have 
been told is upon the eve of being 
settled? A.—It is still pending. 

Q.—But probably almost settled—I 
am not going to ask you the terms 
of the settlement at all, Mr. Fowler 
—that is so? A.—Well, there have 
been negotiations for settlement, but 
there are no negotiations completed. 

Q.—In connection with getting 
these lands from the C.P.R. did you 
pay any commissions or bonuses to 
anybody? A.—TI paid none. 

Q'—Do you know of any being 
paid? A.—I do not know personally 
of any being paid, I have no personal 
knowledge. 

Q.—What have you been told about 
it? A.—I do not know that I can 
tell you anything I have been told. 
I have been told nothing as far as 
anything definite is concerned, I have 
not been told anything. 

Q.—What have you been told that 
is not definite? A.—I understood 
there were some commissions paid to 
parties that were giving information 
with respect to the character of the 
lands and all that, not with respect 
to any person in the C.P.R. employ 
or anything of that kind. 

Q.—Yon understood commissions 
were paid? A.—We had commissions. 
IT do not know whether you would 
call it commissions or not. 

Q.—How much did you understand 
was paid altogether? A.—There was 
no sum stated to me. 

Q.—You do not know whether it 
was thousands or hundreds? A.—No, 
I know nothing about it. 

Q.—You would know whether there 
was a very large sum or not. if it was 
a verv large sum you would know of 
it? A.—I did not pay any, nor T did 
not share in the pavment of any, 
nothing was retained from me on ac- 
connt of it. 

Q.—Tf it was a very larve sum you 
would know abont jt, would not you? 
A.—There may not have been any 
paid at all. 

O.—From whom did von get vour 
information? A.—Mr. Pone said to 
me it world he necessarv for him to 
pay something on acconnt of informa- 
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tion, that is all I know*’ about it. 
This was not, however, any person 
who was in the employ of the rail- 
way company, and I do not know 
whether he ever paid a dollar or not. 
He paid the expenses and he handled 
the moneys out of there. 

Q.—You did not hear of any com- 
mission paid to anybody in the em- 
ploy of the C.P.R.? A.—No, not a 
soul, and I am sure there was not. 

Q.—You would have known about 
that if that had happened? A.—I 
might or might not. 

Q.—But you are sure it did not 
happen, therefore? A.—I am sure— 

Q.—Well then you had a transac- 
tion in which you had dealings with 
the Union Trust Company called the 
Kamloops Lumber Company? A.— 
Yes. 

Q.—What was the origin of that? 
A.—Some time in October, 1903, I 
think, I got an option, I think it was 
on the 22nd October, 1903, as nearly 
as I can remember, I got an option 
from Mr. Peter Ryan on a lumber 
property, including a mill and outfit 
and timber limits at Kamloops, I think 
it was called the Kamloops saw mill. 
I was negotiating the sale of this prop- 
erty to a man named Harper. 

Q.—You were negotiating for the 
sale of it to a man named Harper? 
A.—Yes, I had an option to him for 
this property and I was negotiating 
a sale of it to a man named Harper, 
an American, and after some weeks 
Mr. Harper fell down, some length of 
time, I do not remember how long, he 
was not able to carry out his end of 
the contract, and I then went to Mr. 
Foster and asked him if their people 
would take up the matter of this Kam- 
loops business, and they began to con- 
sider it. I laid the matter before 
them, and they were considering the 
matter for some time, and finally they 
did take over the property. 

Q.—And finally they agreed to take 
over the property? A.—Yes, and did 
take it over. 

Q.—Is that all? A.—Well not all. 

Q.—Were you interested in the 
property? A.—I was interested in the 
sale of it, yes. 

Q.—Were you interested in the pur- 
chase of it? A.—I purchased it. 

Q.—Were you interested in the pur- 
chase of it by the Union Trust Co., 
what was the arrangement between 
you and the Union Trust Co. about 
it? A.—The arrangement was that 
they were to pay for the property. 
You see I had taken over the property 
before they took it from me. I saw 


2780 ROYAL COMMISSION ON 


85th day, October 12, 1906. 


that it was, stated that I was an agent 
of the Union Trust Co. in connection 
with the purchase of the Kamloops 
property. That statement was a mis- 
statement. It was a mistake. I was 
never their agent. I obtained the 
option on the Kamloops property not 
with any intention or expectation of 
placing it with the Union Trust Co. at 
all, but on the other hand with the 
expectation of placing it with this 
man Harper; when that fell through, 
I turned to the Union Trust Co. But 
before the arrangement with the 
Union Trust Co. were perfected, while 
they were in progress and while I did 
not know whether they were really 
going to take over the property or not, 
“I personally took over the property as 
far as accepting. I accepted the op- 
tion. J had an option for purchase, 
and I accepted the option, to make 
myself personally responsible. I think 
that was either on the 24th or 26th 
January, it was immediately upon the 
expiry of: my option, and I think it 
was somewhere about the 9th Febru- 
ary, when the Union Trust Co., that 
is the Kamloops Lumber Co.—well it 
was the Union Trust Co.—took over 
the property; therefore from the 24th 
or 26th January until the time that 
they took over the property and I 
transferred to them, I was the owner 
of that property, subject of course to 
the payment of it, and I was never at 
any time their agent in connection 
with that particular property. Tater 
T was their agent in connection with 
the purchase of some other property. 

Q.—Were you a_ joint purchaser 
with the Union Trust Co.? A.—Then. 
T agreed to go into the Kamloops 
Lumber Co., that was going to take 
this property along; we were going to 
form a company then along 


Q.—That is the Union Trust Co. 
was going to form a company and you 
and the Union Trust Co. were to be 
joint partners in that? A.—I was to 
have a quarter interest, 25% of the 
stock. 


Q.—Was that arrangement origin- 
ally an arrangement by which there 
were others to be associated with you. 
the Union Trust Co. to keep contral, 
having 51% of the stock while you 
three had the 49%? A.—yYes. 

Q.—Who were the three? A.—Mr. 
Irwin, Mr. McCormack and myself 
were to take 49% of the stock and the 
Union Trust Co. were to take 51%. 

Q.—When was that negotiation com- 
menced, how long had that been pend- 
ing, the negotiation by which you 
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were to have 49-100 of an interest? 
A.—I fancy from the beginning, do you 
see all the negotiations with the Union 
Trust Co., that feature of it, would 
be understood I fancy 


Q.—Had you had a dicker which 
did not come to anything on the same 
proportions with respect to other pro- 
perty? A.—Yes we had once before. 
There was a!’ property down in the 
Province of Quebec, and what we pro- 
posed to do in that I think was half 
and half and I do not think it was to 
be a control in either party, I think 
that was to be 50 per cent. each. 


Q.—You perhaps are not clear 
enough to contradict anybody who 
says it was 51 per cent. and 49 per 
cent., would you be? A.—Yes, that 
was never intended to be, I do not 
think, a majority of the stock, I think 
that was to be an even divide, that 
is my recollection of it. 

Q.—You three were to have half? 
A.—It was not us three at all, there 
were a number of other persons in 
that, and_the proposition that was 
made to the Trust Company in that 
case was that these gentlemen would 
put up their half and the Union Trust 
Co. would put up their half. The 
Union Trust Co.— 

Q.—That proposition at that time 
preceded any interest you had in the 
property, you had not any interest 
in that property at allP A.—Not in 
that particular property, because an 
interest never was acquired by any- 
body. 

Q.—Is it right to say you intro- 
duced the topic to the Union Trust 
Co.? A.—Yes. 


Q.—It was of this nature: ‘‘Here 
is a property we may make a good 
thing out of it by buying it jointly ?”’ 
A.—Yes. 

Q.—You having no interest in it 
at the time? A.—No, I had no in- 
terest in it at the time and the other 
gentlemen who were to go into that, 
the understanding was that they 
would put up their share of the money, 
and that the Union Trust Co. would 
put up half. The Union Trust Co. 
stated that they preferred not to 
deal with half, they would rather pro- 
vide all the money provided they were 
secured for all the money they put 
in. Well, we went down and looked 
over that property and we did not 
think it was a good proposition, we 
ict think there was any money 
init. 
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Q.—How long was that before you 
took up the Kamloops? A.—That 
was some time before. 

Q.—Not very long I am told, I do 
not know myself of course, we have 
been told it was very shortly after? 
A.—It was quite a while before, it 
was quite a little while before, I 
could not tell you just how long, but 
it was quite a little while. There was 
a letter I think. I think I wrote about 
it. The letter would show about what 
time that was. I would not be able 
to tell you exactly what time that 
was, as I say, I had not the Union 
Trust people at all in mind. 


Q.—You had nobody associated with 
you in the Ryan business? A.—I 
was alone in that. 


Q.—Out on your own behalfP A.— 
Yes. 

Q.—Not representing anybody when 
you got that option? A.—I took the 
option for myself. 


Q.—When you introduced it to the 
Union Trust Co. did you introduce 
it as your own property, or did you 
introduce it as property which you 
had acquired by a scheme somewhat 
similar to the one you had had be- 
fore? A.—I introduced it as an op- 
tion I had upon this property. I had 
the option and there was no question 
of introducing it in any other way 
than a statement I had an option on 
this property that could be bought 
fer such a price. 

Q.—What did you tell them the 
option was? A.—I think it was for 
$250,000. 

Q.—Had you an option for $250,- 
000P A.—Yes. 

Q.—Was there concurrently with 
that an option for $200,000? A.— 
Yes. 

Q.—What was the purpose of that? 
A.—The difference would be what I 
was to make. 

Q.—That is between you and 
Ryan? <A.—Yes. 

Q.—Ryan gave you an option at 
$200,000, which was the price he was 
to receive, and he also gave you an 
option at $250,000, which was the 
price he was not to receive? A.—It 
would be the same thing as an agree- 
ment that I was to receive $50,000, 
the difference between the two. 

Q.—An agreement that you would 
get that much more out of the pur- 
chaser and you take the difference? 
A.—That Ryan would get that much 
more and I would take the difference. 

Q.—With the intention, of course, 
that the purchaser should suppose 
your option was to purchase at $250.- 
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000? A.—He could suppose what he 
liked. 

Q.—And you were not making any 
profit turning it over to him? A.— 
That would be a question for the pyr- 
chaser. 

Q.—He could look out for himself? 

A.—Yes, if he wanted to ask me 
whether I was getting anything out 
o it that would be another mat- 
er. 
_ Q.—He would be expected if he fell 
into your plan to not ask any ques- 
tions and to think you were really 
having to pay the $250,000 you were 
asking him? A.—I do not know what 
he would be expected to do. 


Q.—What would you expect him to 
done Al] would expect him to take 
the property if he thought it was 
worth it, and not to take it if he did 
not think it was worth it. 

Q.—What would you expect him to 
believe as to what you were paying 
for itP A.—He could believe what 
he liked with respect to that. 

Q.—That was a matter of indiffer- 
on 1 your A.—Yes. 

-—Even if you were proposin 
partnership? A.—Even if I was ee 
posing to take a portion of it, that 


would show my faith in the proposi- 
tion. 


Q.—Even if you were proposing a 
partnership with him you would not 
see anything improper in putting for- 
ward a document to him which repre- 
sented the price you had paid? A.— 
Put it that way if you like. 

Q.—Would you think it was im- 
proper? A.—Put it that way if you 
like. 

_ Q.—I want you to put it that way 
if you will? A.—I was placing the 
property before these people for them 
to purchase, showing my faith in the 
property, I was willing to take a one- 
quarter interest in it with them or 
not if they liked, but if they wanted 
me to take the one-quarter interest 
I was‘ willing to do it. I said this 
property is worth this money. The 
property was examined and _ investi- 
gated and it was shown to be worth 
the money, and it was shown to be 
worth a good deal more than the 
money, and more than double the 
money, and I was very glad to get 
the one-quarter interest in it. The 
property was bought under those con- 
ditions, and my faith in the property 
has been justified by the fact that 
they have sold it for a very much 
larger sum than what was paid for 
it, and then they sold it for very much 
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less than what it was really worth. 
The property has been sold for $350,- 
000, as I understand,: that portion 
of the property that was bought, the 
Kamloops property, the property they 
gave $225,000 for, has been, with a 
portion of the property that they 
gave $40,000 for, sold for $350,000, 
leaving out one limit, No. 237. That, 
according to the report of the Ameri- 
cans who had bought, *has two hun- 
dred and fifty millions of lumber on 
it, and, at $1 per thousand, you can 
see how much that would be worth; 
therefore this property is worth $600,- 
000; therefore when the Foresters, 
when the Union Trust bought that 
property for $250,000, adding the 
$40,000, would make $265,000, if you 
will, they were buying a property 
that inside of three years is worth 
$600,000. 


Q.—Have you finished? A.—Yes, 
for the present. 

Q.—Would you consider it proper if 
you were approaching a man with an 
offer of partnership in a property you 
owned, to lead him. to believe you 
had paid more for the property than 
you had, lead him to believe you were 
giving him the property for what it 
cost you? A.—I should consider it 
would be perfectly right for me to 
take ‘this property if I were ap- 
proaching a man as partner, I would 
consider it perfectly proper for me to 
put that in at any reasonable figure 
and which would allow of a margin, 
and it would not be necessary for me 
to state to this man what I gave for 
the property; just as if I bought a 
horse it would not be necessary for 
me to say to the man to whom I sold 
the horse or who got a half interest 
or a third interest exactly what I 
paid for the horse. 

Q.—That is not an answer to my 
question? A.—I think it is. 

Q.—My question is would you think 
it proper to put before your intended 
partner a statement that you were 
handing in to the partnership the 
property at the price you paid for 
it? A.—I did not say I did. 

Q.—I did not say you did, but 
would you consider it proper? A.— 


No. If I had made a statement that | 


I was paying a certain price for this 
property and that I was not getting 
the property for any less amount, if 
IT did state to the Union Trust Com- 
pany that I had no interest in this, 
and was getting no interest out of it, 
IT say then I would be wrong— — 
Q.—Did you show the option be- 
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tween you and Ryan? A.—No, nor. 
did they ask me to see it. 

Q.—Did you tell them you had an 
option at a certain figure? A.—At 
the lesser or greater figure? 

Q.—At the greater figure? A.—Of 
course they saw that option. 

Q.—Did you tell them that although 
you had the option at the greater 
figure you were going to get it at 


| the lesser? A.—TI tell you I did not. 


Q.—Did you intend them to believe 
you were paying the higher figure? 
A.—I did not care what they believed, 
if they had asked me I would have 
told them, and they did not ask me. 

Q.—Did you intend them to believe 
you were paying as much as you were 
putting the property in to them at? 
A.—I intended them to pay exactly 
$250,000, if there had not been that 
amount of land rejected, but I ex- 
pected them to pay the amount of the 
larger figure, yes. ~ 

Q.—You expected them to pay that 
under the belief that you were paying 
it, that is the. question I ask you? 
A.—Well. 

Q.—Will you answer it? A.—No. 

Q.—Then the option was subse- 
quently reduced to $225,000 between 
you and Ryan? A.—yYes, because one 
limit was taken out that was not 
tributary to the mill. 

Q.—And that was accompanied by 
an option of the real sum of $170,- 
000? A.—Yes, there was $55,000 be- 
tween the two. 

Q.—And similarly with regard to 
that you did not put forward any- 
thing to your intended partner but 
the $225,000? A.—I did not tell 
them I was getting the difference be- 
twen $170,000 and $225,000. 

Q.—You did forward the $225,000 
option? A.—Yes. 

Q.—Between Ryan and youP A.— 
Yes, 

Q.—As indicating the price you 
were paying RyanP A.—I showed 
them and gave them, I think I trans- 
ferred to them the $225,000. option. 

Q.—As indicating the price you - 
were paying? A.—No; you can put 
any complexion or draw any inference 
you like. 

Q.—I want to know what you were 
doing, were you putting it forward 
as the figure you were paying Ryan? 
A.—I was putting it forward as the 
figure they were_paying Ryan. 

Q.—The document was between 
Ryan and you? A.—TI. did not put 
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it forward as having anything to do 
with respect to that the document. 
was between Ryan and myself that 
is all right. 

Q. —And it purported to indicate 
what you were paying Ryan? <A.—It 
purported to indicate what I was-to 
pay Ryan. 

Q.—And you put it forward as pur- 
porting to give what you were to pay 
Ryan? A. oid not say anything 
as to what I was paying Ryan. 

Q.—Did you intend them to believe 
you were to pay the $225,000? A.— 
I have answered as far as I propose 
to answer it, and you can draw your 
own inferences, you can draw any in- 
ferences you like. 

Q.—I am not drawing inferences? 
A.—I am answering your questions a 
great deal more fully and a great 
deal more in detail than I have to. 

Q.—I thought we were going to 
leave that behind us? A.—We may 
have to bring it up in front of us. 

Q.—You completed your arrange- 
ment with the Union Trust Co., got 
the money and paid it to RyanP A. 
—Yes. 

Q.—Believing that that was the 
contract that you had with Ryan, and 
believing that you were not making 
any personal profit as you supposed? 
A.—I do not know what they believ- 
ed. 

Q.—You supposed they believed 
that? A.—I do not answer as to 
what I supposed or did not suppose, 
i simply state to you what the fact 
is; the fact is that there was the ar- 
rangement with Mr. Ryan. 

Q.—I am not asking that, I am 
asking something quite different? A. 
—I did not show them the smaller 
contract but I gave them the other, I 
transferred to them that contract 
with that consideration of $225,000, 
and they paid the money to Ryan as” 
far as I know. 

Q.—That is not what I am asking 
you; they paid the money to Ryan 
believing that that was the amount 
you were bound to pay Ryan, and you 
were making no profit? A.—They 
knew they were not paying one dol- 
lar for the cruising of the land or for 
the examination ‘of the land, they 
knew I had been there two or three 
times in connection with the thing, 
and they knew I was not receiving 
one cent from them in connection 
with it, and they could believe what 
they pleased, they could believe I was 
doing all that for my health or not, 
just as they pleased. They never 
asked me. I have told you every- 
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thing I fouls tell if I stayed here four 
weeks. 

Q. Geri) you think they Telicved 
you were turning the property over 
to them without profit? AP did 
not think anything about it; if they 
asked me if I was making any profit 
I would have told them exactly as 
it was, and if they did not like to take 
ae property others would have taken 
i 


Q.—Did you think they believed 
that you were turning over the pro- 
perty without the profit? A.—I did 
not think one way or the other or 
care, 

Q.—Did you think they believed 
you were turning over the property 
without profit? A.—I have answered 
the question; I said I did not think 
one way or the other or cared. 

Q.—That is all the answer I will 
get from youP A.—I think that is 
all the answer you require or should 
require. 

Q.—If you thought I required a 
further answer would you make it? 
A.—That might or might not be the 
case. 

Q.—Well, I do want a further an- 
swerP A.—-I think you are very un- 
reasonable. 

Q.—Will you make a further an- 
swer P A.—No, I won’t make any 
further answer than that. 

Q.—Then did Ryan pay you the $55,- 
000? A.—That is a matter between 
Mr. Ryan and myself. 

Q.—Did he pay it to you? A.—I 
decline to answer that. 

Q.—I ask Your Honors to rule as 
to whether I am to find that out? 
A.—I refuse to answer. 

JUDGE MacTAVISH: I think that 
question should be answered. 


WITNESS: May it please Your 
Honor, that surely is a matter en- 
tirely for me, so far as I am concern- 
ed the company paid this money, if 
there is any responsibility I am the 
man who is responsible for it and 
willing to assume the responsibility. 
If the Kamloops Lumber Company 
or the Union Trust Company feel 
they have any case against me we 
will settle it, J am prepared to stand 
the brunt, and when we get through 
perhaps we will find a different com- 
plexion with respect to the transac- 
tion of the Kamloops Lumber Com- 
pany than what has heretofore ap- 
peared. 

MR. “SHEPLEY:<.QO.—-Did "Mr. 
Peter Ryan pay you the money? A. 
—TI decline to answer. 
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MR. SHEPLEY: Will Your Honors 
rule specifically ? 

JUDGE MacTAVISH: I think it 
is a proper question, and I think it 
should be answered. 

MR. SHEPLEY: Q.—Now, Mr. 
Fowler, once more, you are a public 
man, and you do not intend, I am 
sure, to arrogate to yourself the right 
to be the last judge of the relevancy 
of any Inquiry of this Commission? 
A.—yYou have reminded me that I am 
a public man, and if it was not for 
that fact I would not have answered 
so fully as I have answered, I would 
test the question as to how far you 
have a right to probe into the private 
matters of any individual man on an 
Insurance Investigation, but I do not 
want to take that ground if I can 
help it, I do not want to take that 
ground, but when you push your ques- 
tions too far, and if I have to take 
it I certainly will take it 

JUDGE MacoTAVISH: You have al- 
ready answered questions in the same 
direction in reference to this very 
thing, you have told us already if the 
Union Trust Company had asked you 
if you were getting anything out of it 
you would have told them you were? 
A.—I certainly would have; I have ad- 
mitted Your Honor this, that this 
$55,000 I was to receive from Mr. 
Ryan, and it is a matter entirely be- 
tween Mr. Ryan and myself whether 
he has paid it or not. That might be 
a subject of litigation; why should I 
be called upon here to say that? Mr. 
Ryan has been upon the stand; he has 
given his evidence with respect to it 
I suppose—I do not know whether he 
has or not—I did not see all of his 
evidence—I don’t want to be nasty 
about this thing at all, I want to give 


you 

MR. SHEPLEY: I have not used 
the word nasty at all? A.—I do not 
want to be stubborn, if you want to 
use that word instead. 

Q.—I have not used that word, I 
have appealed to you here on as high 
a ground as I think I ought to put it 
upon, I have appealed to you to your 
sense of duty to yield to the ruling of 
the Commission in a matter where you 
have your own private right and 
judgment but to no greater extent 
than any other witness? A.—That is 
true, I am not claiming any immunity 
that should not be granted to any 
other witness, but I am claiming the 
right—— 

Q.—Supposing every witness that is 
put into the witness box chooses to say 
“T do not consider that question rele- 
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vant and will not answer it,’? what 
would be the use of the Commission ? 
A.—Surely a man cannot be compelled 
to tell everything he knows, every- 
thing about his private business, 
about something which has no earthly 
connection with it at all. 


Q.—But cannot you quite see you 
are taking upon yourself to decide 
whether it has anything to do with it 
or not, the Commission is here for 
that purpose and there must be a final 
rule and it is quite impossible that 
either you or I should judge finally as 
to the relevance of anything; the 
Commission has to do that? A.—I am 
very anxious to bow to the decision 
of the Commission, but of course a 
man still has his right of private judg- 
ment. What is your question? 

Q.—Did Mr. Ryan pay you the 
Pace A.—He has not paid me all 
of it. 

Q.—How much has he paid you? A. 
—TI cannot tell you. I do not know. 
IT have not an account here. 

Q.—Can you find it? A.—TI daresay 
T could. 

Q.—Did you get that $12,000 on the 
9th Februaty? A.—Yes. 

Q.—You did not get any of Mr. Le- 
Vesconte’s P A.—Do you know Mr. 
LeVesconte ? 

Q.—That is the reason I put the 
question that way. 26th March, 
$5,000, did you get that? AI 
suppose I did. My signature is there. 

Q.—9th April, $9,000? A.—Yes. 

Q.—lst May, $5,000? A.—yYes. 

Q.—l1lth May, $11,000? A.—I pre- 
sume so. 

Q.—10th June, $5,000? A.—Yes. 

Q:.—And the 15th July, $1,000P A. 
—I do not fancy that has anything to 
do with it. That probably has not 
anything to do with this. That is on 
another matter I think. I do not 
think either of those have anything 
to do with it, although they may have. 
I would not be sure about that. 

Q.—You do not think the one for 
$1,000 on the 15th July, and the one 
for $1,000, 15th November, both 1904, 
are connected with the Kamloops mat- 
ter? A.—They may or may not be, 
but I do not think they are. There 
were other transactions between Ryan 
and myself. 

Q.—Have you a method of ascer- 
taining that? A.—I think perhaps I 
could find out. 

Q.—Will vou trv and find out? A. 
—TI will trv and find out. 

Q.—Find out how much Ryan paid 
you and whether these cheques are all 
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on account of that transaction or 
whether come of them are not? A.— 
Wesan 

Q.—Then have you made all the 
memo you need? A.—Yes. 

Q.—Then you will hunt that up for 
us, please? A.—Yes. 

Q.—Do you think Mr. Ryan has 
paid you any other sums than these 
cheques disclose on this account? A. 
—I do not know. There may be. 


Q.—There may be sums that have 
gone in some other bank? A.—Yes, 
there is a difference between us as 
yet, but I could not tell you exactly 
the amount. Mr. Ryan and I have 
not settled the matters. 

Q.—Then I would not expect you to 
say off-hand, but you will be able also 
to tell me to whom you paid out these 


moneys? A.—That is another question’ 


—whether I will tell you or not. 


* Q.—Oh yes, of course it is another 
question. A.—That is a matter we 
will have to decide first, whether I 
propose to tell you or not. 


Q.—How long will it take to decide 
that? Can you decide that this after- 
noon? A.—I would like to hear you 
give me reasons why I should tell. 


Q.—Well, I will tell you very frank- 
ly and very plainly. The money of 
the Foresters, into whose case we are 
inquiring, goes into the Union Trust 

mpany, and is the money with 
which the Union Trust Company does 
all this business, including the Kam- 
loops business. The Foresters’ money 
to the extent of $55,000 found its 
way to Peter Ryan’s hands, and a 
certain amount, how much you are 
going to tell, found its way through 
his hands into your hands, and then 
the whole of that money, according 
to the bank account, has disappeared 
from your hands into some other 
hands, and we are proposing to fol- 
low the money of the Foresters as 
far as the money of the Foresters has 
gone. Now, I have put it to you very 
frankly. How does that appeal to 
youP A.—-I do not see what I have 
to do with that. 


Q.—You do not see what you have 
to do with that? A.—No, not at all. 
I was not the agent for the Foresters 
in purchasing this property. I bought 
this property and sold it to them. It 
does not make any difference what I 
bought it for—that is my contention 
—it does not make a particle of dif- 
ference what I bought it for. I sold 
it and transferred it to them for 
$225,000. They made a mighty good 
thing and a bargain, too, according 
to their own statements. They made 
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$70,000 out of that. If that property 
had been managed properly they 
would have made more than they did, 
out of the Great West Land Com- 
pany, if there had not been the gross- 
est mismanagement with respect to it, 
caused by the interference on the 
part of the Union Trust. officers here 
who were directors of the Kamloops 
Lumber Company and had a majority 
on the directorate. Just to show you— 

Q.—That is not what we are dis- 
cussing. A.—I think it has a great 
deal to do with it. 

Q.—I do not think so. A.—TI say I 
sold that property to them for a cer- 
tain figure, and it did not make any 
difference whether I got a profit out 
of it or not. That is my contention. 
If I had been the agent of the com- 
pany that is another matter entirely, 
but I was not. 

Q.—I am going to read you what 
Mr. Foster has said, because I want 
to appeal to you from every stand- 
point that I think will appeal to you 


’ as an honourable man. Mr. Foster’s 


examination reads as follows: 


‘‘.— We have been told, I suppose 
with accuracy, that Mr. Foster was 
entrusted with the negotiations for 
purchasing? A.—Well, that appears 
on the document. Whatever the 
documents say—they speak for them- 
selves. 


‘CQ You do not dissent from that? 
A.—Well, my general idea of it is— 
IT have not refreshed my memory par- 
ticularly—I am _ speaking from a 
pretty good knowledge of what took 
place—that Mr. Fowler procured an 
option on these properties from Mr. 
Ryan and transferred that option to 
the Union Trust Company, or the 
Kamloops Company, whichever it was. 

*‘Q.—He was procuring that option 
in pursuance of the negotiations be- 
tween you? A.—Absolutely so.”’ 

That is what Mr. Foster says. A. 
—I do not care what Mr. Foster says 
or anybody else says. I say I got 
that option on the 24th October. 

Q.—You had not waited until I 
finished the question. A.—You finish- 
ed reading and looked up at me, and 
said that was what Mr. Foster said, 
as though that settled the question 
as far as I was concerned. I am 
another individual entirely. 

Q.—I am going to appeal to you 
on this ground; if a witness who is 
in the box has indicated that you 
were an agent in procuring that sale, 
that would be another phase of it? 
A.—How is that? 
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Q.—If another witness has assigned 
to you the position of agency 
—Does that make me an agent. 

Q.—No, but does it make any dif- 
ference as to our inquiring? A.— 
But I am telling you I was not an 
agent. 


Q.—Must we take your word in 
preference to his? A.—Must I be 
taken to be an agent because he sug- 
pee that? I cannot help what he 
said. 


Q.—I am trying to make you see 
that I am justified in making the 
inquiry, having regard to the evi- 
dence the witnesses have given? A. 
—You have a right to ask me if I am 
an agent. You have not a right to 
assume I am because a witness says 
sO. 

Q.—Am I to be bound by what you 
say? A.—I do not propose to be 
bound by whatever anybody else says. 

Q.—I am not making any success 
in appealing to you on that ground. 
A.—Do you suppose you would get 
me to admit I was an agent when I 
was not because you are appealing 
to me on any ground? 

Q.—You are not thinking now? A. 
—Yes, I am thinking. 

Q.—It is not what I am driving at 
at all. I am trying to get you ito see 
the propriety of my pushing the in- 
quiry. A.—I have not objected yet 
to you pushing it. 

Q.—I am afraid we won’t find any 
common ground to stand upon. I 
won’t waste time. Will you answer 
the question or not? A.—As to whom 
I gave the money? 

Q.—Yes. A.—No, I will not. That 
has nothing to do with the case. 

MR. SHEPLEY: Will your Hon- 
ours rule upon that? 

WITNESS: That was my own 
money and I was not an agent of the 
company, and the documents will show 
I was not an agent of the company, 
and I appeal to the documents to 
show it. ; 

JUDGE MacTAVISH: Up to this 
point the evidence is the other wav. 

WITNESS: May it please your 
honor, I swear absolutely— 

JUDGE MacTAVISH: I am not 
doubting that in the least. 
‘WITNESS: I. swear absolutely 
that on the 24th October—let me re- 
eall to your honors’ memory what I 
have already said—on the 24th Octo- 
ber I procured the option from Ryan, 
without having in mind the Union 
Trust Company, or any question. It 
was for the purpose of selling this 
property to a man named Hopper of 
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Michigan. That sale fell down. When 
I was unable to place the property 
with Hopper I went to the Union 
Trust people and laid the matter be- 
fore them; that during the time the 
negotiations were pending with my- 
self, they had nothing to do with 
Ryan, never went near him. When 
the negotiations were pending the 
time of my option expired. I accept- 
ed the option ‘myself, not directed 


_to do so by the Union Trust Company 


or any individual in the company; ac- 
cepted the option and became respon- 
sible to Ryan for the purchase price 
of it. After that, and some weeks 
after that, the Union Trust Company 
took over my option from me, took 
over this property.:from me. That is 
a fact. If you can make an agency 
out of that I should like to see you 
make it. 

JUDGE MacTAVISH: We are not 
making any agency out of it. We 
are not dealing with that question at 
all; we are not passing upon it, but 
evidence has been given here from 
which it may be inferred that the 
$55,000 in question, is money to which 
the insurance company whose affairs 
we are now investigating may have 
a right—and we are not deciding they 
have a right at all—in tact we are 
not deciding any issue between any 
company or individuals, or between 
individuals. We are simply conduct- 
ing an inquiry into the affairs of the 
insurance company, to find out if we 
can where their money is, where it 
has gone to, and how it has reached 
its destination, and we would not be 
doing our duty under the Order in 
Council which appointed us, unless we 
followed it to a conclusion and where, 
as in this case, there is evidence both 
ways, witnesses on both sides—put it 
that way if you like—our duty is not 
to stop the inquiry, but to go on with 
it. 

WITNESS: Supposing I am not 
an agent—your honors surely will tell 
me that if I am not an agent of the 
Union Trust Company then it was 
my money. Then the documents will 
show whether I am an agent or not, 
and if they can produce one tittle of 
documentary evidence that I was an 
agent of the Trust Company in the 
Kamloops matter I will give you all 
the information you want as to where 
the money went to. If you can show 
one tittle of evidence I was an agent 
—and I claim that unless you show 
I was an agent, somebody standing up 
here and saying it was is not evidence 
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of it. Let them stand up and show 
how I was an agent. I say I was 
not; and the documents show it, and 
I was acting absolutely and entirely 
for myself. I would regret exceed- 
ingly to put myself in opposition to 
your honors’ ruling in this matter. 
It is painful to me as a barrister, as 
well as occupying the position I do as 
a public man, but I say I was not 
an agent, and not being an agent I 
have no right to be called upon. I 
understand the bank books and my 
acount in the bank was brought up 
here and exhibited and published all 
through the papers. If a man buys 
a trifling present for his family that 
must be advertised all over’ the 
country. It seems to me an outrage. 
We have gone back to the days of the 
Star Chamber and the Inquisition in 
thid country. 

MAa Su nPouny:), QO -—_lf you, had 
been here in obedience to your sub- 
poena and given us the information 
you were entitled to furnish your prt- 
vate affairs would not be gone into. 
A.—It was not necessary to take up 
my private affairs. You knew I would 
be here and the whole thing was a 
grand stand play. If you want to 
wake this matter up, I want you to 
understand the end of it is not with 


this Commission. There is a tribunal - 


before which it will be discussed and 
the true inwardness will tbe shown. 
It. will be shown why this very severe 
investigation with respect to the For- 
esters was because it happened, for- 
sooth, that there were some Conser- 
vative members: of Parliament in con- 
nection with this thing. That is why 
you are pursuing this like a sleuth 
hound. That is why we see all this 
vindictiveness. Iedo not) say the 
Court is lending itself to it, but I 
can quite understand the influence 
the Crown Prosecutor or Crown officer 
would have. Under the = circum- 
stances I am not finding any ‘fault 
with respect to the matter; brt I 
quite understand it, and the publie 
are talking as to the indifference be- 
tween the officer doing the prosecu- 
tion in connection with this company 
and the prosecution of another com- 
pany where the head of it is the great 
financial backer of the Liberal party 
in this country. If you want to get 
some truth— 

MR. SHEPLEY: Does your lord- 
ship-think it is usef:] to pursue this? 

JUDGE MacTAVISH: No. 

WITNESS: I beg pardon for this 
digression. Sometimes a man’s feel- 
ings over-power him. 


Ind. Order of Foresters. 
(G. W. Fowler, Ex’d.) 


JUDGE MacTAVISH: You have 
put it very strongly, but we must 
get back to the inquiry. 

WITNESS: Yes. If my learned 
friend can show that I was in any 
way in connection with the Kamloops 
transaction an agent of the Kam- 
loops Company, then I will cough. 

MR. SHEPLEY: At page 2403 of 
the printed evidence Mr. Stevenson 
was examined as follows: 

“Q.—Was Mr. Fowler taking part 
in the plan making that was going 
on? A.—Mr. Fowler was to be re- 
presented with McCormack and Irwin 
in the 49 per cent. The Union Trust 
Company was to hold the 51 per cent. 

“‘Q.—Then who was to act for you 
all in negotiating the transaction and 
bringing it about? A.—As I under- 
stand it Mr. Fowler was to secure the 
option and Messrs. Irwin and McCor- 
mack were to goand examine the land; 
that is the timber; tosee if the timber 
as represented was there, and gener- 
ally overlook the condition to see 
whether it was a desirable project to 
engage in. 

‘“‘Q.—You say Fowler was charged 
with the duty for you all of negotiat- 
ing the operation as you called it? 
A.—That was my understanding that 
Fowler yas acting with us and for us. 

““Q.—You were not taking part in 
the negotiations directly yourself? A. 


—Not at ql. 

“‘Q.—Nor anybody else? A.—Not at 
all. We were entrusting that to 
Fowler. 


‘““Q.—Who had introduced the pro- 
position? A.—He had introduced the 
proposition. We had agreed to fur- 
nish the money if the proposition upon 
investigation proved to be satisfac- 
tory upon the conditions I have 
named.’’ 

A.—Does that make me an agent? 
How can you make me an agent if I 
am not one? 

JUDGE MacTAVISH: We are not 
deciding the question of your agency. 
There is the sworn statement before 
the Commission that you were an 
agent, not that we believe it or disbe- 
lteve it, And you make a different 
statement—that you were not an 
agent. We are not believing or dis- 
believing that one way or the other 
in the meantime, but the point is that 
there is the statement on the record 
that you were an agent, and under 
those circumstances you must see 

WITNESS: Would not you decide 
at first whether I was an agent or not 
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before you could compel me to tell 
what I did with this money? 

JUDGE MacTAVISH: That is rea- 
soning in a circle, because the ques- 
tion whether it is your money or not 
is open, so far as the evidence before 
the Commission is concerned. 

WITNESS: If I am an agent it 
was not my own money, and if I am 
not an agent is it not my own money? 
Then if it is my own money, what 
business is it of this Commision what 
1 did with it? 

JUDGE MacTAVISH: That is not 
the point at all. 

WITNESS: Then don’t you have 
first to decide whether I am an agent? 

JUDGE MacTAVISH: No. If that 
question is open on the record as to 
whether you are an agent or not then 
I think the inquiry must be made. 

WITNESS: I cannot take your 
honor’s view of the matter. It seems 
to me that if I. am an agent—— 

JUDGE MacTAVISH: In one view 
of the evidence this is Foresters’ 
money. You will admit that, and you 
should also admit that the inquiry 
must go in the direction indicated. 

WITNESS: Yes, but—— 

JUDGE MacTAVISH: Then we 
would be deciding that question now 
if we held that the inquiry was not 
to proceed any further on that line. 

WITNESS: Don’t you have to de- 
cide that point before you can compel 
me to give an answer? Supposing 
Mr. Shepley were to ask me about 
some other money altogether outside 
of this, and I were to raise the ques- 
tion that that was my own money, 
and therefore he had no right to ask 
it; would he not be obliged to show 
it was not my own money ,and I was 
an agent? It seems to very plain. 
{ cannot understand how your Hon- 
ors can punish me for refusing to 
answer that question, and I challenge 
Mr. Shepley to produce one solitary 
tittle of evidence outside the surmise 
or thinking of Mr. Stevenson, or Mr. 
Foster’s statement—but I do not 
think Mr. Foster’s statement bears it 
out—I challenge Mr. Shepley to pro- 
duce one bit of documentary evidence 
with respect to it. There you have 
the first option 24th October. You 
have my acceptance of the option. 
You have the minutes that were kept 
in connection with this matter open 
to you. Let Mr. Shepley take time 
to produce those minutes if he will, 
and if it is there stated I am an 
agent, or if I am instructed to buy 
this or that, then all right, I will 
answer the question, and consider I 
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have a right to answer the question, 
but I do not consider I have a right 
to answer a question about any 
amount of money that came into my 
hands lawfully and properly. I am 
not an agent of the company. All 
the documents Mr. Shepley has in his 
possession—if they would bear out his 
contention he would be very willing 
and very glad to produce them, but 
he cannot produce them. 

JUDGE MacTAVISH: The ruling 
is that any question as to the dispo- 
sition of this $55,000 or any part of 
it must be answered. 

MR. SHEPLEY: I should not ex- 
pect you to be able to tell me off- 
hand, but you can prepare a state- 
ment of that for us between now and 
the time that we meet again, if you 
will—a statement of the disposition 
that was made of so much of the 
$55,000 as Mr. Ryan paid you, with 
the vouchers. A.—Yes. 

Q.—You have added the vouchers 
te your memorandum? A.—Yes. 

Q.—You have preserved your 
cheques of course? A.—I would not 
say as to that whether I have or not. 


. I will endeavour to hunt them up. 


Q.—Have you any other papers in 
conection with the Kamloops matter 
or the subsidiary matters, the Kam- 
loops Company, the Okanagan Lum- 
ber Company—have you any corres- 
pondence in connection with that, or 
the Shuswap purchase? <A.—Well, I 
may have. 

Q.—Just make notes of Kamloops, 
Kkanagan and Shuswap, including 
any estimates or quantities of logs, 
or anything of that sort? A.—In fact 
anything in connection with it that 
I have. 

Q-=Yess Ae wale 

MR. SHEPLEY: It is_ perhaps 
right that we should determine what 
we will do in the future with regard 
to this. I shall of course have a little 
more evidence, and my suggestion is 
that we should take this matter up 
and complete it at the time when 
we are prepared to take up and finish 
the insurance branch of the Foresters, 
which we thought we would do at 
Ottawa. 

Q.—lIt will be as convenient for you 
to be at Ottawa as here? A.—Yes, 
of course. 

Q.—And if you will leave me an 
address with which I can communi- 
cate, I will try and consult your con- 
venience? A.—Yeés, my address will 
be Sussex, N.B., and any time you 
Wire me give me 48 hours’ notice. 
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JUDGE MacTAVISH: Oh yes. 

MR. SHEPLEY: Q.—As fast as 
you get the papers together that you 
are going to get, if you can send them 
to me it will be a great accommoda- 


tion ?P A.—You want them _§ sent 
ahead? 

Q.—We will save so much time by 
iP 7 A.—Yos. ; 


MR. SHEPLEY: About the future 
I understand your Honors intend to 
sit in Montreal the first three days 
next week. 

JUDGE MacTAVISH: Yes. Is 
that convenient to all parties? 

MR. HELLMUTH: It does not 
suit me at all, but it must suit me. 
You will sit three days but not on 
Friday ? 

JUDGE MacTAVISH: No. We 
think under’ the circumstances we will 
sit on Monday commencing at 12 
o’clock in the Court of Appeals Room 
in the Court House at Montreal. 

MR. HELLMUTH: Have you any 
future sittings after the three days? 

JUDGE MacTAVISH: I think we 
may safely say that after that week 
we will go right on from day to day. 

MR. HELLMUTH: One has to 
make one’s engagements fit in with 
the Commission, but I would like to 
know whether you are going after 
that to sit before Tuesday of each 
week. It makes a difference in ar- 
ranging for future engagements. 

JUDGE MacTAVISH: I _ think 
when we adjourn at the week end we 
should meet on Tuesday of the follow- 
ing week. 

MR. HELLMUTH: I think 1f you 
can give us Mondays it will facili- 
tate. 

MR. SHEPLEY: I would not offer 
any suggestion as to that, but I am 
anxious to see the finish. 

JUDGE MacTAVISH: I think we 
had better make that statement now, 
and if any occasion arises like the 
present, we will meet on Monday. 
We will adjourn on Wednesday after- 
noon till the following Tuesday. 

(The Commission adjourned at 4.30 
p.m. on October 12th to meet at Mont- 
real, October 15th, at 12 a.m. 


EIGHTY-SIXTH DAY. 
MORNING SESSION. 
Montreal, 15th October, 1906. 


SUN LIFE ASSURANCE COMPANY. 


MR. SHEPLEY: Perhaps, your 
Honors might think it convenient be- 
fore we commence that we should fix 


nected with insurance matters 
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the hours of sitting here. I do not 
know what our brethren in the Pro- 
vince of Quebec think about working 
long hours or short hours, but Mr. 
Smith is here, ag well as Mr. LeBeuf, 
and I am quite prepared to accede 
to anything that is considered con- 
venient here. 

MR. LeEBEUF: I do not think we 
will interfere at all. Mr. Shepley has 
a lot of work to do to prepare every 
morning, and we will be satisfied with 
any hour. 


~-MR. SMITH: We will be willing 


to accept any hour Mr. Shepley 
might suggest. 
MR. SHEPLEY: Perhaps the 


hours we have been sitting heretofore 
will be as convenient as any. From 
half-past. ten until one and from two 
until half-past four. 

JUDGE MacTAVISH: Yes. Then 
we will see that these hours be ob- 
served. 

MR. SHEPLEY: Then, your Hon- 
ors, | propose this morning that we 
should take up the case of the Sun 
Life Assurance Company and the first 
witness I shall call will be Mr. Robert- 
son Macaulay, President of the Com- 
pany. 

ROBERTSON MACAULAY, sworn, 


examined by Shae 


MR. SHEPLEY: Q.—You are the 
President of the Sun Life Assurance 
Company of Canada? A.—I am, sir. 


Q.—You have been connected with 
the company since its incorporation 
and organization? A.—wNo sir, since 
1874. 


Q.—And you have had considerable 
experience connected with Life Insur- 
ance matters? A.—I have been in 
the business since 1856. You may 
draw your own conclusions from that. 


Q.—Since 1856, and actively con 
dur- 
ing the whole of that time? A 


During the whole of that time. 


Q.—Has life insurance been your 
principal occupation or have you had 
divergence? A.—Fifty-two years oc- 
cupies the major part of a man’s life. 


Q.—And it has been your pursuit 
since you have been engaged in it? 
A.—It has been my pursuit. 

Q.—You are, I suppose, familiar, 
with, the history, the incorporation 
of the company? A.—Fairly. 

.—The company seems to have 
been incorporated by a special Act of 
the late Province of Canada in 1865? 
A.—Yes. 
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Q.—It has had some changes olf 
name, but no change in its corporate 
existence. There have been no trans- 
actions of interest, or anything of 
that sort, always been the same com- 
pany, but with a different name A. 
—The same company. 

Q.—It has been the Sun _ In- 
surance Company of Montreal, the 
Sun Mutual Society of Montrea] and 
it is now the Sun Life Assurance 
Company of Canada? A.—Yes. Would 
you pardon an interruption? Al- 
though it starts to date from 1865, 
it did not begin work till 1871. 

Q.—I was coming to that in a 
moment. As originally incorporated 
it seems to have been incorporated to 
transact other business besides life in- 
surance? A.—Quite a variety. 

Q.—Fire insurance, marine insur- 
ance, guarantee insurance, accident 
insurance and life insurance? <A.— 
Yes. 

Q.—What branches of insurance has 
the company followed? A.—Life and 
accident, and lately only life. 

Q.—When you say lately, when did 
you discontinue accident insurance? 
A.—Well, now, I cannot give you the 
date. 

Q.—1894, was that? A.—Oh, be- 
fore that, some six or eight years. 


’ Q.—1894, of course, was 12 years 
ago? A.—I forget now the exact 
date. It is some 6 or 8 or 10 years 
ago. 

Q.—And you have still some acci- 
dent policies on foot, but very little? 
A.—In this way, we issued what we 
called policies carrying an accident 
feature. We cannot cancel them and 
they won’t terminate till they run 
out; therefore we keep track of them, 
but it is a mere bagatelle. 

Q.—They are a mere bagatelle as 
indeed your returns of business for 
the last year show? A.—Yes. 

Q.—And we may for the purpose 
of this inquiry eliminate accident in- 
surance altogether and confine our- 
selves to your business as a pure life 
insurance business? A.—Quite so., 

Q.—Then there are two or three 
provisions in your origina] act of in- 
corporation—which your Honors ob- 
serve is the 28th Vic., Chap. 48—that 
I want to call your attention to and 
ask you a question or two about? 


MR. LANGMUIR: 
printed copy? 


MR. SHEPLEY: I have only the 
one copy, I suppose there are other 
copies. 


Have you a 
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WITNESS: I have a copy here 
which I will let, you have. It contains 
the amendments as well. 

Q.—I see the original provision in 
the second section of your act was 
that. you had an authorized capital of 
$2,000,000? A.—Two million dollars. 

Q.—And that you were permitted 
by your act to increase to four million 
dollars upon receiving certain sanc- 
tions at the hands of your sharehold- 
ers? A.—Yes. 

Q.—Then following that subject, in 
1871 an alteration was made. Ap- 
just before your organization in 1870 
by 33 Victoria, Chapter 58, you had 
parently in 1871 or 1870 I should say, 
some alterations made in respect of 
your canital stock? A.—Yes. 

Q.—You were perhaps interested in 
this legislation at the time it was ob- 
tained in 1870? A.—No. 

Q.—You came in after that? A.— 
In 1874. 

Q.—I thought you said in 1871 


when I asked you first? A.—No, 
1874. 
MR. SMITH: The company com- 


menced business in 1871? 

MR. SHEPLEY: Q.—Then appar- 
ently in 1870 the company was.con- 
templating carrying on a_ general 
business of insurance and a separate 
branch of life insurance? A.—Yes. 

Q.—And the stock was divided? A 


Yes. 


Q.—In the general branch there was 
to be a present authorization of a 
million dollars with a possibility of 
eS to two million dollars. A.— 

es. 


Q.—And the same in the life in- 
surance branche? A.—Yes. 


Q.—One million dollars and that 
million had to be set apart? A.—Set 
apart, 


Q.—Kept separate from the other? 
A.—Yes. 


Q.—Then I will go on with the dis- 
cussion of the Act before coming to 
what you have done in respect to the 
capital stock. Then I pass over the 
provisions as to calls and forfeiture; 
the 6th section is the section which 
defines your insurance powers. You 
had power originally to make con- 
tracts of insurance against loss or dam- 
also to insure ships; that is to the 
business of marine insurance. Then 
you had a right to do the business 
of life insurance, guarantee insur- 
arice. Then you had power to 
grant annuities, to purchase rever- 
Sionary interest and to cause 
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yourselves to be insured against any 
loss or risks that you might have 
incurred. That is you had powers of 
reinsurance? A.—Yes. 


Q.—And generally power to do and 
perform all other matters and things 
connected with and proper to promote 
these objects? A.—Yes. 


Q.—Do you remember what your 
original power to hold real estate for 
the purposes of your incorporation 
was? A.—I think it was limited to 
an annual value of five thousand dol- 
lars. 


Q.—Then we will take that. That 
was increased by the Act 33 Vict. to 
$20,000? A.—Yes. 


Q.—That is you had a right to hold 
real estate for the purposes of your 
incorporation to the annual value of 
$20,000? A.—Yes. 


Q.—Then I see you went to the 
Province of Quebec in 1888? A.— 
Yes. 


Q.—Some doubt seems to have ex- 
isted with regard to the authority of 
‘the Parliament of Canada to define 
your land holding powers? A.—Our 
lawyer raised some point, and I can- 
not now recall the exact point, but 
he thought it would be as well to go 
to Parliament to set at rest certain 
matters. 

Q.—You went to the legislature of 
the Province in the first instance? 
A.—Yes. 

Q.—In 1888? <A.—Yes. 


Q.—And after reciting the doubt 
with respect to the power of Paf- 
liament, the first section of the Act 
went on to provide that in addition 
to the powers already granted by the 
Act of incorporation it should be law- 
fu) to acquire and possess real: estate 
in the Province of Quebec to the value 
but not exceeding thirty thousand 
dollars per annum? A.—Yes. 

Q.—You remember that? <A.—Yes. 


Q.—Can you say now whether the 
intention was to add the $30,000 to 
the $20,000 you had already from Par- 
liament, or to make the whole $30,- 
000? A.—Only $30,000, as far as I 
remember. 

Q.—The Act is not happily ex- 
pressed to carry that out ? It would 
seem to have been intended that you 
could have the $20,000 you had in 
your original Act and another specific 
$30,000 under, this Quebec Act. Nine 
years later in 1897, you went to the 
Parliament of Canada, and do you re- 
member what provision you obtained 
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then? <A.—Not without looking at 
the Act itself. 

Q.—60 and 61 Vict., chap. 82, sec- 
tion 2, you obtained power to hold 
real estate in the Province of Ontario 
to the annual value of $20,000; in the 
Province of Quebec to the annual 
value of $40,000, and in each of the 
other provinces of Canada to the an- 
nual value of $10,000. Perhaps you 
recall that as I read it to you, page 
28 of the pamphlet? A.—It is not in 
this book. 

Q.—This book does not contain the 
last Dominion Act, and that is the 
holding power as to real estate that 
your company now enjoys? A.—Yes. 

Q.—Then passing on with the claus- 
es of the original charter your Board 
was to be composed of nine directors, 
one of whom was to be chosen presi- 
dent and one vice-president, Has 
that always remained the same? A. 
—That has always remained the same. 


Q.—Then there was a provision for. 
election of directors, and then there 
was a provision that before the Com- 
pany should commence the life depart- 
ment of their business, $800,000 should 
be subscribed for, and an additional 
sum of $100,000 paid up and invested 
in securities of the Province, for the 
special security of the assurance on 
lives to be effected with the company. 
That I suppose in your history has 
ceased to be important, as you are 
governed by provisions A.—En- 
tirely. 

Q.—Governed by provisions of the 
later legislation? A.—Yes. 


Q.—We will pass that over and will 
not take time over that. Then a provi- 
sion for the general meeting of share- 
holders and for the voting. Then you 
were required by the 18th section at 
the annual general meeting, and before 
the shareholders then assembled, to 
exhibit a full and unreserved state- 
ment of the affairs of the Company 
and the funds, property and securities, 
showing the amount in real estate in 
bonds and mortgages, or other se- 
curities, or any public debt or other 


stock and the amount of debt due to 


and by the said company. That pro- 
vision as between the Board and share- 
hclders is still in foree? A.—In force, 
yes. 

Q.—And as we trace your financial 
history you ought to be able by col- 
lecting together your annual state- 
ments to get a full financial account 
of your history? A.—Yes, quite so. 


Q.—Or a full account of your finan- 
cial history? A.—Yes. 
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Q.—Then the powers of the Board of 
Directors are provided for in the 15th 
paragraph. Then the 16th paragraph 
makes provision in respect of ap- 
portioning profits to policy holders? 
A.—Yes. ’ 

Q.—We will read that because that 
is important. Do you know of any 
alteration in your powers, your statu- 
tory powers, of the provisions of that 
section, or is that the section you have 
been working under ever since the 
«ompany was organized? A.—As far 
as I can recollect there has been no 
statutory change. — 

Q.—The directors have from time to 
time perhaps made special provisions 
by by-law or otherwise, in respect of 
particular declaration of profits? A.— 
Yes. 

Q.—But you know of no statutory 
provision beyond this one? A.—No. 

Q.—‘‘ It shall be lawful for a ma- 
jority of the said directors, if they shall 
deem it for the interests of the said 
company, to return to the holders of 
policies or other instruments, such part 
or parts of the actua: realized profits 
of the company, in such parts, shares 
and proportions, and at such times 
and in such manner as the said direc- 
tors may deem advisable, and to enter 
into obligation so to do, either by en- 
dorsements on the policies or other- 
wise, provided that such policy holders 
or the holders of such instruments shall 
not be liable for the debts of the com- 
pany beyond the premium or pre- 
miums which may have been paid up 
by him, her or them? A.—Yes. 

Q.—That. seems to leave it entirely 
to the discretion of the directors 
whether they will eve: apportion vro- 
fits at all. You observe that? A.— 
Yes. That is as it should be. 

Q.—At all events that is the way it 
is? A.—Yes. 

Q.—And it also makes it discretion- 
ary in the directors if they decide to 
apportion profits to policy holders to 
determine what proportion of profits 
shall be so allotted? A.—Yes. 


Q.—And that I suppose you would 
say also is as it should be? A.—Yes, 
as it should be. 

Q.—Why do you say as it should be? 
A.—Because I know of no other party 
in whose power it could be left. 

Q. That is a gene:auzation. Why 
should it be left with the directors? 
O.—Because with them the entire dis- 
cretionary power of management is 
left. 

Q—Do you think that it ought to be 
left to the discretion of directors, if 


& 
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the directors issue policies in respect 
of which profits are promised to be 
allotted? A.—Yes. 

Q.—You think even then it is pro- 
per to put that in the discretion of the 
director? A.—In no other power as far 
as known to me, should it be left. 

Q:—In making that answer, do you 
take into consideration as a factor the 
element of competition with other com- 
panies which allot profits? In other 
words, do you think—A.—No I do not 
think so—not in any properly managed 
company. 

Q.—What I mean by that was this: 
Possibly the exercise of the discretion 
of the directors towards declaring and 
paying of profit to policy holders would 
be more or less influenced by the policy 
of other companies which were compet- 
ing with them? A—9QOh naturally. 
That is to say, the inception, to begin 
with, comes through competition, from 
what other companies do, but whether 
the amount of profit any company shall 
divide is determined by competition, 
is a matter I do not know. I can 
only speak of the Sun Life. The Sun 
Life does not apportion profits because 
of what is being done by other com- 
panies. 

Q.—I can appreciate that. But is 
the element of competition the element 
which is to be taken into consideration 
in entrusting directors with responsi- ° 
bility and discretion? A.—Well, that 
is a matter of opinion. 


Q.—What is your opinion? A.—It is 
a, matter of law. We have our charter 
and the powers, and we adhere to 
them, as to whether that should be 
done or not, is a matter for Parlia- 
ment and not for me. 

Q.—Supposing you, company A, and 
another company B, and another com- 
pany C, have all made large profits. 
Supposing you are all in the position 
of exercising a discretion as to whether 
you will share these profits with your 
policy holders or not, do you think 
that the discretion which you would 
exercise would be at all controlled or 
affected by the existence of competi- 
nee in that way? A.—Yes, it would 

Re 


Q.—That is what I have in my mind 
as what would be natural to expect? 
A.—Yes, naturally it would come into 
consideration. 

Q.—Each company would desire for 
its own benefit to be at least as gener- 
ous as the other companies if it could 
reasonably beP- A.—Yes with that 
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qualification, but that is a very im- 
portant qualification. 

Q.—You would not think the effect 
of competition would warrant you in 
making an indiscreet allotment of 
‘profits to policy holders? A.—That is a 
matter that has never entered into our 
consideration. Other companies. weak 
perhaps, and anxious to compete with 
strong companies might do it- We 
have never been so tempted and have 
never done it. 

Q.—You have always exercised dis- 
cretion? A.—Every company must 
answer for itself, I can speak for 
ours. 


Q.—What are the elements then 
upon which in your view the directors 
should act? What are the elements of 
the problem which they have to solve 
when they are to determine whether 
they will apportion any profits, and if 
so what? A.—Simply the surplus. 

Q.—Simply the amount of the sur- 
plus? A.—The question of surplus. 

Q.—The amount of the surplus? A.— 
Yes. No surplus, no profits, large sur- 
plus, large profit. 

Q.—Little surplus, little profit? A. 
—No surplus no profit, and little sur- 
plus little profit of course- That is 


the thing in life insurance just the- 


same as in any other business. 

Q. I see your charter also differs 
in so far as we have up to the present 
moment examined it, also differs from 
those of some other companies in not 
fixing a proportion as between the 
shareholders and the policy holders in 
which profits must be divided? A.— 
No, there is no limitation there. 

Q.—You may pay, even if you have 
large profits, if you choose to exer- 
cise your discretion that way, you may 
give them all to the shareholders and 
none to the policy holders? A-——I am 
not prepared to say. 

Q.—It must go that far? A.—No, I 
am not prepared to go that far, for 
the very reason that I have never yet 
met with a man who would be so un- 
reasonable. That is, I have never met 
with a sane man who would act so 
unreasonably. 

Q.—They say that every proposi- 
tion must stand the test of the ex- 
treme case, and I suppose if you have 
an absolute unfettered discretion, 
your discretion might be exercised, 
and perhaps it would be unreasonably 
or capriciously, but it might be ex- 
ercised in the way I have put to you? 
A.—That all the profits should be 
given to the shareholders and none 
-to the policyholders? 
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Q.—Yes? A.—I never heard of such 
“ case, and I do not wish to answer 
it. 

Q.—The fact that you do not want 
to answer I think answers it sufficient- 
ly. You do not think, having regard 

to the interests of the company, that 
a reasonable man— A.—The man 
who did that should be sent down to 
Verdun. 

Q.—I do not happen to be acquaint- 
ed with Verdun, so I do not know 
where it is. I see the statute itself 
furnishes a spur to the directors, or 
rather gives them a reason for exer- 
cising discretion in favor of an allot- 
ment, “If they shall deem it for the 
interests of the said comnany?’’ A. 
—What section? 


Q.—Section 16, page 18 of the 
pamphlet, ‘‘It shall be lawful for a 
majority of the said directors, if they 
shall deem it for the interests of the 
said company?’’ Do you see it in the 
16th section? A.—‘‘If they shall deem 
it for the interest of the said com- 
pany’’—yes. 

Q.—What do you conceive that to 
mean? Do you mean the interest of 
the shareholders? A.—That question 
has never been propounded to me be- 
fore, it has never been considered by 
me, and has never been submitted or 
discussed by the Board. It is a new 
thing altogether. 


Q.—You see it plainly on the face 
of the statute? A.—Well, it would 
be in the interest of the company to 
divide profits when it had profits to 
divide. It would be in the .interests 
of the company to hold profits when 
it would be dangerous to do so. 

Q.—When it would be dangerous to 
divide, do you mean? A.—Yes, dan- 
gerous to divide. 

Q.—What I am concerned with at 
the moment, is to know what you 
think the statute means by the inter- 
est of the said company. Does that 
mean the interest of the sharehold- 
erse, A. No "sir. 

Q.—Who are the companies, if the 
shareholders are not? The policy- 
holders are not members of the com- 
pany? A.—wWell, these are legal mat- 
ters that I hardly think it is proper 
to urge upon me to answer. 


Q.—I will tell you why I ask it, 
because you have been active in the 
management of the company. Your 
views with respect to what the statute 
requires and calls for, have no doubt 
had a very great deal to do with what 
you have actually done? A.—This 
has never had any influence upon our 
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cere ake it has never been consider- 
ed. 

Q.—You have never’ considered 
whether the payment of a portion of 
the profits to policyholders, was for 
the benefit of the company, do you 
say? A.—Yes, we have, but in this 
case that particular part of that sec- 
tion hag never been discussed or con- 
sidered, but as to whether it would 
be unwise or wise to divide profits is 
always considered. 


Q.—The statute says that in order 
to your exercising your discretion in 
that way you are to deem it for the 
interest of the said company, and I 
want to know whether in that con- 
nection you consider the policyhold- 
ers part and parcel of your company 
or not? A.—As to that I should con- 
sider that to be really a legal ques- 
tion that I have no right to deduce. 
We have never considered that ques- 
tion. 

Q.—I quite appreciate that. Per- 
haps you have sufficiently answered 
it if you say it has never been con- 
sidered? A.—We have never made 
any separation in our dealings fur- 
ther than the allocation of the pro- 
fit belonging to shareholders, and the 
profits to policyholders, but as to 
whether the policyholders were part 
and parcel of the company, we have 
never taken it up. We have prac- 
tically considered—I do not mean to 
say technically or legally, I am not 
going to say whether they are part 
or not—I can only speak for myself, 
but I have never considered them 
otherwise than a part of the company 
the living part and the furnishing 
part. 

Q.—That sounds very reasonable. 
Would it be fair to put it this way, 
that as far as you personally were 
concerned, that you felt that you had 
to consult the interest of policyhold- 
ers and be fair to them as well as 
the interests of shareholders? A.— 
Will you allow me to use my own way 
of answering that? It is perhaps un- 
fair to tell you what I am going to 
tell you. , 

Q.—Unfair to yourself or to me? 
A.—Unfair to me and to my associate 
directors. From the very first I have 
acted on behalf of policy holders, I 
should say, given him 75 per cent. of 
my consideration. Every time that a 
question between the two came up, I 
have stood invariably for the policy 
holders, and I have been censured 
time and again for bestowing so much 
thought on the policy holders. 

Q.—You have answered it in your 
own way and I think you have fairly 
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answered it. So far as you are con- 
cerned you think that you ought in 
all these questions consider what is 
fair to policy holders as well as what 
is fair to shareholders? A.—Invar- 


iably, 


Q.—But you do not go into it mic- 
roscopically from the standpoint of 
the precise working of the section? 
A.—Never considered it in that light. 


Q.—What. view have you acted on 
as to actual realized profits—‘‘such 
part or parts of the actual realized 
profits.”” What do you take that ex- 
pression to mean? A.—That would 
simply be the profits after making out 
the balance sheets of the actual lia- 
bilities and the assets and all the con- 
tingent accounts. Whatever the sur- 
plus is, we would divide the reserve 
in a certain proportion. 

Q.—Do you view that as looking 
towards an annual ascertainment of 
profits? A.—An annual ascertain- 
ment. 

Q.—That is at the end of any par- 
ticular year you ascertain what the 
actual realized profits up to the end 
of that year are? A.—We do. 

Q.—Or perhaps it would be better 
to say the actual realized profits for 
that particular year? A.—No, not 
for that particular year. We cannot 
do that without taking the whole. We 
bring forward the balance in the pre- 
vious year. 

Q.—And add the gain upon the op- 
erations of the year? A.—Add the 
gain. 

Q.—And then you arrive at the ac- 
tual realized profits? A.—yYes. 

Q.—I shall have to return to it in 
much more detail a little later on, 
but just at this point I would like to 
have it on record. What is your 
profit declaring period for policy 
holders, or what are your periodsP 
A.—KEvery five years, that is we value 
every five years, but a very large pro- 
portion of our policies are deferred. 

Q.—-That? is” Tontine? Ai-—-Yes, 

Q.—And deferred? A.—Yes. 

Q.—What are your deferred peri- 
ods? How do they run? A.—That 
depends entirely on the assured. 

Q.—But you can tell—I do not. want 
it exactly at all, but what are your 
periods? A.—To tell you the truth 
IT am not a bit too conversant with 
these details. The actuary is the one 
to go into that. 


Q.—Have you ten years, fifteen, 
thirty years? A.—I do not think we 
have any short of ten, but I can hard- 
ly go into that. Our actuary will tell 
you, but we have definite periods. 
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Q.—I will not ask you if you do not 
feel clear about it? A.—We have 
definite periods, ten, fifteen and 
twenty. 

Q.—Not longer than twenty years, 
do you know? A.—That I cannot say. 
I have a lot of. business to attend to 
without going into the actuarial. 

Q.—lIs the bulk of your profit shar- 
ing business upon the deferred plan? 
A.—I think so. 

Q.—Perhaps three-quarters of it or 
90 per cent. of it? A.—I would not 
like to say, I presume we have some- 
thing like 75 or 80 per cent. 

Q.—Mr. T. B. Macaulay says 68 
per cent.? A.—I knew it was some- 
where in that vicinity. These are 
points I have not gone into myself 
personally. 

Q.—When you are dealing with ac- 
tual realized profits at any time, you 
are of course governed by the terms of 
your policies, if they are quinquennial 
or deferred, you have actual realized 
profits as at different periods for the 
different classes of policiesP A.—In 
the laying aside? 

Q.—Yes, in this computation of 
what are actual realized profits? A.— 
Realized profits would be the realized 
profits. 

Q.—I know. But as to the division 
or allocation,—as to the division you 
have to be governed of course by the 
provisions of your policy? A.—Yes, 
that is in the division. 

Q.—Then you determine the parts, 
shares and proportions in which you 
will return profits to the holders of 
policies, and you determine also the 
time and the manner and then you 
bind yourselves either by obligation 
to endorse on the policy or otherwise? 
A.—Yes. 

Q.—Then I won’t trouble you fur- 
ther with regard to that at the mo- 
ment. You think I should perhaps 
ask your actuary anything further in 
detail? A.—Yes, he can give you the 
information. 

Q.—That is not at all unreasonable. 
It could not be expected that you 
would remember or bear in mind all 
these details. Then there is a pro- 
vision as to the meetings of the Board. 
IT need not deal with that. And there 
is a provision for compensation to the 
directors, and I believe the directors 
have always been compensated? A.— 
Well, yes, latterly. The first few years 
they got nothing. 

Q.—Then there is a provision for 
the execution of policies and_ of 
cheques and other instruments. Then 
a provision for the transfer of shares. 
You retain the control of the transfer 
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of shares until they are paid in full. 
A.—Until they are paid in full. 

Q.—Then there is a provision as to. 
fire insurance I won’t trouble about. 
Then the 28th clause may be import- 
ant. ‘‘The corporate rights hereby 
conferred shall at all times hereafter 
be subject to the provisions of any 
general enactment hereafter to be 
passed with reference to insurance 
‘companies or the business of insur- 
ance?’ That is at page 16 of the 
pamphlet? A.—Clause 38? 

Q.—‘‘The corporate rights confer- 
red shall at all times hereafter be 
subject to the provisions of any gen- 
eral enactment.”’ You are familiar 
with that clause, are you? A.—No, 
I am not, I must confess. I do not 
remember ever reading it before. 


Q.—What I wanted to ask you is 
this: has your board viewed the mat- 
ter in this way: That when there is 
a general provision, for instance up- 
on the subject of investment, that 
your particular provisions are over- 
ridden, or do you treat them as being 
merely added to? A.—Only added to, 
sir. 

Q.—That is the way you have dealt 
with the subject practically? A.— 
That is the way we have considered 
it; that is the way our lawyers have 
informed us on the statute. 


Q.—I thought you said you had not 
noticed it or considered it before? A. 
—We have always thought that the 
insurance act simply adding to what 
we had in our original charter. 

Q.—That is the view you have 
taken? A.—Yes. 


Q.—I do not think we need deal 
with the Act 33 Vict., Chap. 38, fur- 
ther than to know that it makes the 
provision with respect to the capital 
to be embarked, or possible to be em- 
barked in the genera] branch and in 
the life branch to which we have al- 
ready referred, and that it makes cer- 
tain provisions as to deposit for the 
purpose of obtaining a license, those 
provisions are now superceded by the 
general act. You are not acting under 
that provision in making your de- 
posit and obtaining your license, but 
are under the general provisions of 
the insurance Act? A.—We are mak- 
ing our deposit under the General In- 
surance Act, but the Insurance Act 
was not passed till later on, conse- 
quently it could not supercede any- 
thing we had here. 

Q.—At all events the provisions of 
the Insurance Act are so much more 
advantageous than these provisions, 
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that you would probably comply with 
those provisions rather than with the 
other? A.—No. A Scotchman never 
likes to give up what he has, and what 
we have we like to hold. 

Q.—I suppose a Scotchman like any- 
body else wants to do the best he can 
for his company ? A.—Hold on to what 
we have and get whatever more we 
can, and so it is with this. 


Q.—We have observed—perhaps we 
have only struck exceptional compan- 
ies,—we have observed that the mak- 
ing of a deposit with the Dominion 
Government is rather a favorite with 
insurance companies generally? A.— 
Well, it was not so viewed when it 
was first introduced. I remember 
that there was very serious protest 
against it by the Canada Life espec- 
ially. 

Q.—I do not know that I will 
trouble you with that Mr. Macaulay, 
because we will know accurately in the 
course of the enquiry just what you 
have deposited and whether you have 
deposited under the terms of the gen- 
eral Act, or confined yourself to the 
deposit required by this clause. We 
need not waste time over that Just 
now. Then we come to the provision 
which also ought to be noted, separ- 
ating the business of life and acci- 
dent from the general business, and 
making a particular portion of the 
stock applicable only to that branch. 
Then there is a provision against mix- 
ing the accounts of stock or of ex- 
penses, profits and claims, losses, lia- 
bilities and assets under each of the 
said branches, and every investment 
is to specify over the branch the in- 
vestment is made. Then the capital 
stock subscribed and allotted to each 
branch is to be liable only for the ex- 
penses, losses and liabilities incurred 
by that branch. Then the 11th sec- 
tion is a section to which I refer you. 
‘No director—we have found that in 
other charters—no director or other 
officer of the company shall become a 
borrower of any portion of its funds, 
nor become surety for any other per- 
son who had become a borrower from 
the company, nor shall one branch 
borrow for the purposes of the other,”’ 
etc. The last clause does not give us 
any trouble, because you have not 
had separate branches. I sunnose you 
have always had that clause in your 
mind as governing your duties as di- 
rectors? A.—Yes, it has never been 
contravened to my knowledge. 

Q.—Then we should also note the 
14th section, which, as has already 
been said, enables you to hold real 
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estate to the annual value of $20,000? 
A.—Yes. 

Q.—By the Act 34 Vict., Chap. 53, 
the intermediate change in name was 
made. You became the Sun Mutual 
Life Insurance Company of Montreal, 
but the rates claims, assets or liabili- 
tles were to remain vested in or obli- 
gatory upon the company, just as if 
the change had not been made. Then 
there is a restriction of your powers 
2 life and accident insurance? A.— 

es. 

Q.—That forever put au euou vw your 
doing any marine or guarantee or fire 
business? A.—Yes, 


_Q.—Then in 1882 you got another 
change of name. You got the name 
The Sun Life Assurance Company of 
Canada- That is the name which you 
have borne ever since? A.—Yes. 


Q.—Then your directors qualification 
be reduced from 50 to 25 shares? A. 
—Yes. 

Q.—It had been fifty up to that time, 
and became 25 by virtue of this act? 
A.—Yes. 

Q.—Then comes a ypuvuvision as to 
investment, which I have a little an- 
ticipated in my questioning you, but 
we will refer to it more in detail. 
“The company may in addition to the 
powers given by the said act invest 
their funds or any part thereof, in the 
public or other securities of Great 
Britain or any of her dependencies, of 
any Foreign State or States, when- 
ever it shall be necessary so to do to 
enable the company to carry on busi- 
ness in ‘any such foreign state or_ 
states’ (Reads). ‘‘Provided «always 
that the investment of the company in 
any foreign state or states shall at no 
time exceed the amount necessary to 
enable the company to do business in 
such foreign state or states’’?? A.—The 
latter clause was not there. It was 
added by the insurance department. 
It was no limitation or ours we did 
Ee pray to have any limitation put on 
it. 

Q.—As you prayed for the Bill to 
pass, that limitation did not exist, 
but that was put on as it went throuzh 
the House? A-—Yes. 

Q.—Probably as you say at the in- 
stance of the Insurance Department? 
A.—Yes. We do not pray for any 
limitation. 

Q. It would be quite convenient to 
ask you here into what country you 
have extended your business of life 
insurance? A——We are working in 
some of the States, the United States, 
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Honolulu, Japan, China, the Phi'lip- 
pines, India, Hong Kong,—that would 
be looked upon as a place by itself,— 
and China, and the Strait Settlements, 
Burmah, Siam, Egypt, France, Bel- 
gium, Holland, Great Britain, New- 
foundland,—I think that covers all,— 
well in South America there is Chili 
and Peru. We did a little there. 

Q.—West Indies? A.—And the West 
Indies. : 

Q-—Mexico? A.—Mexico. 
that covers all. 

Q.—You have left out one very 1m- 
portant point. You have omitted Ire- 
land? A.—Great Britain I said, yes 
and Ireland. We are doing business 
there. I did not mean vo leave it out. 
I went through the Lakes of Killarney 
and I would be very corrv to leave 
that out. 

Q.—Has that extension been she re- 
sult of a gradually asserted policy, or 
has it come in waves so to speak, or 
have you been gradually increasing 
as a matter of continuous policy, or 
have you made definite and distinct 
extensions at different times. A——Well 
it has been gradual and yet definite. 
We meant to extend—although now 
I have given all that [ think of — 
when I say meant, we sent our super- 
intendent, and he made a continuous 
tour to Honolulu, Japan, and right 
round. even went to the City of Jeru- 
salem, so that that would be locked 
upon as very special, but at the same 
time it has been a gradual extension. 

Q.—And your policy has had a cer- 
tain degree of continuity about it? 
A.—Continuity. 

Q.—About when did you first ex- 
tend into the United States. I sup- 
pose that was your first extension? 
A.—No, that was one of our last ex- 
tensions. ! 

Q.—Where was your first? A— 
The West Indies first, and the United 
States I cannot tell you when. We 
have been here quite a number of 
years, but I forget when we went 
That was one of the last as far as I 
remember. 

Q.—From the time you were first 
connected with the company was 
the company always looking forward 
to extension and working towards ex- 
tension, or was there a period during 
which they were content with the home 
market? A.—They were quite content 
with the home market for quite a num- 
ber of years. 

Q.—Can you give me about the date. 
I do not want it very accurately: A. 
When did we go to the West Indies? 


I think 
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Q.—The West Indies being the 
first you have extended? A.— We went 
to Newfoundland after that, and I 
think we went after that to Honolulu 
and from here branched right out to 
Japan and made a tour. 


Q.—And: was it after that that you 
went to Great Britain and Ireland? A. 
—We went to Great Britain, I have 
not the statistics with me. 


Q:—We will find that out later, be- 
cause I am only doing this to outline 
for the moment? A-—It was in the 
nineties we went to Great Britain. 

Q.—I am only at present trying to 
get a sort of outline of your history, 
and we will try and fill it up a little 
more in detail] later on. Speaking 
in the rough, what proportion does 
your foreign business in the sense in 
which we have been speaking of it, 
bear to your domestic or home busi- 
ness? A-—Somewhere about two thirds 
foreign,—that is the new business— 
and about one third home. : 


Q.—What do you mean by new busi- 
ness P A.—What we get yearly, I 
have not compared the total foreign to 
the total home, but I fancy it would be 
pretty near just about half. 

Q.—Each about half? A.—About 
half new. 

Q.—And as you have extended the 
foreign business that has rather out- 
stripped the domestic business in pro- 
portion? A.—Quite so. 

Q.—Have you a differentiation in 
rates in respect of some of your for- 
eign business? A.—Quite so, yes. 

Q.—Over what areas of foreign busi- 
ness do you apply different rates? A. 
—I would like to refer that to the 
actuary. 


Q.—You do make a difference? A. 
—Oh yes, quite so. 


Q.—Your domestic rates are more 
advantageous to the policy holders, 
than those at least of some of the 
foreign fields? A.—Of some. 


Q.—Do you make the distinction 
that is made by some companies be- 
tween domestic and tropical rates? 
A.—Yes, tropical and semi-tropical as 
well. 

Q.—Tropical and semi-tropical? A. 
—Yes. 

Q.—Perhaps you have more than 
two sets of rates. Perhaps you have 
three or four? A.—We must have at 
any rate three, perhaps more. You 
see there is the home, tropical and the 
semi-tropical. TI am not sure if we 
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have more than three, but we have 
those three. 


Q.—You have those three if not 
more. That we will get a little more 
accurately later on when we go into 
it a little more in detail. Then the 
next statute is the one which*I have 
referred 51-52 Vict., chap. 119. We 
need not say any more about that at 
present at all events. And then you 
have 60 and 61 Vict. of the Dominion, 
assented to in June, 1897, and that 
deals in the first place with your 
power to hold real estate, fixing it at 
what it is now, as you have already 
said. Then there is another provision 
in regard to investment, which I will 
put upon the record. The company 
may in addition to the powers hereto- 
fore conferred upon the company, in- 
vest its funds in ground rents, on real 
estate or mortgage security thereon. 
iq any Province of Canada, and in or 
upon any bonds or debentures of any 
State of the United States, or of any 
other municipality of the United 
States or any mortgage on real estate 
therein, but the amount so invested 
in the United States shall not at any 
time exceed the reserve upon all out- 
standing policies in force in the 
United States, and such reserve shall 
be calculated upon the basis prescribed 
by the Insurance Act? A.—We did not 
ask for that limitation. That is put 
there by the Department. 


Q.—There again you were limited 
in your passage of the Bill through 
the House to the amount of the ex- 
cess reserve upon outstanding policies 
there? A.—Yes. 

Q.—Then have you had the ques- 
tion raised under that clause with 
respect to the breadth of the provi- 
sion with regard to mortgage on real 
estate in the United States? A.—I 
do not think so. 

Q.—You do not think you have had 
that question raised? A.—I cannot 
recall any occasion ever discussing it. 

Q.—Now supposing you had a con- 
flict between the amount required 
under the Act of 1882 by a foreign 
state as a preliminary to your doing 
business there, and the amount of the 
reserve upon outstanding policies, how 
would vou determine that? A.—I do 
not understand that. 

Q.—You remember that under the 
Act of 1882 you were limited to in- 
vesting in the securities of any for- 
eign state or states to the amount 
necessary to enable the company to 
carrv on business there according to 
the laws of that state. We were dis- 
cussing that a moment ago, and under 
this section of 1897 in respect to the 
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United States, you are limited to the 
amount of the reserve upon outstand- 
ing policies in force in the United 
StatesP A.—That does not refer to 
the United States. 


Q.—You take the United States; 
you deal with the United States under 
this section, and with all foreign 
States except the United States in 
this one? A.—You see there that there 
is no reference to the United States at 
all. 

Q.—Don’t you think the words 
‘“‘any foreign state or states’. cover 
the United States? A.—I do not think 
that was the intention at the time. 
What we were particularly anxious 
for was Great Britain or any of her 
dependencies. 


Q.—It says, “for of any foreign state 
or states.”’ You have treated that as 
excluding the United States? A.— 
Excluding the United States. 

Q.—And the other specific provi- 
sion as to the United States made in 
1897, you have treated as governing 
that country? A.—Yes. 


Q.—Have you been guided as to the 
United States by this clause in the 
Act of 1897, or have you in your work- 
ing been at all governed by the gen- 
eral provisions of the Insurance Act? 
A.—I think we have been guided more 
by the Insurance Act in that regard. 

Q.—In regard to the United States ? 
A.—Yes. sir. 


Q.—That perhaps is not very differ- 
ent from this provision as to the 
United States? A.—No, not very. 


Q.—In your original that of incor- 
poration, the Act of 1865, by the 7th 
clause there is this provision as to 
your investments, and that is the last 
provision I shall call your attention 
to before adjourning: ‘‘Provided also 
that it shall not be lawful for the said 
corporation to deal, use or employ any 
part of the stock, funds or moneys 
thereof, in buying or selling any 
goods, wares, or merchandise, or any 
banking operations whatsoever, but 
it shall be lawful for said corporatio 
to invest and hold, etc., any of the 
public securities of ‘this province, the 
stocks of any banks or chartered com- 
panies, or the bonds or debentures of 
cities or towns or municipal districts, 
and also to sell and transfer the same, | 
and also to renew such investments, 
etc., also to make loans on bohds and 
mortgages at any legal rate of inter- | 
est and with power to receive the | 
same, etc.’’ (read). I call your atten- 
tion to the language of this proviso. 
“Tt is lawful for the company to pur- 
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chase and hold such investment in 
public securities of this province, the 
stocks of any chartered bank or com- 
pany,” in your practice how have you 
treated that? What banks and com- 
panies have you held yourselves to be 
entitied to invest in? f A.—Well, we 
have never discussed it in a general 
way beyond this. We have invested 
in bank stocks. 

Q.—Any bank stocks except Cana- 
dian bank stocks? A.—Never had 
occasion to, no. 

Q.—That is other chartered com- 
panies? A.—As to whether we 
could ,— 

Q.—You have gone outside of Can- 
ada? A.—As to whether we could in- 
vest in any companies outside of Can- 
ada. 

Q.—Yes?P A.—We would like to 
put a liberal construction on that. 

Q.—I would like to know what con- 
struction you have put on it, and 
somebody else will decide whether it 
has been liberal enough or too liberal? 
A.—That I think is governed by an- 
other clause somewhere. We did not 
consider’ this as putting any parti- 
cular restriction on us. 

Q.—You did not think this clause 
enabled you—we won’t say anything 
about restricting, because this is a 
clause which would be called an en- 
abling clause—this enables you to in- 
vest in any of the stocks of the banks 
or other chartered company? I want 
to know whether you considered—and 
acted upon it, that that enabled you 
to deal or invest in the stocks of char- 
tered companies outside of Canada? | 
A.—I have been myself disposed to | 


| 


consider that we are at liberty to in- | 
vest in chartered companies, Freres) 
ever we were doing business. look- 
ed upon this as giving us a right to go_ 
outside of Canada, and I thought: 
wherever we were at liberty to do 
business, wherever that liberty ex- 
tended the other did. 

Q.—You did not think the words 
‘‘of this province’? made any differ- 
ence? A.—Well, simply because it is 
not repeated. _ 

Q.—‘‘Any of the public securities 
of this province; the stocks of any of 
the banks or other chartered compan- 
ies”’ you thought if they had not 
intended to stop there, they would 
have said ‘‘of this provincef’? A.— 
I want to put that interpretation on 
it. 

Q.—Mr. Smith suggests that I 
should ask you whether you have act- 
ed upon that interpretation? A.—I 
think we have had to act We have 
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taken it in connection with what ap- 
pears in the Insurance Act. 

Q.—We will deal with that more 
fully later on, but you have conceived 
you had the power under that to in- 
vest in stocks of chartered companies 
outside of the Dominion of Canada? 
A.—We were anxious to put that in- 
terpretation upon it. 


AFTERNOON SESSION. 


Montreal, 15th October, 2.15 p.m. 
Examination of Robertson Macaulay 
resumed, 


MR. SHEPLEY: Q.—Then, Mr. 
Macaulay, in connection with the 
matter that we were discussing at the 
time of the adjournment as to the 
scope of those words ‘‘other chartered 
companies.’’ You were aware, no 
doubt, that a different view has pre- 
vailed in the Insurance Department, 
advised by the Department of Justice, 
from the view that you preferred. A. 
—Yes, I am aware of it. 

Q.—Do you remember, speaking 
generally, when the question was raised 
with the Department or by the De- 
partment. A.—Some years ago, but 
I cannot settle the time. There was 
a correspondence, I know but I could 
not tell the date. 


Q.—An opinion was obtained from 
the Department of Justice which has 
already been put before the Commis- 
sion when it was sitting in Ottawa. 
You perhaps remember it. A.—Well, 
I know there was something of the 
kind done, but I did not regard it 
particularly. 


Q.—Then with regard to the powers 
of investment which are given by the 
General Insurance Act; if I under- 
stood you correctly this morning, the 
view of your company has been that 
all of the powers given by the General 
Act in relation to investments are 
grafted upon and superadded to the 
powers you have by your own special 


neni 


Act. A.—I understand that, because 
there is a clause in that Act which 
specially says this Act is not intended 
to revoke or cancel anything that 
there may be in charters. 

Q.—I am not intending to find any 
fault with that when I try to find the 
view which governs the policy of your 
company. Then have there been anv 
differences of opinion between your 
company and the Department of Jus- 
tice on the scope of the powers con- 
veyed by the General Insurance Act? 
A.—Yes, there have been. 
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Q.—Can you tell me briefly what 
differences have arisen? A.—Well, I 
do not know that I can give you ‘all 
the differences, but differences arose; 
they insist upon it that the granting 
of a eharter to an institution does not 
bring it within the scope of the In- 
surance Act. Now, we hold that it 
does, for the reason that it is not a 
qualified expression. If I had the Act 
I could read it. 

Q.—I have it here if you will point 
out what you have in mind. Are you 
referring to your own or the Insur- 
ance Act? A.—With regard to our 
own Act to begin with; we regard it 
in this way, there is no limitaton so 
far as we understand it. 

Q.—You refer to page 8, section 7, 
about two-thirds of the way down the 
page. A.—We are here prohibited 
from doing certain things. Then fol- 
lows, that it shall be lawful for the 
said corporation to purchase for the 
purpose of investment either in any 
part of the said funds or in any of 
the public securities of this Province. 
Now we hold, we may be wrong, but in 
that I think we have been sustained 
by our legal adviser, that the limita- 
tion of powers ends there, and then 
wherever we are at liberty to do busi- 
ness we are at liberty to invest either 
in the stocks or the banks or char- 
tered companies that may be there. 

Q.—That is the view you were good 
enough to give us just before the ad- 
journment, That, as you have just 
now told me, has been a matter of 
difference of opinion between your- 
self and the Insurance Department, 
and you have guided yourselves—or 
how has your company been guided ? 
A.—We have been guided by our own 
opinion. 

Q.—Then I have passed from that, 
if you please, Mr. Macaulay, to the 
powers conferred by the General In- 
surance Act upon all companies. I 
have asked you, whether or not, there 
had arisen differences of opinion be- 
tween yourselves and the Department 
i1 respect of those powers and you 
told me there had? A.—Yes, there has 
been a good deal of misunderstanding. 

Q.—I want you, if you will be good 
enough, to tell us briefly what those 


differences have been? A.—For in-)/ 

‘electric || 
That little || 
is understood that we may / 
invest in the securities of an electric 7 


stance an expression here, 
light or power company.”’ 
word ‘or’? 


light company or of an electric power 


company, but we must not touch an/ 


electric light and power company. We | 
maintain that surely if we are allowed 
to deal in them separately, that 
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jointly, for economy’s sake and other 
things, we are at liberty to do that. 

Q. -That is one difference of opin- 
ion between you? A.—Yes, and we have 
held to our own opinion and unless 
overruled, we mean to act upon it in 
the future. 

Q.—What other difference of opin- 
ion has arisen between you as to your 
general powers? A.—‘‘Every such 
company being incorporated in Can- 
ada.’”’ It ends there. It does not say 
a company operated in Canada, it 
simply says a company incorporated 
in Canada, and we hold that all com-- 
panies that are incorporated in Can- 
ada are included here. 

Q.—No matter where their place of 
operation may be? A.—Well, we 
simply follow that interpretation. 

Q.—Then you tell us that there has. 
been a difference of opinion between 
your company and the Department 
upon that point? A.—Yes. 


Q.—With respect to companies. 
chartered in Canada whose field of op- 
erations is intended to be and is in 
fact outside Canada, the Department 
has taken the view that the general 
power does not enable it? A.—Yes. 

Q.—And you have taken the other 
view ? A.—If that was intended it 
should have been so expressed 

Q.—And in that respect you have 
been following the opinion you enter- 
tained rather than the opinion of the: 
Department? A.—The opinions we 
ourselves entertained and the opin- 
ions of the lawyers whom we, have: 
consulted. . 


Q.—That is your opinion, of course, 
because you are guided by those whom 
you ask to advise you? A.—wWill you 
let me add just there, that we take. 
for granted if the Government or Par- 
liament intended to extend the clause 
here so as to limit it to those that 
‘would be operated here, we take it for 
granted that Parliament would have 
said so. 


Q.—Would have said so in express. 
terms? A.—Yes, and the fact that 
they did not do’ it, we think is suffi- 
cient reason why we should consider 
it that all incorporated in Canada 
should include those operated outside: 
as well as inside. 

Q.—Does any other difference of opin- 
ion on the powers of the General Act 
occur to you? A.—Well, I have not 
gone over these matters recently. We 
were thinking you would have been 
down in Montreal some four or five 
months ago and I was more prepared 
then than I am to-day. 
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Q. Do not let me hurry you. That 
is no part of my purpose. I want to 
get all the light there is? A.—There 
is a point where the Department at- 
tempted to interpret Canadian securi- 
ties deposited with our trustees in 
England as being foreign securities, 
while we hold that surely the mere 
fact of their being deposited there did 
not make them British securities any 
more than they were before. 

Q.—Did that clause arise in con- 
nection with the amount you had in- 
vested in the foreign country—the 
amount of your investment prescrib- 
ed by the Act as to foreign countries ; 
the Department wanted to include 
Canadian securities deposited with 
the foreign government, while you 
wanted to exclude those, and say that 
you had a right to invest above and 
beyond that in the foreign securities? 
A.—That was not the point; the point 
“ was this: we held that the Canadian 
securities that we deposit abroad con- 
tinue to be Canadian securities. The 
Department attempt to make out that 
inasmuch as they were doing service, 
although Canadian securities, doing 
service in a foreign country they must 
be ranked among our foreign securi- 
ties. 

Q.—And, therefore, included in the 
total amount that you may invest in 
foreign securities? A.—Yes. 

Q.—That is what I was asking you. 
You, on the other hand, say, no, we 
have a right to exclude those from our 
power of foreign investmentP <A.— 
Yes. 

Q.—And invest in strictly foreign 
securities to the limit of the power 
given to you, excluding these? A. 
—Yes. 

Q.—Then are you adhering to your 
own interpretation there, tooP A.— 
There is no use of a man having an 
opinion and not following it. We are 
being guided by our own opinion. 


Q.—Then is there any other differ- 
ence that has occurred to you? A.— 
No other occurs to me, just now. 
There may be more, but they do not 
occur to me at the present moment. 

Q.—Then if I understand you, you 
do not feel yourself bound to submit 
to the Departmental interpretation of 
these provisions? A.—Not unless we 
feel that they are in season. 

Q.—Unless you agree with the De- 
partmental interpretation you do not 
fee] bound to submit to it? A.—No, 
sir. 

Q.—And that is the policy upon 
which your company has been acting? 
A.—Yes sir. We have never had a 
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ruling from them, beyond simply an 
intimation of the difference of opin- 
ion. And when we submitted our 
opinion to them we got no reply. 
Q.—We have the correspondence 
with regard to that and that is al- 
ready upon the record and I want to 
put this upon the record also. This 
is @ document prepared by you in 
answer to certain questions which I 
submitted to the insurance compan- 
ies, and under the heading ‘‘Securi- 
ties’? the first question is, ‘‘Furnish 
full information as to the nature of 
the securities which, upon your Com- 
pany’s construction of your special 
Act of Incorporation, are authorized 
by it, referring to the statutory pro- 
visions relied on.’? The other ques- 
tion under the same head is with re- 
ference to the powers given by the 


‘Insurance Act, I will read that also, 


“Furnish full information as to the 
nature of the securities which upon 
your company’s construction of the 
Dominion Insurance Act, are author- 
ized by that Act, referring to the pro- 
visions relied on.’? This is a docu- 
ment prepared in answer to those two 
questions? A.—yYes. 


Q.—And may I conclude that that 
document contains the best argument 
of which the Company is capable on 
the subject? A.—The best I can think 
of at present. 

Q.—Then may I put it in as being 
the contention of the company upon 
those subjects? A.—yYes, I hold to 
those opinions. (The document is fil- 
ed as Hixhibit 585). 

Q:—No doubt you do, Mr. Macau- 
lay, or you would not have express- 
ed them. Now, I come to another 
subject. I want to take up the ques- 
tion of your issues of stock. You had, 
as we have seen, when you took your 
Acts of Incorporation, in connection 
with your life insurance branch power 
to issue stock up to a million dollars 
and power to add, with the sanction 
is the shareholders up to another mil- 
ion. 

Q.—Do you agree to that as a state- 
ment of the power? A.—Yes. 

Q.—What was your first issue? A. 
—$500,000. 

Q.—5.000 shares of $100 each? A. 


es. 
Q.—And those were fully subscrib- 
ed? A.—yYes. 

Q.—What was paid on them to start 
with? A.—10 per cent. 

Q.—Then it became 1232 ‘A.— 
Afterwards in 1876. 

Q.—That- is further back than we 
have asked you to give us answers 
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per cent.? A.—yYes. 

Q.—That was $62,500 of paid up 
capital? Then was that ever paid up 
to any greater extent than the 123 
per cent.? A.—I have been repeat- 
edly requested to allow shareholders 
to pay up more and I have always 
refused. Except when you come on 
in 1897. 

Q:—You can tell us, of course, why 
you declined to accede to the proposi- 
tion of having more money paid in? 
A.—Simply because we did not need 
the money. 

Q.—That is an_ excellent reason. 
You did not need the money, and there 
was no reason why you should permit 
shareholders to put in more money to 
be drawing down interest. A.—Taking 
away more of the profits belonging to 


the policy holders. Of course I fully - 


appreciate that I am under oath and 
you want all the information that I 
have. The reason that guided me par- 
ticularly in refusing was always that 
it would be a tax on the policy holders. 

Q.—That raises an interesting ques- 
tion which, perhaps, we shall have to 
discuss more in detail hereafter. You 
had no difficulty in carrying out your 
operations satisfactorily down to 1897 
at all events from 1874 when you be- 
came identified with the company, 
upon the—I call it small—paid up 
capital of $62,500? A.—Not as re- 
gards capital. 

Q.—You did not want more capital? 
A.—No. 

Q.—And you always set your face 
against increasing capital? A.—Yes. 

Q.—Then what happened about 1897 
to make a change in the policy of the 
company in that respect? A.—In re- 
spect to the paid up capital? 

Q.—Yes. A.—We were then talking 
of entering the State of New York 
and we could not do that unless the 
paid up capital was a least $100,000. 
We thought of doing that and to do 
it we had either to issue new stock or 
make a call upon the old. 

Q.—That was you say with reference 
to your policy of extending your busi- 
ness into the State of New York? 
A.—Of extending our business. 

Q.—You did not feel able to make 
the extension upon its own merits as 
a financial propositiun: ‘That is you 
did not feel able to make it a self sup- 
porting extension from the beginning? 


A.—tI hardly appreciate your question. 


Q.—If you went 1.cu the State of 
New York and did business there which 
would carry itself, you would not have 
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needed capital? A.—No, it is the law 
of the State of New York that will 
not permit a company to enter there 
without having a paid up capital of 
at least $100,000. ; 

Q.—It must have a paid up capital 
of at least $100-000 before it can do 
business in the State of New York? 
A.—Yes, 


Q.—And that was the necessity that 
operated as a compulsion upon you? 
A.—Yes. 

Q:-—Then I would ask you, so as to 
eliminate that feature, if it may be 
eliminated, would you but for the com- 
pulsion of that law have been able 
to extend to the State of New York 
without increasing your capital? A.— 
Could not do it. . 

Q.—But if it had not been for that 
law, if it had only been a financial 
question could you have made your ex- 
tension there without calling up capi- 
talP A.—That leads to another 
thought. On our making inquiry we 
found, even after qualifying by the 
addition to our stock, we did not fol- 
low up our intention, the reason being 
that the first inquiry was, where is 
your cheque for $10,000? I asked 
what for- I was told, the  Depart- 
ment requires that as a means of en- 
abling them to examine into the af- 
fairs of the company, before’ they 
would allow a company to go in there. 
I said I would not do it and we have 
never entered the State of New York 
yet. 

Q.—What you say is that having 
raised capital in the way -we will have 
explained in a moment, by reason of 
the existence of the law in the State 
of New York, you did not in fact go 
there. A.—We did not go there. 

Q—Because of the demand of a de- 
posit? A.—No, not a deposit. $10,000 
simply for the Department’s expenses. 

Q.—I was not aware of that before, 
that $10,000 is the Departmental fee 
in the State of New York for examin- 
ing into the affairs of an Insyrance_ 
company. A.—Yes, they insist upon 
making an examination of the com- 
pany as a means of getting in there: 
before moving in the matter we had 
to make a deposit of $10,000 for the 
expenses of that examination, and 
probably $600 would have covered the 
whole thing. 

Q.—Did you understand that the 
$10,000 would be absorbed no matter 
how much the thing cost, or was it 
there just as a security? A.—I couldn’t 
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teli you. I have no right to offer an 
opinion there. 

Q.—You were not informed about 
that? A—No, we understood it. 

Q.—You understood it was all liable 
to be taken? A.—It is one thing to 
understand it and another to know it. 

Q.—It was one thing to have the 
fund lable to be absorbed altogether, 
and another to pay the actual ex- 
penses. Then to return to what I 
was asking you; it can now only be- 
come probably a quesu.va of your opin- 
ion; would you, if you had been con- 
templating extending into the State 
of New York, and if there had been 
no law there compelling you to have 
capital of $100,000, have considered 
it a policy that you could have carried 
out to make the extension without 
increasing your capitalP A.—If we 
had been allowed to go in there with- 
out paying $10,000 or having the capi- 
tal increased and in addition paying 
$10,000, had there been nothing of 
that kind we would have gone in there. 

Q.—Without increasing your capl- 
tal? A.—Certainly. 

Q.—Then the increase of your capi- 
tal was not in any degree based upon 
the necessity of meeting initial ex- 
penses of opening the. field? A.—No, 
gir, not at all. 

Q.—Then what did you in fact do in 
1897 when you had this in ponsernD lee 
tion with regard to your capital stock? 
A.—We issued 2,000 shares and sold 
them at $45 a share. 


Q.—That would be $200,000. When 
you say $45 a share let us see what 
that means. A.—15 per cent. was the 
amount paid up on the whole of the 
shares- We issued 2,000 more at the 
same price. That is the $15 paid up. 
We sold for $45. And as a result $15 
or $30,000 of the 200 went to the 
credit of capital, and $60,000 went to 
eredit of the general funds. 

Q.—You issued 2,000 shares or 
$200,000 tworth of new stock. You 
issued that as a stock with 15 per 
cent. paid upon it. A.—Paid up. 

Q.—That yielded a fund of $30,000? 
A-——Yes. 

Q.—As payment on account of the 
$200,000? A.—Yes. 

Q.—Then you exacted as the value 
of this new issue of stock, over and 
above the 15 per cent. an additional 
30 per cent. A.—80 per cent. as a 
premium. 

Q.—Making another $60,000, so that 
the proceeds of that sale were, alto- 
gether, %90,000? A-—$90,000. 
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Q.—$30,000 of which was applied 
upon the capital account as being 15 
per cent. paid upon shares? A.— 
Yes. 

Q.—And the balance carried into the 
General Fund as it came in? A.—As 
a profit, yes. 

Q.—Then supposing you were to call 
up the remaining 85 per cent., was 
there anything in the terms upon 
which you issued this stock which 
would require the balance of the prem- 
ium to be paid also? A.—I do not 
exactly understand that. 

Q.—You see you were getting 15 
per cent. of the capital value and 15 
ih cent. of the premium value? A. 
—Yes 

Q. af you called up another 15 per 
cent. of the capital value would you 
call up another 15 per cent. of the 
premium value? A.—On the same 
stock P 

Q.—Yes, or how did your scheme 
deal with that question? A.—We did 
not deal with it at all; we simply sold 
so many shares at a certain figure. 

Q.—You sold them at a premium? 
A.—At a premium of $30 a share. 


Q.—Then you were not selling them 
at a premium of $200 a share if 
they were all paidP I do not know 
that I make my meaning clear 
to you. If you had been collecting 
the whole $200,000 and had been is- 
suing the stock at a premium of 200, 
you would have got, not only $200,- 
000 to apply on capital, but $400,000 
to apply on premium on stock. Was 
it the intention, when you devised 
this scheme that you should ever call 
up more capital, ever call up any more 
percentage upon that stock? A.— 
We had no thought or intention at 
the time, of doing so. 


Q.—And I suppose it follows then 
that you had no intention of calling 
up any more of the premium, or had 
the premium exhausted itself by the 
payment of this $60,000? A.—It ex- 
hausted itself there. The stock was 
sold, the party bought it, say for $/15, 
and it was his for that. But the ques- 
tion of bookkeeping was another 


. thing. We put $15 to his credit—we 


acted just the same as if anyone out- 
side had been selling it in the mar- 
ket—the company pocketed the $60, 
000 and put $30,000 to the credit of 
the stock. 

Q.—Under the bargain vou made 
with these subscribers to that issue 
of stock you are never going to be 
able “to call it in for any more than 
85 per cent. of the capital? A.—No 
sir. 
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Q.—You are not going to be able to 
call on him for any more premium? 
A.—No. 

Q.—The premium is exhausted by 
that payment, once for all? A.—Yes, 
as far as we know. 

Q.—You issued that as paid up at 
15 with a view of making that stock 
stand upon the same terms as the 
other? A.—dAs the other. 

Q.—But you have not told me how 
you got the other from 123 to 15P A. 
—That was in 1897; 23 per cent., the 
$2.50 per share, was put to the credit 
of stock from surplus; that is from 
the portion of the profits that had been 
allocated to the shareholders. 

Q.—That is in respect to the holders 
of the $500,000 of stock upon which 
123 per cent. had been paid, from the 
profits accruing to those shareholders 
you allocated 24 per cent. upon $500,- 
000 as a bonus to raise the payment 
to 15 per cent.? A.—15 per cent. 

Q.—And in that way that became 
paid up to the extent of 15 per cent. 
You have prepared a little exhibit 
here which shows that in a very con- 
cise form. I will put that before you 
and put it in. This is prepared, of 
course, by your company. You show 
a paid up capital of $62,500 during 
the years 1891 to 1896 inclusive? A. 
—Yes. 

Q.—You showed during the first 


half of 1897 the same $62,500? A.— . 


Yes. 

Q.—Then you show during the sec- 
ond half of 1897 a bonus addition of 
$12,500. A.—At the time of division. 

Q.—Which pays up another 23 per 
eent., making the paid up capital for 
the latter half of the year $75,000? 
A.—$75,000. 

Q.—Then you bring in the new 
stock, $200,000 with 15 per cent. paid 
on it; that is $80,000 more, and from 
1898 down to the present time you 
show the 75 plus that 30 or $105,000 
of paid up capitalP A.—Yes. 

Q.—That is the way that was done? 
A.—Yes. 

Q.—So that from 1897 down to the 
present time your paid up capital is 
$105,000 or 15 per cent upon the 
whole $700,000? A.—yYes. 

Q.—And you have not issued any 
more capital nor needed any? A.— 
No. 

Q.—You have not called up any cap- 
ital nor needed toP A.—wNo. 

Q.—Your operations have been sat- 


isfactorily carried on without any’ 


such call for or addition to the capital 
stock? A.—It is satisfactory to us. 

Q.—Nothing could be a better test. 
And if I understood you correctly, if 
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it had not been for the abortive pro- 
ceedings taken towards extending into 
New York you would.still be working 
on the $62,500? A.—Well, I am not 
sure of that, no. In 1897 we would 
have had the addition. 

Q.—Which addition? The $30,000? 
A.—When it was raised from $62,500 
to $75,000. 

Q.—You would have done that any 
way? A.—The addition of the 23 in 
1897 was in no way the result of our 
intention to enter the State of New 
York. It was simply the result of 
the condition of our surplus at that 
time. 

Q.—You felt that the surplus was 
so flourishing that you could take 
that outP A.—No. 

Q.—Then put me right; I want to 
be put right? A.—The amount of 
profit belonging to the shareholders 
warranted us in doing that. 

Q.—I would say that is putting the 
same idea in a little better language? 
A.—Well, I would not say better lan- 
guage, I would say a little different 
idea. 

Q.—Then let me amend the pro- 
position I put to you a moment ago. 
Having found that you were able with- 
out inconvenience to pay a bonus to 
your shareholders of $12,500 and so 
increase their capita] stock paid up 
to $75,000, I take it that you will 
go with me this far, that you would 
not have made any further call or 
addition to your capital stock, so far 
as the exigencies of the business were 
concerned, from that date down to 
now? A.—Not as far as I know. 

Q.—Does it fairly follow from that, 
that you have been paying interest to 
shareholders upon $80,000 of stock 
that you did not need? A.—No, par- 
don me; I will correct myself there. 
We have been paying interest but we 
have been paying no profits. 

Q.—Then I will amend it that way, 
so as to have you go with me. You 
have been paying interest upon &30,- 
000 loaned to you that you did not 
need or advanced to you, paid in to 
‘the capital stock that you really did 
not need in the company’s operations? 
A.—I do not like to use the word 
“lent to us,’? we gave them value in 
the shape of stock; that $30,000 had 

een earning 5 per cent. interest 
since and nothing more. 

Q.—And you have not needed it all 
this time? A.—No, I cannot say 
that we required it. We could have 
done without it. (The statement re- 
ferred to filed as Exhibit 586.) 
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Q.—I will have this document mark- 
ed also (Exhibit 587). This Exhibit 
587 has also been furnished by your 
company? A.—Yes, apparently. 

Q.—This shows, in a little different 
form and quite as concisely your sub- 
scribed and paid up capital in 1891 
down to 1905, the subscribed capital 
being $500,000 for the first six and a 
half years and for the other eight 
years and a half, $700,000? A.—Yes. 

Q.—That amount paid up is shown 
as in the other exhibit. Then Exhi- 
bit 587 also shows the names of your 
shareholders and the _ transactions 
from 1891 down to 1905. You might 
just look at it and verify that? A. 
—I know it has been rendered to you. 
but I have not gone over it. I know 
the handwriting and I am prepared 
to accept it as correct. 

Q.—It has been rendered as being 
an accurate account and I have no 
doubt that it is? A.—I have no 
doubt whatever that it is correct. 

Q.—Then, by a process of going 
through the stock holding in the year 
1905, we can arrive at who the share- 
holders of the stock were during all 
this time and including 1905? A.— 
Does it include 1905? 

Q.—Yes, the last year is 1905 and 
is footed up to the 7,000 shares? A. 
—Yes, that is right. 

Q.—Then there has been prepared 
for me a statement which I would 
like to put in at this point; it has 
been prepared from the document I 
have just been looking at; a state- 
ment showing what the holdings of 
the various directors were in 1905? 
A.—The Blue Book shows that, I be- 
lieve. 

Q.—I think the Blue Book shows 
that? A.—But I could not verify the 
correctness of that from memory. 

Q.—May I give it as we have it, 
subject to being corrected? A.—If 
you will allow me to look at the writ- 
ing ? 

Q.—It is not from your company at 
all? A.—Oh, then I cannot verify 
it. If one of our own staff gave it 
I would accept it. 

Q.—This is taken from the docu- 
ments we have here? A.—If it is 
an extract from this, may I refer to 
this (Exhibit 587)? 

Q.—Yes. look at Mr. Ewing and 
look in the last column? A.—73 
shares. 

Q.—Mr. Cleghorn, another director? 
A.—36 shares. 

Q.—36 is what I have. Cushing, 
another director? A.—His name 
isn’t here. 
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Q.—Charles Cushing, 50? A.—yYes, 
50, I know now. 

Q.—Mr. J. D. Dougall? A.—25. 
He is not here, either. I don’t see 
how that is. 

Q.—You will find him on the last 
page; he was not in so early as that. 
It is on this printed list? A.—J. R. 
Dougall, 25 shares. ; 

Q.—Kingman? A.—55. 

Q.—Mr. McKergow? A.—35. 

Q.—Mr. Tasker? A.—250. 

Q.—Then how many have you Mr. 
Macaulay? A.—517. 

Q.—Then you acquired 25 shares 
since the 8lst December, because you 
had only 492 thenP A.—I am not 
sure at the present moment. What- 
ever is here is my property, that is 
all I know. ; 

Q.—517 then. Then Mr. T. B. 
Macaulay? A.—He has 141. 

_Q.—Then he has parted with some. 
Then have you some in trust? A.— 
I have. Shall I say how many? 

Q.—Yes, pleaseP A.—209. 


Q.—There are 25 gone out of that; 
perhaps that is the 25 that has been 
added to your personal holding. That 
would seem to indicate that 25 of the 
shares you held in trust on the 31st 
December have become vested in you 
beneficially since? A.—Yes, that is 
sO. 


Q.—Then what is the trust upon 
which you hold those shares? A.—+ 
I have ioaned moneys to parties, that 
is my own personal property. 

Q.—You have been loaning your 
own personal money to various share- 
‘holders? A.—Yes. 

Q.—Are all the 209 shares, shares 
in respect of which you have loaned 
money in that way? A.—No, not all. 


I cannot tell you exactly the number 


but there is a certain number in my 
wife’s name, part of this 209 stands 
in my wife’s name, that is they are 
in trust for her, I mean to say. 

Q.—They are her property? <A.— 
Yes. 

Q.—And the whole of the balance 
is stock in respect of which you have 
made loans? A.—Yes. 

Q.—And you hold then in trust to 
satisfy the loans? A.—Yes. 

Q.—Then Mrs. T. B. Macaulay, is 
she a stockholder? A.—Mrs. H. M., 
isn’t it? Mrs. H. M., 33 shares. 

Q.—That is the same? A.—Yes. 

Q.—Mrs. A. J. Macaulay? A.—20 
shares 

Q.—And Dr. H. R. Macaulay? A.— 
173 shares. 

Q.—That is the same. Then what 
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other shares are there belonging to 
the Macaulays? A.—I think you have 
exhausted the list of Macaulays. There 
is a total here 1,740, I think. 

Q:—1,740 is the holding of the clan 
out of the 7,000. There may be some 
that are not here, but I do not know 
that I am concerned in following that 
out in detail. I will return this printed 
list. Then it had better be recorded 
that the figures that have been given 
are the figures as of February of this 
year and later than the 3lst December 
1905. To what extent does the practice 
of directors holding proxies from share- 
holders obtain in your company? A.— 
None. 

Q.—There are no proxies? A.—No. 

Q.—There are no proxies held by 
directors for shareholders? A.—No, 
there has not been a proxy used inside 
of 15 or 20 years. 

Q.—When you say a proxy used, you 

are not making any reservation there 
about there being proxies but not find- 
ing it necessary to use them? A.—No, 
I am not aware of any proxy ever 
being obtained or used inside of 15 
years. 
_ Q.—If a shareholder is not there 
in person he does not vote or his vote 
is not taken. A.—No, only those pre- 
sent. 

Q.—For 15 years he has not been 
able to vote without being there? A. 
—No sir. I don’t mean to say that 
he would have been disqualified if he 
chose to give the proxy, but no proxy 
ae been given or used that I know 
of. 


Q-—Mr. T. B. Macaulay tells me 
that there are proxies given before 
that time and still unrevoked. A.— 
What I mean is this, that whatever 
proxies were obtained in the early 
history of the company, I am not a- 
ware that any have been obtained 
during the last 15 years or more, but 
no action on the part of the company 
or directors has ever been taken to 
annul them. 

Q.—Have they been voted? A:—No 
sir, never used. 

Q.—Even the old unrevoked proxies 
have not been used? A.—No. I mean 
that in that time; I have not gone 
back further to see. 


Q.—Then you did say, and I think 
that is material, that there has never 
been any sending out of proxies or 
any attempt to get proxies in 15 years? 
A.—No, not within my knowledge. 

Q.—Can you, without a great deal 
of trouble, have these old proxies hunt- 
ed up? A.—I think so. The names 
or the proxies themselves? 
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Q.—The proxies themselves, I would 
like to see the terms of the proxies 
vou have that are unrevoked. A.— 
Well, they are old material now. 
Whether I can get them or not, I will 
give you all I can get of them. 

Q.—If you can do that without too 
much trouble. I do not want to give 
you a great deal of trouble about it, 
but I would like to see the form of 
proxy that was used and how it is 
that they do not revoke themselves. A. 
—We do not need them. There has 
been no call for then. 

Q.—At all events you have not made 
use of them in 15 years? A-—No. 

Q.—And you have never tried to get 
others in 15 years? A.—No. 

Q.—Then the next document that I 
wish to have your assent to is under 
the heading ‘‘Organization and Ad- 
ministration.’’ You have said in an- 
swer to one of my questions sent to 
the various companies: ‘‘The company 
has not now and never has had any 
administration boards or committees, 
all the duties of this nature being per- 
formed by the Board of Directors as 
a whole.‘‘ A.—Yes, well, I do not like 
the word ‘‘Board;”’ of courge our 
Board meets every week, but we have 
never had any committees since—a 
committee now occurs to me that was 
appvointed away back somewhere in 
1875, °76 or °77 or ’78 and mt two 
or three times. 

Q.—What was the committee for? A. 
—The idea was that thev would be 
useful to me and they met two or three 
times and they thought a committee 
of one was better than a committe of 
three. 

Q.—I suppose, after all, that is what 
it is; a committe of one is more steadi- 
ly upon the ground than a committee 
of three, and perhaps more familiar 
with the business to be done. Then 
there is a clause in your charter with 
regard to that, but it hardly goes to 
the length of making a committee. It 
is the 17th paragraph of the original 
statute. ‘‘There shall be a weekly or 
semi-monthly, as may be fixed by the 
by-laws of the company, meeting of 
the Board of Directors of the said 
company, and any three or more of 
the said directors shall be a quorum 
for the purpose of transacting and 
managing the details of the busi- 
ness and affairs of the company.-’’ That 
at all meetings the questions shall be 
decided by a majority. The ordinary 
quorum was a majority of five under 
the other section; this makes three a 
quorum to do certain business at the 


a 
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weekly meeting. Were you aware of 
that? A.—I don’t remember the five 
and the three. 

Q.—At page 12, paragraph 15. Any 
number of the directors, being a ma- 
jority ; that would be 5 out of the 9. 
Then this next paragraph enables 3 
to do the business. A.—This overrules 
that, and consequently the majority 
would be three. 

Q.—They are not enabled to do cer- 
tain business, such as passing and al- 
tering by-laws. A.—We have never had 
that; we have never had a meeting of 
three, a hole and corner meeting to 
do a thing of that kind. 

Q.—That would not lessen the force 
of your answer that you have had no 
executive committee? A.—None. 

Q.—Because if three were a quorum 
it would be the Board still that would 
be acting? <A.—If you will let me 
finish that I think I can make it more 


complete ? 


Q.—By all means? A.—Our Board 
meetings are once a week, Tuesday, 
at half-past two o’clock. It is un- 
necessary that we should notify them 
of the meeting. All are expected to 
attend and I do not remember any 
meeting at which there were but 38 
directors, I cannot recall an instance 
of the kind. 

Q.—You have an energetic and act- 
ive Board, I should say? A.—No 
use having them without that. There 
is not a matter of importance that is 
passed, that is not passed absolutely 
by the Board. There may be one or 
two absent. 

Q.—Then the changes since 1891 
have been changes made necessary by 
death? A.—yYes, I think so. 

Q.—I will take those changes, in 
order to have them upon the record. 
Your Board on the Ist January, 1891, 
was composed of the following 
nine: yourself, President; Hon. A. 
W. Ogilvie, Vice-President; Messrs 
H. Ewing, Robert Anderson, W. J. 
Withall, James Tasker, M. Macken- 
zie, Alex. Macpherson and J. P. Cleg- 
horn. Robert Anderson died in 1896 
and was succeeded by T. B. Macaulay ? 
A.—Yes. 

Q.—W. J. Withall died in 1898 and 
was succeeded ‘by Mr. J. R. Dougall? 
A.—Yes. 

Q.—Mr. Ogilvie died in 1902 and 
was succeeded by Abner Kingman? 
A.—Yes. 

Q.—Two died in 1904, Mr. Macken- 
zie and Mr. Macpherson, and in 1904 
Mr. Charles Cushing was appointed 
upon the Board and in 1905 Mr. John 
MacKergow? A.—Yes. 
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Q.—Those are all’ the changes in 
your Board since 1891? A.—As far 
asivl TRE er yes. 

Q.—Then a ‘general question with 
regard to the present Board. You of 
course are on the spot and know what 
is going onP A.—Yes. I have to 
qualify that by saying that I have 
my holidays and so forth, and I may 
be ill. Outside of that I am there 
always. 

Q.—Mr. Ewing, the Vice-President? 
A.—He is there practically every day 
and sometimes a good many times in 
the day. Making allowance for his 
holiday. 

Q.—He is a regular attendant at 
the meetings? A.—Yes. 

Q.—And takes an active part in 
the business of the company? A.— 
Quite so.. 

Q.—Then Mr. Cleghorn, is he an 
active director? A.—Quite so, a very 
regular attendant. 

Q.—Perhaps not so much in the 
office as Mr. Ewing isP A.—No, no 
other director outside of the Secretary 
and myself. 

Q.—He attends the meetings, 
though, regularly? A.—Regularly, 
very regularly. 

Q.—Does he take an active part 
in the business that goes on? A.— 
They all do. 

Q.—You say that with regard to 
all of them? A.—You would not ex- 
pect me to make any discrimination. 

Q.—No, I am not going to ask you 
to make any. invidious distinctions; 
that would not be fair to you or any- 
body else. But the people who are 
the most active are yourself, the Sec- 
retary, Mr. T. B. Macaulay, and, 
shall we say, Mr. Ewing? A.—Yes, 
I would say Mr. Ewing, simply for 
the reason that he is expected to call 
oftener at the office. 


Q.—He, I suppose, receives a salary 
as Vice-President? A.—A little more. 

Q.—And is expected to give a little 
more time? A.—yYes, that is all. 

Q.—You would not draw any dis- 
tinction between the other six at all? 
A.—No, none. 

Q.—All regular attendants? A.— 
Yes, all regular attendants, and ready 
to give their services to go abroad 
anywhere to look after investments 
whenever required, and they have 
done that a good many times. 

Q.— Actively participating in the 
inquisition you make into securities 
that are presented to youP <A.— 
Myer one, of course some more, some 
ess. 
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Q.—I put that statement with re- 
gard to organization and administra- 
tion in (Exhibit 588). Now, the next 
subject I want to take up with you 
is the subject of the dividends which 
have been paid to your shareholders. 
You furnish two statements, one of 
which has been marked as No. 586 
and the other will be No. 589. Ac- 
cording to the statement given to us 
your shareholders were paid a cash 
dividend of 12 per cent. or $7,500 in 
1891? A.—yYes. 

Q.—In 1892 for the first 6 months 
at the rate of 12 per cent., and for 
the second 6 months at the rate of 15 
per cent.P A.—Yes. 

Q.—Or altogether for that year $8,- 
437.50? A.—Yes. 

Q.—Then for 1893-4-5 and 1896 15 
ite cent. or in each year $9,375? A. 
—Yes. 

Q.—Then in 1897 15 per cent. for 
the first half year upon $62,500 and 
for the second half year upon $75,000, 
making a total of $10,312.50. That 
was the year in which the capital was 
paid by the addition of a bonus. That 
$10,312.50 was in addition to the $12,- 
500 applied upon the capital stock? 
A.—In addition, yes. 

Q.—The old shareholdew got $12,- 
500, paid on their capital stock in ad- 
dition to these dividends? A.—In ad- 
dition, yes. 

Q.—Then from 1898 to 1905, inclus- 
ive, the dividend has been 15 per cent. 
ae rae or $15,750 per year? A. 
—Yes. 

Q.—Now, are you able to discuss 
with me the shareholders’ account? 
A.—I think so. Where I cannot I 
will refer it to the Secretary who will 
krow better. 

Q.—This is a copy of your share- 
holders’ account taken .from your 
books and you will probably be able 
to recognize most of the items about 
which I want to ask questions. This 
is in the shareholders’ account, ledger 
3, at page 109, on the Ist of January, 
1892, there was a _ debit balance 
brought down of $647.54. Is that 
familiar to you in a general way? A. 
—Not familiar, but of course I know 
it is there. 


Q.—Does that indicate that the 
shareholders down to the 3lst Decem- 
ber, 1891, had received more than 
was coming to them according to the 
true state of their account? A.— 
That the last dividend paid overdrew 
their account to the extent of $647. 
It must not be forgotten that there 
was interest and profits accruing due. 
Had we been able to have put to their 
credit at that moment the profits be- 
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longing to them by the division there 
would have been no overdraft. Of 
course we only do that at the end 
of every year. 

Q.—Then this account not only 
shows what is actually paid out to 
them in dividends or in any other 
shape, but it also shows what is car- 
ried to the credit of an account 
against which these dividends may be 
drawn, A.—To the credit of the share- 
holders. 

Q.—Now the first entry on the other 
side of the account is 62 per cent. of 
profits, $16,042.51. Just tell me what 
that means. A.—That means their 
proportion of the profits at division. 

Q.—When you say their proportion 
of the profits just elaborate that a 
little for me, if you please. Did you 
mean their proportion of the profits 
which have been earned by the total 
moneys of the company during that 
year, that is during the year 1892? 
A.—No, because there is $4,448, car- 
ried to the credit here, which means 
the interest upon their capital. There- 
fore that interest must be left out. 

Q.—The first thing to do then is to 
ascertain what interest you will pay 
them upon their capital, their money, 
apart from any question of profits? 
A.—Yes. 

Q.—In other words you treat their 
capital as a debt which you are to dis- 
charge first out of profits? A.—Yes. 

Q.—That is the interest upon which 
you must pay. At what rate was that 
interest computed? A.—Kither 5 or 
6, I am not just sure now. 

MR. LANGMUIR: According to 
its earning power or does it vary from 
time to time? A.—TI think we simply 
made a division of 5 or 6 per cent. I 
am not sure whether we considered 
whether the earning power was really 
up to that, or not. That is my im- 
pression. The Secretary can tell you 
more accurately. I have never been 
concerned in any of those divisions. 

MR. SHEPLEY: I am more inter- 
ested in getting the method adopted 
in this account presently than with 
the accuracy of the figures. A.—Will 
you allow me to ask whether that is 
the way it was done? 

Q.—Certainly. 

MR. T. B. MACAULAY: We car- 
ried to the credit the interest earned 
upon the shareholders’ money and 
then also credited them with the pro- 
portion of the profits. 

MR. LANGMUIR: Is there a spe- 
cial investment of the shareholders’ 
money? A.—No, no special invest- 
ment at all. 


INSURANCE. ‘ 2809 


SESSIONAL PAPER No. 66 


86th day, Oct. 15, 1906. 


MR. SHEPLEY: Your Honors will 
see the general method of the account 
when [ have got a little distance. Then 
your hypothesis is that the sharehold- 
ers’ capital, money, has been at risk 
and they ought to receive interest up- 
on it? A.—yYes, and a little more. 
They have got nearly a million dollars 
at risk besides, not paid, and we hold 
and I consider they are entitled to get 
something for that. In the event of 
the company going to the wall, becom- 
ing insolvent, their unpaid stock would 
be called in and it would be very 
funny to have that called in and yet 
get nothing for it in the meantime. 

Q.—Can you tell us what allowance 
you make in respect of the unpaid 
capital? A.—I don’t think we ever 
take that really into account beyond 
simply saying that if we are earning 
5 or 6 they get that. 

Q.—That is upon what they have 
paid in? A.—Yes. 

Q.—But not upon what they may be 
called upon to pay? A.—Not a cent, 
except if we earned 4 and g&ve them 
5, the half per cent. is practically for 
that. 

Q.—That is, you may be paying 
then a greater rate of interest than 
your funds have actually earned? A. 
—A little, yes. 

Q.—And you consider that. their 
capital having been at risk should re- 
ceive interest, and should receive 
interest at perhaps a little more than 
has been earned, for you have regard 
to the further risk in respect of the 
unpaid capital. A.—I am afraid you 
will have to simplify that a little. 

Q.—First, they have had a certain 
amount at risk, $62,500, that was 
earning money. A.—Certainly. 

Q.—If that earned 43 per cent. 
along with the general funds you were 
investing, you did not confine them to 
the 43 per cent., but gave them a little 
more. A.—TI think so. 

Q.—You did that because you con- 
sidered that they had the unpaid cap- 
ital at risk also. Well, I put that in; 
IT don’t know that I should do it. It 
is merely as a matter of course. I 
don’t know that is moved us to do so. 


MR. KENT: I understand you, 
Mr. Macaulay, to say that the share- 
holders are entitled to be paid upon 
capital stock they have not paid up? 
A.—That it ought to be considered 
when we come to make a division of 
profits. You would not be willing, 
Mr. Kent, to be liable for $20,000 and 
have only $500 paid up and only be 
paid interest upon your $500? 

Q.—I would be very glad to be 
liable for $20.000 for the Sun Life? 
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A.—That is not the question. You 
are a citizen of Montreal and you 
know there were years when perhaps 
you would not have said that. 

Q.—I do not remember a year when 
it was not a good thing to be a share- 
holder in the Sun Life? A.—I am 
very glad to hear your good opinion 
of it, sir, but I am very sure if Mr. 
Kent were an extensive shareholder 
he would expect all that we have 
been paying at least, or I am very 
greatly mistaken. Human nature is 
the same in everybody pretty much. 

MR. SHEPLEY: At all events that 
is the explanation of that item of 
interest? A.—I think these two 


ought to be bracketed together. 


Q.—We will bracket them together. 
But the company did not do that; I 
do not mind bracketing them, al- 
though we have to consider them sep- 
arately, any way. You have, of 
‘course, to deduct from the gross pro- 
fits that you have on hand that item 
of interest before you apportion the 
balance between the shareholders and 
the policyholders? A.—I believe that 
is done. 

Q.—Then this would indicate that 
vou calculated 6 2-3rds per cent. of 
the profits so left as being apportion- 
able to the shareholders? A.—To the 
shareholders. 

Q.—Do you know whether that is 
accurate as a matter of fact? A.—In 
what way? ‘ 

Q.—That the sum of $16,042.51 is 
really 6 2-3rds per cent. of the profits 
then divisible? A.—If not correct I 
am mistaken. 

Q.—You believe it to be correct? 
A.—I do. It was the intention and 
not one per cent. more. 

MR. T. B. MACAULAY: Might I 
explain there, Mr. Shepley? 

MR. SHEPLEY: By all means. 


MR. T. B. MACAULAY: The 6 
2-3rds per cent. is the proportion of 
the amount which is divided at 
that time. Not of the total sur- 
iplus of the company, but we figure 
out what amount is going to the pol-: 
icyholders and then if 93 1-3rd per 
cent. is what the policyholders get, 
the shareholders get 6 2-3rds, making 
tthe hundred altogether. It is not the 
total surplus but only the amount act- 
ually paid to the policyholders at that 
time. 

WITNESS: In other words, out of 
every $100 that is decided upon to 
be divided the shareholderg get 6 
2-3rds. 

MR. SHEPLEY: We will go into 
this a little more fully when we have 
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the books here, but according to your 
understanding of it you set apart at 
that time for policyholders such a sum 
as would bear the proportion of 93 
1-3rd per cent. as against 6 2-3rds 
per cent.? A.—Yes. 

Q.—Is there a policyholders’ account 
like the shareholders’ account kept in 
your books: where we can find these 
divisions? A.—Do you mean an in- 
dividual account? 

Q.—No, this is not an individual 
account; this is an account for all] 
the shareholders? A.—I think so. 

Q.—You think there is an account 
for the policyholders in the same way? 
A.—There must be. I am not fami- 
liar with it, but there is a private 
‘account. Would you allow me to ask 
the Secretary ? 


Q.—By all means. What I am ask- 
ing is this, whether you have in your 
books an account kept upon the same 
principle as this, but for policyhold- 
ers instead of shareholders? 

MR. T. B. MACAULAY: Yes, we 
can show that. 


Q.—Perhaps it would be as well to 
send for the book containing these 
accounts and we can illustrate, if 
necessary, as we go? A.—You see, 
Mr. Shepley, I am not conversant 
with books. There is a vast amount 
of detail that has to be divided and I 
do not attend to it. 


Q.—I understand that, Mr. Macau- 
lay, but you are as likely to be fami- 
liar with the principles underlying 
the account as I am, and I want to 
understand those. This account con- 
tains the whole series of dealings of 
this company with its shareholders 
and is, therefore, a very important 
account. JI am sending for a copy for 
your Honors. That gives you two 
sums of money, one being interest 
and the other being 6 2-3rds per cent. 
of the profits divisible that year as a 
credit to the shareholders’ account? 
A.—Yes. 

Q.—Against that you have to pay 
the overdraft of $647.54? A.—Yes. 

Q.—You paid a dividend that year 
for the half year at 12 per cent. and 
another dividend at 15 per cent. for 
the other half year and you carried’ 
to profit and loss $330.77? A.—No, 
we bring it down again, don’t we? 

Q.—I will eliminate that for the 
present because it will perhaps only 
confuse us in getting the method of 
the account. Then that left unpaid 
to the shareholders on this account 
$11,075.46. That was a credit balance 
unpaid, you had that on hand? A. 
—Yes. 
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Q.—Allocated to them but not paid 
to them? A.—As a balance, yes. 

Q.—Then for 1893, similarly, you 
take interest $4,256.07 and then 6 
2-3rd per cent. of the profits, it is 
only $2,046.50 this yearP A.—Yes. 

Q.—How do you account for that? 
‘A.—You see we used to divide only 
once in 5 years for all policies. Then 
some time in the nineties we adopted 
the plan of making the business of 
every year work its own quinquennial. 

Q.—That is, if I were insured this 
year, and you next year, my quin- 
quennium would occur a year earlier? 
A.—Yes. 

Q.—And you would divide among 
those only completing their quinquen- 
nium in that year? A.—Yes, and 
this was a division of the newer poli- 
cies, and that of the old. Hence it 
was larger. 

Q.—Then you paid in dividends that 
year a good deal more than you had 
that year upon its own businéss, to 
giveP A’—On its own business. 

Q.—But you had the surplus from 

last year of $11,000. Then that 
brought your surplus down at the end 
of 1893 to $7,447.45? A.—Yes. 
_ Q.—Similarly in 1894 yau took out 
interest $4,102.06, and 6 2-3rds per 
cent. of the profits that year was $2,- 
607.8LP 2 A Ver: 

Q.—And you paid out your divi- 
dends at the 15 per cent., as before, 
bringing your surplus down to $5,- 
en per cent. in this account? A. 
—Yes. 

Q.—In 1895 you carried to the credit 
of the shareholders’ account $4,141.48 
as interest; that would be the corres- 
ponding item to the other interest 
items we have séen 6-2rds of the profits 
$4,043.98. It has gone up that year 
practically double what it was the year 
before? A.—Yes. 


Q. Then here is ‘‘Accident Branch 
profits, $2,000.’? What does that mean? 
A.—Well, it means what it says, $2,000 
carried from a balance to the credit 
of Branch Account, a strictly propriet- 
ary business, and all the profits of 
that belong to the shareholders. We 
carried to the credit of the sharehold- 
ers $2,000 from it that year and a 
much larger amount later. 

Q.—This seems to be an arbitrary 
sum. A.—Simply to keep up the bal- 
ance I suppose. I am giving simply 
my own idea, the secretary has to do 
with that. 


Q.—You would understand from that 
item that the accident branch of the 
business which you say was strictly 
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proprietary, in the sense that the 
shareholders alone were interested in 
the profits of it- A.—That is all. 

Q.—Had some presumable surplus 
out of which to transfer $2,000. A-— 
No, some actual surplus and today 
that account has somewhere about 
$20,000 odd to its credit. 

Q.—I won’t quarrel with your use 
of the word actual; that was the 
theory, that there was an actual sur- 
plus. A.—Yes. 


Q.—And $2,000 was transferred from 
that surplus to this shareholder’s ac- 
count so that they might draw against 
that too. Then that enabled you to pay 
out your 15 per cent. dividend that 
year without lessening the credit bal- 
ance. A.—So it seems, yes. 


Q.—Then in 1896 we have interest 
as before $4,100.22, and 6 2rds per 
cent. of profits as before $4,893.31. 
Out of those two sums you paid your 
15 per cent. dividend and that brought 
your credit balance down to $4,762.68. 
A.—Yes. 

Q.—Then in 1897 you seem to have 
carried down interest the same as be- 
fore $5,871.13. It is a little more but 
your capital was increasing then, and 
then instead of 6 2rd per cent. of the 
profits you seem to have gone down to 
5 per cent. of profits declared. A.— 
Yes. 

Q.—What is the cause of that? A.— 
Well, I hope you are not going to 
quarrel with us for having done that? 

Q.—No, indeed. A-—The directors 
are voluntarily reducing their own 
share of profits. Instead of taking 6 
2rds we only take 5 per cent. 


Q.—What was the cause that oper- 
ated? Do you wish us to believe it 
was just—I was just going to say 
morbid generosity? A.—I won’t say 
morbid generosity, but the liberal 
‘disposition of the board. I _ will 
back that up by saying you may 


take any company in the country and’ 


you will find none dealing more gene- 
ay with policy holders than the Sun 
ife. 


Q.—I am not going to cast any 
doubt upon that at all, apparently the 
five per cent. of the profits that year 
was $6,000, whereas the 6-2 per cent. 
of the profits in the previous year had 
ranged $4,893.31. 

Q. That is simply reproducing the 
figures in 1874. 

Q.—That is another quinquennium? 
A.—Another quinquennium. 


Q:—That is falling off as one would 
expect it to do? A.—Exactly. 


Sun Life Assurance Co. 
(Mr. Robertson Macaulay, Ex’d.) 


Q.—5 per cent. upon those profits 
would include 5 per cent. not only on 
the old policies, but also 5 per cent- 
on the new policies, attaining their 
qhinquennium that year? A.—You 
are making out there, if I under- 
stand you rightly that we are first 
charging the policy every year which 
is a part of the quinquennium, and 
then afterwards— 

Q. No, I am not making any sug- 
gestion to your discredit at all, I want 
to make the thing plain, so that I 
myself might understand it. You had 
to make up that $15,534.94. You had 
not only the profits at the end of the 
quinquennium on the old _ policies, 
which would be a bulk of policies but 
you also had the profits on the new 
policies attaining the quinquennium 
in that year, which would be a small- 
er sum? A-—Yes, all the profits, out 
of every hundred dollars. I think that 
is the clearest way I can put 1t, 
out of every one hundred dollars, we 
decided to divide that year. 

Q.—Whether old or new? A.—They 
got five per cent. We never divided 
the whole surplus. We may have di- 
vided perhaps three fourths of the sur- 
plus, but whatever we did divide that 
year, the shareholders got five per cent. 
of it. 

Q.—Then on the other side of the 
accounts you have dividends for the 
first half year, a certain sum, and for 
the second half year a certain sum. 
That is because of the introduction of 
new capital? A.—Yes. 

Q.—Then you have stock dividend, 
$12,500. That is what is charged up 
today to their credit? A.—Yes. 

Q.—That has brought your credit 
balance down for this account to 
@3,042.20. A.—Yes sir. 

Q.—Thewu in 1898—now you have got. 
your whole $105,000 of capital out, 
and your dividends do not vary from 
that? At—No. 

Q.—They are $7,775.00 each half 
year? A.—Yes. 

Q.—In 1898 you had $5,327.20 and 
five per cent. of profits $6,376.96. Do 
you see that? A.—Yes-. 

Q.—Your divisions upora the new 
policies were increasing? A.—Why cer- 
tainly. 

Q.—Your new policies were increas- 
ing in number, therefore the profits— 
A.—At the end of the second period 
any business going into the old quin- 
quennium would be included? | 

Q.—The shareholders overdrew 
$1,025.53? A.—I did not keep this ac- 
count. I am only following you. 
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Q.—I am appreciating that, and do 
not wish to have you put in any em- 
barrassment about it. This seems to 
be the old account and you can help 
me with the method. Apparently in 
1898 the payments of these dividends 
overdrew the amount available in the 
shareholders accounts? A.— It looks 
like it, yes. 

Q.—Then we have interest five per 
cent again, and we have proportionate 
profits, $7,706.15, rising gain. Now 
what are those two sums? What is the 
nature of them, ‘‘profit sale of securi- 
ties, R. D. Branch.’’?? A-—This would 
be the proportion belonging to the pro- 
fits of the sales of that year. 

Q.—That is the first time I see that 
item in the account. Would that indi- 
cate that is the first time the item 
was so treated, or was it the first time 
it was so treated. A.—The first time 
it was so treated I believe. 


Q.—It would not be the first year 
you had made a profit on selling se- 
curities? A.—Not very many years 
back that we were making much that 
way. 

Q.—What is R. D. Branch? A.— 
That is Reserved Dividends. I cannot 
explain it 

Q—Why are those not included in 
this? 

Mr. T. B. MACAULAY: I imagine 
there was a distinction drawn because 
they were just coming in for the first 
time. 

Q.—You paid your dividends and 
discharged your old balance, and the 
debit balance then rose to $4,651.31, 
apparently. You overdrew at the end 
apparently. You overdrew at the end 
of that year to the extent of $6,000 
odd? A.—That arose through a mistake 
which I will explain further on. 


Q.—In the year 1900 we see another 
$4,000, transferred to the Accident 
Branch? A.—Yes. 


Q.—And I suppose that transfer was 
made for the purpose of reducing the 
overdraft? A.—yYes, to assist in it. 


Q.—To assist in reducing the over- 
draft? Yes, they were entitled to it. 
It was their own profit. 


Q.—And I suppose the whole ques- 
tion as to whether or not there were 
profits to bring over? A—wWell there 
was. 

Q.—It was right upon the theory 
you have given us, if there were those 
profits to bring over, but if there 
were not those profits to bring over, 
then it was not right? A.—If the 
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profits were not there, it was wrong. 
If the profits were there, it was right. 

Q.—The other items in 1900 do not 
call for any observation. They are 
not abnormal] at all, and the debit 
balance is reduced slightl~ $3,846.66 
at the end of that year? Then in 
1901, the only item there—well, there 
are two items. The interest does not 
call for any observation, but the pro- 
portion of profits does. The propor- 
tion of profits had fallen from $7,353 
to $3,137. What does that mean? 
A.—I do not know. 

(Mr. T. B. Macaulay explains the 
items to the witness.) 

Q.—The explanation introduces a 
larger subject, and we will not com- 
mence the discussion of it now. In 
1901 you were strengthening your re- 
serve by transferring your divisible 
profits which you would have to main- 
tain in reserve— A.—Yes. 

Q.—The other item is profit on sale 
of securities? A.—Yes. 

Q.—Do I gather from finding nine 
thousand dollars odd in that, that 
the policyholders got what would be 
ninety-five as against five per cent.? 
A.—That is my own impression. 


MR. LANGMUIR: About $140,- 
000. 


MR. SHEPLEY: This nine thous- 
and profit on sale of securities would 
be five per cent. of the total profit 
made P 


MR. T. B. MACAULAY: No. In 
the earlier years we had given the 
shareholders as large an interest as 
six per cent., and at that time we 
considered we had gone a little bit 
too far in robbing the shareholders 
for the benefit of the policyholders, 
cutting down their profits to give 
per cent., and we thought it was right 
to undo some of the injustice we had 
done in the past, and there are two 
items of nine thousand dollars, and 
another little item over there further 
on, that consists of just rectifying 
and allowing the shareholders up to 
six per cent. interest on their money. 
There is a full statement of it given 
in the voucher. 


MR. SHEPLEY: Let me see if I 
understand it. For a certain number 
of years you had been allowing inter- 
est at 5 per cent. on the capita] in- 
vested, to the shareholders? A.— 
Yes. 

Q.—Then in this year you came to 
the conclusion that during all those 
vears they were entitled to more, and 
‘vou proceeded to put to their credit 
such a sum as would bring up the in- 
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terest to six per cent. during the 
years in which it had been less? 

MR. T. B. MACAULAY: Yes, that 
is right, except it was not exactly 
five per cent. before, but such a sum 
as the company might have earned, 
and on the other hand” we excluded 
from the shareholders accounts any 
question of profits made upon invest- 
ments, and in the long term of years 
I have a statement here showing the 
exclusion, not giving them any share 
of the profits on investment, and the 
amount put to their credit as the 
difference in interest practically very 
closely balanced each other. We con- 
sidered we had been actually going 
just a little bit too fast in cutting 
down the proportion of the sharehold- 
ers profits from the original twenty 
we had been giving down to ten, and 
6 2-3 and then down to five per cent., 
and our desire was to make the com- 
pany put right the injustice to share- 
holders, and we desired to rectify any 
little injustice we had done in the 
past, and this is one of the means that 
we took of doing it. We could have 
done like any other company for ex- 
ample, and gone back from the five 
per cent. to the ten per cent., but 
we did not wish to make any change 
and keep the shareholders percentage 
down low, but in order to do that and 
still give the shareholders reasonable 
profit we had to rectify any little in- 
justice that had been done to them, 
and we considered that six per cent. 
interest was reasonable amount to 
amount to allow them, considering 
the risk they ran on their money. 


MR. KENT: Don’t talk about the 
risk your shareholders ran. As I have 
already stated, I do not consider there 
is the slightest risk. Perhaps it 
iwould be well to substitute another 
word for the word ‘“‘risk.’? There is 
mo risk to a shareholder in a life in- 
surance company. 


MR. T. B. MACAULAY: Thank 
you very much for saying so. 

MR. SHEPLEY: I think it would 
be convenient, as was done in another 
case, that Mr. T. B .Macaulay should 
be sworn, and then he can give his 
evidence. 


THOMAS B. MACAULAY, was 
then sworn, and stood alongside of the 
witness box. 


MR. SHEPLEY: Let us have this 
a little cleared up, because you have 
{ntroduced several elements that were 
mot introduced into the original con- 
sideration of it at all. First you 
said as I understood you, I may have 
been quite wrong, first you said the 
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shareholders had not received as much 
as six per cent. on the capital invest- 
ed in the previous year, and that this 
was the time to improve their posi- 
tion so as to give them six per cent. 
Was that right? 

MR. T. B. MACAULAY: In the 
former credit, in the interest account 
—in this item of credit. 

WITNESS: That is correct. 

Q.—They why is it called profit on 
sale of securities? Is it because you 
resorted to the profit on.the sale of 
securities to a greater or less extent 
than you would have otherwise done 
in order to equalize the discrepancy 
in the interest? 

MR. T, B. MACAULAY: I can only 
say I was very much surprised when 
looking up the account to find it under 
that heading and I cannot understand 
how it arose. 


Q.—Where did you transfer the 
money from, because you could not 
put a credit here without a corres- 
ponding debit somewhere else? 


MR. T. B. MACAULAY: Supposing 
we wait till the books are here, they 
will be here in a few minutes. I can- 
not remember these things exactly. 

Q.—Perhaps it is better to wait till 
the books come for that. Then per- 
haps Mr. Robertson Macaulay now 
can proceed with this a little bit fur- 
ther. In the next year the interest 
was made six per cent., $6,221. The 
proportion of profits was $5,592.77. It 
was starting to go up again. Then 
those two sums together were not 
enough to overcome the overdraft in 
the previous year and pay the divi- 
dends, and I find that accident branch 
has $30,000 carried from it to the 
credit of this account. Do you know 
about that? A.—Yes, it has between 
twenty thousand and twenty-five thou- 
sand dollars at its credit to-day. 

MR. LANGMUIR: Q.—You are 
still doing an accident business? A.— 

Oo. 

Q.—Is the branch in liquidation? 
A.—Well we were doing accident busi- 
ness. We issued policies with an en- 
dorsement carrying accident with it, 
and this accident running now is only 
upon ‘those policies, and we cannot 
cancel them. 

MR. SHEPLEY: Q.—It is the most 
trifling description now? Azle da 
not think we have paid out one hun- 
dred dollars in the way of a claim in 
three years. 

MR. T. B. MACAULAY: It is prac- 
tically wound up, but not absolutely. 


J 
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WITNESS: So as I say the thirty 
thousand dollars here of profit at the 
credit of the branch belonged to share- 
holders. It was carried through to 
their credit, and there is still a bal- 
ance of between twenty thousand and 
twenty-five thousand dollars, which 
will eventually be carried to the pol- 
icy holders if not paid up. 


JUDGE MacTAVISH: Q.—But 
there is no liability? A.—In all prob- 
ability one or two thousand dollars 
will cover all that we can ever pos- 
sibly have in the way of a liability. 

MR. SHEPLEY: Q.—Do you con- 
struct a profit side to your accident 
branch out of the expenditure that 
you have made in that branch. I ask 
you in other words whether or not this 
is not made to represent an asset con- 
sisting of items of expenditure in con- 
nection with the accident branch? A. 
—In what way? 

Q.—In this way; you have an acci- 
dent branch running for some years? 
A.—A credit profit could not come 
from a debit interest. 

Q.—In 1891 you seem to have ex- 
pended in your accident branch, $16,- 
602; in 1892, . $15,593. Then you 
dropped your accident branch speci- 
fically, and it dropped to $1,787; 1894 
to $1,198; in 1900 only $82 of expen- 
diture. Now have you any asset to 
transfer that $380,000 out of except 
this expense account? A.—How could 
we transfer from the expense account, 
debit expeuse account, an item to the 
credit of a profit account? 


Q.—That is what I am very much 
interested in finding out. A.—It is 
net there. You cannot find it. Take 
our accident branch to-day; it is not 
costing five cents a year. Are we go- 
ing to charge that with twenty thou- 
sand dollars of expense? 

Q.—I should have thought not? A. 
—This is all from previous operations 
and we cannot charge it with expen- 
ses. 

Q.—But where is your asset of profit 
in the accident branch if it is not the 
asset indicated by this expenditure? 
A.—The difference between the claims 
and the expenses united, deducted 
from the interests and so on, the bal- 
ance is at the credit of that account. 

Q.—That will be cleared up when 
the account comes, and we:had better 
not talk about it perhaps further until 
it does come: Then we will follow it 
down a little further; transferring 
that $30,000 to the accident branch 
left you a credit: balance of $24,000 at 
the end of the year? A.—Yes. 
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Q.—In 1903, the proportion of pro- 
fits dropped again to $3,899.33. Do you 
account for that? A.—Well I cannot. 

Q.—And the interest rose to $15,- 
465.29; so that the item like the 
$9,000 up above, intended to equal- 
ize —? A.—I cannot explain that, 
—IJ will leave the actuary to do that. 

Q.—In 1904, interest $8,600.95. You 
must have been raising your rate of 
interest very considerably? A.—Not 
at all. It is simply the amount of in- 
terest increasing, and of course the 
five per cent. on the larger amount 
gave a larger profit to shareholders. 

Q.—You were allowing this six per 
cent. in 1902 and 1903, I understand, 
and in 1901, and that six per cent. 
only produced about six thousand dol- 
lars. Now in this year you must have 
had a larger rate of interest because 
the interest is $8,600. 

MR. T. B. MACAULAY: It never 
was. 


MR. SHEPLEY: Q.—Your capital 
paid out had not altered, it was $105,- 
000? A.—The amount of the inter- 
est would be larger. 

Q.—You are adding the surplus at 
the credit of this account and calcul- 
ating interest upon that as well? A. 
—Why, certainly. 


MR. T. B. MACAULAY: Certainly. 

Q.—Did you charge this account 
with interest when it was overdrawn? 

MR. T. B. MACAULAY: Yes. 

Q.—It does not appear here? 

MR. T. B. MACAULAY: Then al- 
low that much less. 


WITNESS: Your accountant has 
gone over that very carefully. 

Q.—I see here the profit on sale of 
securities forestalling future profit 
distribution. What is the meaning 
of that? 


MR. T. B. MACAULAY: Perhaps 
I had better answer that. We had 
to face in connection with our share- 
holders, the fact, as I have already 
said, that we had gone further than 
was reasonable in the way of cutting 
down their proportion of profits, and 
we considered for instance on the new 
stock when we issued that at $45 per 
share, and only gave 15 per cent. 
dividends, that meant our sharehold- 
ers were only getting five per cent. 
upon their money, and running $85 
of risk per share; but on the other 
hand we could do like another com- 
pany, and put the proportion back 
to 10 per cent., but we did not wish 
to do so, and that is why twe made 
these changes that we have been talk- 
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ing about, and then we could take in- 
to account the further fact that the 
shareholders are entitled to their pro- 
portion in reality not merely upon 
the profits paid out in any particular 
year, but upon the profits of the re- 
serve, the profits upon the reserve 
dividend policies, and upon the gen- 
eral profits. I have here a little state- 
ment— 


Q.—Does the statement bear upon 
this precise point ?. 

MR. T. B. MACAULAY: Yes. 

Q.—I am asking you about a speci- 
fic item? 

MR. T. B. MACAULAY: Yes. We 
had a large amount that they were 
really entitled to. That will just 
come in a little later on; and we con- 
sidered five per cent. of the profits 
realized each year would be a reason- 
able thing, and the putting five per 
cent. to their credit as forestalling 
the amount they would be getting a 
little later, the deferred profit policy. 

Q.—Before they were entitled to a 
profit in respect to any deferred pol- 
icy, you put to their credit the policy 
from another source, because you did 
‘not think they ought to have to wait 
for the other. That is it in plain lan- 
gnage. 

MR. T. B. MACAULAY: The ques- 
tion whether they were entitled to it 
or not is a matter of opinion. One 
of the Toronto companies testified that 
it credited these stockholders each 
year as they went along, not merely 
with the amounts they paid, but the 
amounts put to the credit of the de- 
ferred policies. We had not been do- 
ing that in the past, and have not 
done so, but we thought it would be 
reasonable, seeing there was a very 
large amount they would be entitled 
to draw, we thought it was reason- 
able to let them get five per cent. on 
their money by forestalling to that 
extent. 

Q.—I would be inclined to appre- 
Clate the force of that more if your 
item had simply said, ‘‘amount ad- 
vanced for forestalling profit distri- 
butions,’’ but it says, ‘‘Profit on sale 
of securities.” 


MR. T. B. MACAULAY: We had 
made a very large amount of profits 
on securities, and we put five per 
cent. of that profit from that sale of 
securities—that is how is fixed the 
amount that would be reasonable to 
put as a forestalling. 

Q.—The profit on the sale of securi- 
ties then in hand, did not, unless you 
altered your rule upon the division 
of profits, belong to the shareholders? 


Sun Life Assurance Co. 
(Mr. Robertson Macaulay and 
Mr. Thos. B. Macaulay, Ex’d.) 


MR. T. B. MACAULAY: It belong- 
ed to the company as a whole. 

Q.—But not to this shareholder’s 
account if you had been keeping the 
account in the method you had been 
keeping it? 

MR. T. B. MACAULAY: No. 

Q.—To take that in the interim out 
of the place it did not belong and put 
it here in advance of some other pro- 
fit that this account might in the fut- 
ure be entitled to—that is, is it not? 
_ Mr. T. B. MACAULAY: Yes, and it 
is quite right. 

Mr. LANGMUIR: It is the actual 
profit on the sale of securities. 

Mr. T. B. MACAULAY: Yes, five 
per cent. 

Q.—Actual profits? 


Mr. T. B. MACAULAY :—Yes. 

Q.—You anticipated a profit? 

Meo Te Ber MACAULAY +_2Y es: vin- 
stead of waiting till this was given to 
the policy holders later and on to 
the shareholders they were entitled to 
their five per cent. not only to the 
amount paid, but a little later on to 
the whole amount, or if we had fol- 
lowed the book-keeping of some of the 
companies immediately, but we fore- 
stall and put that in at once. 

Q.—If I explain it wrongly set me 
right, because it is important it should 
be put right. As I understand it the 
board of directors feeling that in a 
short time, two or three years, the 
sharcividers would ‘become entitled 
in the ordinary course of events to the 
profit in respect of deferred policies, 
not yet declared, but to he declared,— 

Vir ie BM AAA ee Bait 
earned? 

Q.—Earned if you like, but not yet 
declared. Instead of putting in the 
item you were forestalling the future 
profits, putting in an item, taking out 
of the profit on the sale of securities 
of five per cent. which has no busi- 
ness in this account as a matter of 
principle, unless the principle of ac- 
count is departed from—that is right 
is 16? 

Mr. T. B. MACAULAY: It is right 
all except the conclusion. I think it 
is perfectly justifiable to put in an 
amount forestalling in this way, and 
it is perfectly justifiable— 

Q.—Because you depart from the 
hitherto principle of the account? 

Mr. T. B. MACAULAY: Yes. 

Q.—And it could not be put there 
without departing from the principle 
you theretofore followed? } 
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Mr. T. B- MACAULAY: Yes, but we - 


considered it a proper item. 

Q.—I wanted to get the fact. Then 
the result of that was after taking out 
the fifteen per cent. dividend upon the 
$105,000 paid up capital, the result 
was to raise your surplus again to 
$33,452.24. 

Mr. T. B. MACAULAY: Yes. 

Q.—There is this last year, and I 
want to ask you about that, the inter- 
est there is $8,220.79; so there is no 
talline off there. The proportion of 
profits $6,485.94 as against $24,000. 
the year before; profit and loss on in- 
vestment $21,896.14. What is that? 

Mr. T. B. MACAULAY: It is ex- 
actly the same as the corresponding 
item of the previous year. 

Q.—Exactly the same as $7,300. 

Mr. T. B. MACAULAY :—Yes. 

Q.—It is different in amount but it 
is arrived at in the same way. 

Mr. T. B. MACAULAY :—Yes. 

Q.—And put there for the same rea- 
son? 

Mr T. B. MACAULAY :—Yes. 
Q.—Anticipating some other profit? 

Mr. T. B. MACAULAY:—No. an- 
ticipating profits already realized. I 
wish to emphasize that these profits 
were actually realized and in hand. 

Mr. LANGMUIR:— 

Q.—Why change the phraseology to 
profit and loss? A.—Because we took 
that from profit and-loss on invest- 
ment. 

Q.—From that account? 

Mr. T. B. MACAULAY :—Yes. In 
fixing the amount we said how much 
would it be right for us to forestall in 
this way.Well we have made a lot of 
money upon investment, let the share- 
holders forestall the five per cent. upon 
those profits which they will be getting 
a little later on. They are entitled in 
the course of a few years to five per 
cent. upon that identical money. 


Mr. SHEPLEY :— 


Q.—Let me get the thing put upon 
the same footing as the last item. 
You were again departing from the 
principle of the account in the same 
way and for the same reason as the 
year before? A.—yYes, but at the same 
time we defend it. 

.—‘‘Interest re premium on stock 
$27,000 odd,’ tell me what that is? 


Mr. T. B. MACAULAY:—It is an- 
other point just following out along 
the same points. As I have mentioned, 


we think our company has been a - 


pioneer in generosity towards the poli- 
cy holders and one of the generous 
things we did was that we put that 
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$60,000, of premium that was paid in 
by the*stockholders not to the credit 
of the stockholders, but to the general 
account. 

Q.—I should think you would. That 
would be the place tu put 1t. 

Mr. T. B. MACAULAY :—That is 
where we differ. We consider it is not 
for the policy holders to make a pro- 
fit on the money they themselves pay in 
without giving a profit to the stock- 
holders, that is the way we look at 
the matter, there was $30,000 paid up, 
issued at 90 per cent. a premium of 
sixty,—that was put in by the stock- 
holders themselves.— 

Q.—This is rather arguing the case. 
That really is interest from 1897 on 
the premium that the new capital paid 
on its stock. 

Mr. T. B. MACAULAY :—Yes. 

Q.—I want to ask you another ques 
tion about that- When that premium 
was paid in it went into the general 
funds as Mr. Robertson Macaulay told 
me this morning. 

Mr. T. B. MACAULAY :—Yes. 

Q.—He also said—I do not know 
whether you agree with him or not— 
that the company did not need that 
money for its operations. I do not 
know whether you will agree with that 
or not. 

Mr. T. B. MACAULAY:—I will 
agree with it to the extent of saying 
that we did not really need it but that 
the company was benefited by it. 

Q:—From 1897 when that money 
came in down to 1905, the policy of the 
company remained unaltered in re- 
gard to that, that it stood in the gene- 
ral fund for the general benefit. 

Mr. T. B. MACAULAY :—Yes. 

Q—In 1905 that policy was reversed? 

Mr. T. B. MACAULAY :—Yes. 

Q.—And you retraced your steps 
back to 1897, and credit the sharehold- 
ers with interest ; at what rate was 
it?, six per cent.? 

MR. T. B. MACAULAY: Yes. 

Q.—That is what was done? 

MR. T. B. MACAULAY: Yes. 

Q.—You do defend that I know, 
but I think, unless you feel very 
earnest about it—if you do I will yield 
—I think the explanation had better 
come in at another meeting ? 

MR. T. B. MACAULAY: Just as 
you like. 

“MR. SMITH: It defends itself. 


MR. KENT: Don’t you think, in 
view of the very harsh way in which 
your shareholders have been treated, 
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according to your own account, and 
the risk they are perpetually running 
with the prospect of the 85 per cent. 
being called for, which perhaps they 
will never be able to pay, it would not 
be a good thing to return them their 
capital paid up and get rid of them 
in that way; and then avoid the diffi- 
culty, and then everybody would be 
satisfied. 


MR. T. B. MACAULAY: I wonder 
what Mr. Kent would say. to that 
proposition if he was a shareholder. 

MR. KENT: I could not be a share- 
holder. I would look at it from that 
point of view. 


MR. T. B. MACAULAY: I would 
like to emphasize that in this item 
that has been credited here, we have 
done not one solitary thing except to 
give the shareholders interest upon 
the moneys they themselves paid, with- 
out taking one solitary dollar from the 
policy holders, I want that emphasized. 


MR. SHEPLEY: If it had not been 
unnecessarily put in, then the policy 
holders would have kept the money 
that was so taken away from them to 
pay interest upon it. 

MR. T. B. MACAULAY: It would 
not have made a particle of differ- 
ence to the policy holders, because 
their percentage was the same whether 
the capital was large or small. 

Q.—It depended whether you made 
it the same? 

MR. T. B. MACAULAY: We have 
surpassed all other companies in re- 
ducing it. There is no other company 
that has a smaller proportion as five 
per cent. 

MR. SHEPLEY: I think it would 
tend to the orderly presentation of 
the case if we proceeded in some other 
regular manner. I do not want to 
open a fresh controversial subject to- 
night. 

Q.—The policy holders never had 
any voice in the management of the 
company? A.—None, that is as pol- 
icy holders. 

MR. SHEPLEY: I put in formally 
the answer of the company to the 
question addressed to them on that 
subject (Exhibit 590). 

Q.—Then you have been good enough 
to furnish us with a careful statement 
of the circumstances in connection 
with the issue of the second lot of cap- 
ital stock, $200,000. You see it there? 
A.—Yes. 

Q.—I have already gone through 
that with vou, and I want to put in 
your formal answer, so that it will be 
on record before the Commission. (Ex- 
hibit 591). 
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MR. SHEPLEY: For convenience 
of record we will put in the statutory 
conditions which apply to the com- 
pany. (Exhibit 592). 

The Commission adjourned at 4.30 
p. m. on October 15th, till October 
16th at 10.30 a. m. 


EIGHTY-SEVENTH DAY. 


MORNING SESSION. 
Montreal, October 16th, 1906. 
SUN LIFE ASSURANCE COMPANY. 


ROBERTSON MACAULAY, Ex- 
amination resumed by 


MR. SHEPLEY: Q.—Have you 
thought in the interval of looking at 
that accident branch question, the 
question of the $30,000? A.—No, I 
was not requested to do so. 

Q.—No, you were not, and I am 
not blaming you at all. At page 22 
of this book which is called Ledger 
No. 4 you see the account, the acci- 
dent Branch? A.—Yes. 

Q.—Now, it commences with a credit 
balance of $4,866.01. You observe 
that? A.—Yes. That balance is 
brought from a previous ledger. 

Q.—And that seems to be balanced 
year by year from that time on? A. 
—Yes. 

Q.—Well then, you see there are 
some small entries for premiums and 
‘interest on the credit side of the ac- 
count during the year 1899? A.— 
Yes. 

Q.—Some small debit entries bring- 
ing down a balance of $5,139.27. You 
observe that? A.—Yes. 

Q.—For the beginning of the year 
1900? A.—Yes. 

Q.—Then there are similarly some 
small credit entries, and some small 
debit entries and the four thousand 
dollars carried to shareholders ac- 
count, to the debit? A.—Yes. 

Q.—That leaves you with a balance 
at the end of 1900 of $1,454.26. You 
observe that? A.—Yes. 

Q.—Well now, do you see any credit 
entries after that of any magnitude 
at all, any entries of moneys received 
on account of the accident branch? 
A.—From policyholders? 

Q.—Yes? A.—No large amounts. 
There is no large amount possible in 
the way of premiums. The branch 
as a branch had been discontinued 
before then. 

Q.—Or in the way of interest? A. 
—Not large. 
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Q.—Or in the way of profits? A. 
—Not large. 

Q.—I do see these entries in the 
year 1901 with the Canadian branch 
re expenses $29,307.51, and foreign 
branch re expenses $13,974.40, both 
on the credit side of this account? 
A.—Yes. 

Q.—What is the significance of 
those entries? A.—The significance 
of those entries was this, that for 
every year as you will observe in that 
statement furnished, we were in the 
habit of charging in slump form— 

Q.—What form? A.—Slump form; 
that is in one uniform fifty per cent. 
of all the premiums received. We 
were in the habit of charging accident 
branch, whereas the expense was very 
much more than that, and then came 
the question whether that was fair— 

Q.—I have no doubt that is quite 
clear, but Iam very slow and I want 
you to make that clear to me. I do 
not understand it yet. You were in 
the habit of charging in a lump sum 
at the end of each year what? A.— 
The expense branch at fifty ver cent. 

Q.—Of what branch? A.—The acci- 
dent branch. 

Q.—To what branch did you charge 
that? A.—The accident branch. 

MR. T. B. MACAULAY: Here is 
the actual voucher put in at the time. 

MR. SHEPLEY: I am aware of 
that, but I want the explanation. 

WITNESS: If you want an ex- 
planation of the actual entries you 
will have to refer to the actuary or 
secretary, because I was not present 
doing this, and I can only give what 
I presume is the explanation, but I 
must leave him to go into the details. 

Q.—It is not the details I want. 
It is principle. It:is the principle 
upon which these entries were made. 
I do not care anything about exact 
figures at the moment. On the 31st 
December, 1901, the entry is ‘‘By 
Canadian re expenses $29,000 odd. I 
asked you what the significance of 
that was, and you started an explana- 
tion which I did not understand. All 
I want you to do is to make me under- 
stand the explanation. I am not 
quarrelling with it at all, but I want 
to understand it? A.—The explana- 
tion of this was supplied in print to 
the Commission, and as I say if you 
let me read that I will explain it. 
The explanation is there, but if you 
want to get the explanation in full 
call for the person that made the en- 
try. Do not ask me. It is equival- 
ent to asking a person to explain a 
patent with which he has nothing to 


do. 
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Q.—If you say you cannot explain 
it, that is one thing? A.—I am not 
here to explain what I have not done. 
It is enough for me to explain what 
I have done. Let another person who 
made the entries explain it. 

Q.—You will tell me whether you 
understand it in a general way your- 
self? A.—In a general way it was 
simply a credit to the branch account 
for the purpose of carrying it to the 
credit of the shareholders. : 

Q.—That I can understand? “A.— 
You want to throw a load onto the 
shareholders. I am quite prepared to 
let that go. 

Q:—Do-not. say el jam trying to 
throw a load anywhere. 1 am trying 
to find out what the moneys were that 
went to the shareholders account? 
A.—The moneys that went to the 
shareholders account of the accident 
branch in previous years, was the 
overcharge in regard to expenses 
which is now being returned in this 
form. 

Q.—What you say is, that the acci- 
dent branch received less than it 
should have received, because it was 
charged with too much expense? Is 
that it? A.—The accident branch re- 
ceived all that it was entitled to re- 
ceive, but it was overcharged with the 
rate of expense. 

Q.—The rate of expense with which 
it was charged was arrived at upon 
some principle? A.—The principle 
was simply ascertaining what the act- 
ual cost was, and at that time all 
through those years charging fifty 
per cent.—now, I want to make this 
as plain as I can, that during all] the 
years when we charged the accident 
branch with fifty per cent. for the 
expenses, we were overcharging the 
accident branch with the actual ex- 
pense, and the time came when we 
thought it was right we should re- 
serve that and let the shareholders 
get the benefit of it. 

Q.—Fifty per cent. of what? A.— 
Of the premiums received. 

Q.—Fifty per cent. of the premiums 
received were charged as expenses? 
A.—That is my recollection. 

Q.—And what you say is that that 
was an overcharge to the accident 
branch, because the expenses of the 
accident branch taken by itself did 
not amount to anything like fi¥ty 
per cent of that? A.—Did not amount 
to fifty per cent. 

Q.—You are beginning to make me 
understand it. Then in the year 1901 
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you undertook to rectify that, or at- 
tempted to rectify that? A.—And did 
rectify it. 

().—And vou did it by crediting to 
the accident branch this sum of money 
or two sums of money? A.—Two sums 
of money. 

().—One from the Canadian Branch 
and the other from the foreign bran- 
ches? A.—Yes. 

Q:-—How did you arrive at those 
sums, or perhaps you cannot tell? A.— 
I leave that to the actuary. 

Q.—That you are not prepared to 
tell me? A.—No. 

Q.—You can probably answer this 
question, and it will be in the record 
in the proper place. But for these 
transfers in respect of expenses you 
would not have any $30,000 in the 
accident branch to put to the credit 
of the shareholders’ account? A.—No. 

Q.—This explanation will not be for- 
gotten, it will be part of the record? 
A—AIll right. 

Q.—Then we pass on from that to 
another subject. Had you in any as- 
sembled form a similar account to the 
shareholders for the policy holders? 
or I will put it a little differently, an 
account for the policy holders in a 
similar form to the account for the 
shareholders? A.—I do not exactly 
follow you. 

Q.—You see we have been going 
through the shareholders’ account, 
showing what moneys were thought to 
be properly put to the credit of that 
account, out of which dividends could 
be paid to the shareholders. That is 
what we have been doing yesterday 
afternoon and this morning, discussing 
that. Now I asked whether you had 
for the policy holders an account pre- 
pared upon similar principles to the 
principles governing the shareholders 
account? A.—Well I presume there is, 
but really I cannot give that at the 
minute. ; 

Q.—Then I will not trouble you to 
tell me what you do not know? A.— 
It has not been my business to follow 
out the book-keeping for many years. 

Q.—I can quite understand that, 
and I am not going to trouble you with 
things you cannot tell me. Can you 
tell me all the various branches of de- 
partments vou kept accounts with in 
vour books, or can you remember them 
if I suggested them to you? The Cana- 
dian Branch? A-—Yes. 

Q.—What would that be supposed 
to show? A.—Well I forget now how 
many branches we have. whether we 
separated the foreign into countries or 
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ii: 
not, [I am sure, or whether we sim- 
ply have two accounts, foreign and 
Canadian, I could not tell you. 


Q.—Let me tell you what we have 
found, what seems to us to be the fact. 
You seem to have first the Canadian 
Branch, second a_ Foreign branch, 
third a Citizens branch—A.—Oh. that 
was the Citizens Insurance Company. 
That was wound up some years ago. 

Q.—Then you have the accident 
branch? A.—Yes. 

Q.—The clergy class branch? A.— 
Ye, 

Q.—The Canadian Thrift Branch? 
Ale Ves: 

Q.—The Foreign Thrift Branch? A. 
1 6s. 

Q.—And the Annuity Branch? A. 
= V8, 

Q.—Do you think of any others but 
these? A.—I did not know whether the 
foreign had been’ subdivided into 
countries or not. 

Q.—It does. not seem to have been 
subdivided into countries so far as our 
information has enabled us to go? A. 
—N0, / 

Q.—Let us take those one by one, 
just for the purpose of getting the 
theory and the principle upon which 
these accounts were kept. The Can- 
adian Branch account—what would 
that show? A.—The Canadian Branch 
would show—I would require to refer 
to the accounts to see. It would show 
all these premiums that had been 
brought in, and I presume it would 
show the interest accrued, and I sup- 
pose its proportion to expense, and I 
dare say also its proportion of death 
claims. 

Q.—Would it indicate the growth of 
surplus in that branch of your 
business? A.—-Well whether in that 
particular account, or whether that 
would be done as a subsidiary matter 
without disposing of the profit and 
loss account, I am not prepared to 
say. I am not familiar with it. That 
is a matter of record which the books 
will show. 

Q.—Then what ever treatment that 
account received, the various other 
branch accounts to which I have re- 
ferred, would also receive? A.—I have 
no doubt whatever. 

O.—You have no doubt of that? A. 
ING, , 

Q.—Then you had two other branch- 
es which have been closed. the reserve 
dividend branch, and the deferred pro- 
fit branch. Do you remember those? 
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A.—No, I do not, I have had nothing 
to do with them. 

Q.—Then you have not on your 
books any account showing legal re- 
serve? * A.—Well, that I am not per- 
fectly sure about. The actuary can 
tell you that better than I can. These 
are mere details of book-keeping, and 
I am not familiar with them. 

Q.—I am going to ask you some 
questions with respect to this account. 
I will have this account numbered so 
that it will be referred to as a definite 
number (Exhibit 593). If, when I di- 
rect your attention to what this docu- 
ment is, you think Mr. T.. B. Macau- 
lay could answer better than you 
could about these matters occurring in 
it, I am quite content that you should 
give way to him. A.—I will tell you 
what I know, and what I don’t know 
I will let the other attend to. 

Q.—I suppose if there is part of the 
account he knows better than you, he 
will know all the account better than 
youP A.—Yes, I admit that before 1 
go into it. 

Q.—This is an account which is fur- 
nished as profit and loss on invest. 
ment. That is what it is called on the 
outside, but seems to have had two 
other names in the prior book; profit 
ou sale of securities; the intermediate 
name was “‘profit and loss on sale of 
securities,’’? and the final name ‘‘Pro- 
fit and Loss on Investment.’’ Are you 
aware of those accounts? A.—I know 
such things have happened, but I think 
it would be better that the secretary, 
who has had the compiling of those, 
should go into them. I sustain them, 
and I will abide by them. 


MR. SHEPLEY: Then I will talk 
it over with the other Macaulay. 


T. B. MACAULAY, (recalled). Ex- 
amined by Mr. Shepley. 

Q.—You were sworn yesterday. 
What is the theory upon this account 
was originally opened—profit on sale 
of securities? What was it intended 
to showP A.—It was intended to 
show any profits that might be real- 
ized from the sale or maturity of se- 
curities and any ‘losses likewise that 
might occur in the same way and in 
the same manner, anything that might 
be written down for example. 

Q.—What is indicated was that pro- 
fit on sale of securities, and I think 
you did not do any writing down in 
that account until you changed its 
name. Will you say how that was? 
A.—I do not think we ever changed 
its name. 

Q.—My information is quite differ- 
ent. A.—Would you mind turning up 
the account? 


~ 
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Q.—It is first profit on sale of secu- 
rities, next profit and loss on sale of 
securities, and thirdly profit and loss 
on investments. Is it in that ledger? 
A.—I do not know. 

Q.—Look at page 297 first, and then 
399. That is headed, ‘‘Profits on sale 
of securities,’ you see? A.—yYes. 

Q.—Go to page 399? A.—Yes. 

Q.—How is that headed? A.—Profit 
and loss on sale of securities. 

Q.—Then take page 414 and see what 
it is called there? A.—Profit and loss 
on sale of securities, and profit and 
loss on sale of investment, That is 
the heading on the next page, and 
profit and loss continue right on from 
one page to another. The name was 
changed but the first title, ‘‘Profit on 
sale of securities’’ was never intended 
to be any different from ‘‘Profit and 
loss on sale of securities.’’ There 
was never any different intention, and 
that is proved conclusively by the fact 
that the first entry in that account 
was a loss; but evidently it was 
thought that profit on sale of securi- 
ties was not a sufficient name for a 
thing that described a loss, and then 
when you turn over another page it 
was profit and loss on sale of securi- 
ties, it was felt that that was too nar- 
row and it was changed to “profit and 
loss on sale of investment.”’ 

Mr. LANGMUIR: 

Q.—Were there any writings down 
in that account, or was it an absolute 
sale? A—Generally absolute sales, but 
IT think from memory, that there were 
some writings down. aisv. 


Mr. SHEPLEY :— 

Q.—We will get to this, and you will 
find when we get to them—I do not 
say there was any significance about 
it, Iedo not know, but it was after 
the name of the account had under- 
sone a change. However, that is im- 
material, I do not think there is much 
in the name. A.—Originally we had 
one profit and loss account which in- 
eluded every kind of securities, and I 
remember myself saying that we ought 
to make a division, and that ordinary 
profits and losses that had nothing to 
do with investments, ought to be kept 
in the ordinary profit and loss account: 
and profit and loss that had to do with 
investment, should be kept in another 
account. It was just a division off 
from the ordinary profit and loss ac- 
count. 

Q.—Then at the end of the vear 
1899, which is the earliest year dealt 
with in the account as you kept it, 
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you carried down a profit or $9,141.20, 
all of which was realized from the saie 
of securities. That is absolutely right, 
is it not? A.—I think so. 

Q.—All of which was realized from 
the sale of securities? A.—After de- 
ducting a loss of $37. 

Q.—Your method of treating the bal- 
ance existing at the end of the year, 
was to divide that among the various 
profits? A.—yYes. 

Q.—You gave $5,800 odd to the Can- 
adian branch, $2,180 odd to the for- 
eign branch, $548 to the Citizens 
branch, $6 to the accident branch,$53 
to the Clergy class branch, $9 to the 
Canadian Thrift branch, $384 to the 
Annuity branch, and $131.85 to the 
shareholders branch: that is to the 
shareholders account we were examin- 
ing yesterday? A.—Yes. 

Q.—Are you able to say the method 
that was adopted in arriving at those 
figures? A.—The system that they fol- 
lowed in that was to total up the 
amount at the credit in the company’s 
book, to the credit of these different 
branches, and to make the total of 
them and distribute this in proportion. 

Q.—Pro rata? A.—Pro rata over the 
whole. 

Q.—That was the method which was 
being adopted in those years, and a 
method which I suppose you adopted 
because you considered it to be fair? 
A.—Yes. 

Q.—And that is the method which 
you subsequently thought was not-fair 
to the shareholders? A.—We subse- 
quently made it— 

Q.—Did you think subsequently that 
that method had not been fair to the 
shareholders? A.—We thought it did 
not do quite justice to the shareholders. 

Q.—It is the same thing? A.—Yes. 

Q.—If it did not do justice it was 
not fair? A.—But I would like to ex- 
plain that the shareholders would have 
made more in the end if we had not 
made the change, because by giving 
them six per cent: and no share in this, 
they actually got less than if they got 
the interest that was coming, and the 
share of the profits, because the pro- 
fits were large. 

Q.—That was the method you were 
adopting then, and the method which 
was supposed when you made the 
change, not to do injustice to the 
shareholder? A.—No. 

Q.—Your Canadian branch had much 
the lion share of that division? A.— 
Yes. 

Q—During the year 1900, the ac- 
count changed much. You lost $100 
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on selling certain securities, and you 
realized two sums of $223, and $949. 
So that you had for that year a bal- 
ance of $6,072.50. You observe that? 
A.—Yes. 

Q.—And that again, so that we may 
have this clear upon the record, was a 
sum which represented actual dealings 
in the securities you had and no writ- 
ing up or down for fluctuation of the 
market, or anything of that sort? A. 
—That is right. 

Q.—Then you divided that account 
between the same branches as the year 
before? A.—Yes. 


Q:—The largest benefit going to the 
Canadian branch at $658, the smallest 
to the Canadian Thrift Branch, at 
$2.37, and the shareholders got $1,362 
out of that dealing? A.—Yes. 


Q—In the next year 1901, your 
dealings began to become much more 
numerous? A.—yYes. 


Q.—Your sales? A.—Yes. 


Q.—And if you will then glance your 
eye over the year 1901, and tell me 
whether or not during that year you 
registerd in this account anything be- 
sides actual sales on either side? A.— 
The profits consist of solely, so far as 
I can see, of profits actually made by 
actual sales. The debits include cer- 
tain amounts—one or two amounts of 
losses and several items of expenses, 
for instance express charges on ship- 
ment, of bonds, insurance of bonds, 
and a number of smaller items like 
that, but everything cash, no writing 
up or writing down of any kind. 

Q.—There were some little expense 
items, but they do not affect the princi- 
ple of the account for that year appre- 
ciable. So we may disregard them as 
being too small to be considered. Then 
the result of your operations that year 
was that you carried down a balance, 
the actual cash balance on the turn 
cag of the securities of $41,049. A.— 

es. 


Q.—That was to the good? A.—Yes. 

Q.—You had made somewhat larger 
loans that year, than you had made 
before. You had made a loss of 
$2.915 in certain A.—British 
Columbia Dyking Bonds, Guaranteed 
—interest guaranteed by the Govern- 
ment. 

Q.—I see there is a charge here for 
commission? A.—That was a commis- 
sion on Nanaimo bonds that, after 
having agreed to take them, some in- 
formation came to our knowledge that 
made us desire to not complete the 
transaction, and in order to get out 


2822 RUYAL COMMISSION ON 


87th day, Oct. 16, 1906. 


of taking them, we paid the brokerage 
commission to be relieved of the ob- 
ligation of taking the bonds which we 
did not want to take after hearing 
some things. 

Q.—Then there is the Pleasant Val- 
ley Railway—you made a loss there? 
A.—Yes, that was a guaranteed stock. 

Q.—$1,358 there? A.—Yes. 

Q.—And smal losses which I will 
not recapitulate. Then you had pro- 
fits. I see you were dealing in indus- 
trial stocks, the Canada Cotton Com- 
pany bonds? A.—We had 2,000 of 
those I think. 

Q.—On the principle that was spok- 
ea of by Mr. Robertson Macaulay yes- 
terday, you thought you had power ‘to 
deal with those? A.—We had no doubt 
about it at all. 

Q.—Well you put it more strongly 
than I do. I said you thought you 
had, and you said you had no doubt 
you had? A.—Yes. 

Q.—What is the Pressed Steel Car 
Company. That is an industrial com- 
pany too? .A.—That is a very large 
corporation in the United States, large 
manufacturers of steel cars. Although 


industrial, it belongs to the class that © 


is specially authorized by the In- 
surance Act. The Insurance Act 
specially authorizes rolling stock com- 
panies, and that was a rolling stock 
company, so that it was strictly and 
absolutely within the letter of the 
Insurance Act. 

Q.—You distributed $41,049 in the 
same way, but that year the share- 
holders got a much larger proportion 
than they had in the previous year. 
That was the year they got the $9,- 
088? A.—That was the year when we 
made the correction giving them six 
per cent, interest, and we charged 
that amount to this account. We first 
of all credited the shareholders with 
the difference to make up the six per 
cent. interest on their funds, and then 
distributed the balance exactly as we 
had always done before. 

MR. LANGMUIR: Q.—Was that 
the commencement of that system? A. 
—Yes. Well from that time.on, the 
principle prevailed of giving the share- 
holders six per cent. and nothing out 
of the 

MR. SHEPLEY: We will see about 
their getting nothing a little later on. 
At all events that is what you were 
then doing. You were ceasing to give 
them out of this account a_ specific 
sum or specific allocation of profits 
derived on the turn over of the se- 
curities, and giving them instead a 
rate of six per cent., having gone 
back and corrected the rate. I suppose 
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in adjustment you took into consider- 
ation the fact that they had been re- 
ceiving a share of these profits? A,— 
I think so. 

Q.—You think so, but you are not 
clear about it? A.—It was a very 
small amount at that time. 

Q.—It, was not large at that time? 
A.—No, I would not like to say with- 
out looking it up. 

Q.—I would like you to glance over 
the next year, 1902, and see if that is. 
all real transaction by way of sale 
of securities ? You may disregard 
this cross entry altogether on both 
sides. I am eliminating that in my 
own mind, and won’t complicate the 
thing by an account of the cross 
entry? A.—The profits in the year 
1902 that are in this account appear 
to have been exclusively from actual 
sales. 

Q.—That is the*credit side? A.— 
The credit side. On the debit there 
are certain losses on sales of securi- 
ties, and certain smal] expenses as 
before, and certain other items which 
we had written down. For example— 

Q.—Do not give them as examples. 
Just say exact what the writings. 
down were, in all the securities? A. 
—There was an item of $35,756 writ- 
ten off interest accrued upon a large 
mortgage in the city of Montreal, the 
Beaudry Estate mortgage, which we: 
wrote off out of this. There was an 
item of $257 upon another mortgage 
which we wrote off. 

Q.—That was the Bradshaw mort- 
gage? A.—Yes. 

Q.—$257 on the Bradshaw mort- 
gage? A.—Yes. $19,665 written off 
of the bonds of the People’s Light 
and Heat Company of Halifax. So 
far as I can see those are the only 
items. 

MR. LANGMUIR: Q.—What were: 
the gross profits? A.—The gross pro- 
fits came to $107,000: 

MR. SHEPLEY: That is the gross 
profits on sale of securities? A — 
Yes. 

Q.—And the balance vou carried 
down after those writings off that we 
have heard about, $42,675.10, for the 
yearP A.—Yes. 

Q.—Let us go to the writings off. 
You find the two, the Beaudry estate 
interest and the People’s Light and 
Heat Company of Halifax, $19,665? 
A.—Yes. 

Q.—Explain those one by one. Tell 
me what exactly is the significance 
of those writings off? A.—We had a 
large mortgage here on the Beaudry 
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estate property which we of course 
thought was a first-class one when we 
made it, but it did not turn out to 
be first-class and there was a lot of 
interest due on it. Instead of con- 
tinuing to carry that amount in our 
account, the accrued interest on that, 
we just considered we had now made 
enough profit on this, and we would 
just use that amount to wipe out of 
our account this interest. 

Q.—You had foreclosed the Beaudry 
mortgage, had you not? A.—What 
year was that? 

JUDGE MacTAVISH: 1902. 

WITNESS: Yes, we had—at least 
I think so. In that case I must cor- 
rect what I said, if we had foreclosed, 
I will retract what I said if we had 
actually foreclosed it. 

MR. SHEPLEY: Q.—I want you to 
satisfy yourself with regard to that 
and ascertain whether or not you had 
kept an account of this interest with 
the Beaudry Mortgage and returned it 
as an interest asset in your return to 
the Government? A.—That property 
was foreclosed in that same year, 
June, 1902, whether in the previous 
year we had taken an account of the 
interest or not, I cannot tell, but the 
return of our mortgage which the 
commissioners already have, if they 
will produce that book, we can at 
once tell by referring to it. 

Q.—What book is that? A.—It is 
the book we furnished to the Govern- 
ment—quite a book, returned to the 
Government, Mr. Talbot tells me 
the Commission has it. 

Q.—I thought perhaps you could 
tell from your own book? A.—That 
is our own book. 

Q.—I mean your books of account 
in which these matters were entered ? 
A.—We have not them here. If you 
turn up that we might tell. 

Q.—Mr. Ross is looking for it now, 
but perhaps in the meantime you can 
get on and tell me about the People’s 
Light and Heat Company of Halifax, 
a balance written off $19,665? A.— 
May I refresh my memory about that? 

Q.—By all means? A.—I cannot 
carry all these dates in my mind. 

Q.—You may have all the assist- 
ance you need to enable you to answer 
what I am asking? A.—TI can explain 
a litth about it if you like; that 
People’s Light and Heat Company 
is a Halifax gas and coke company, 
that we bought the bonds of, several 
years previously, and that got into 
financial trouble, and was afterwards 
absorbed by the Halifax Tramway 
Company. There was a considerable 
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loss on its bonds. We had $44,000 
of them I think, and we made a con- 
siderable loss upon them, when the 
property was finally taken over by 
the Halifax Tramway Company, I 
cannot without referring just say 
when that date was, when we wrote 
off the $19,000. We used the profits 
on this to make good the loss on that. 

Q.—What was the transaction by 
which you ascertained you were mak- 
ing a loss? A.—I will have to wait 
for that. 

Q.—You will go on in the meantime 
to deal with the balance you carried 
down that year, $42,675—  A.—It 
was in that very year, that that Hali- 
fax Tramway Company took it over, 
so this loss was an actual loss and 
not— " 

Q.—They took it over payin ou 
what sum? A.—They paid Gihik 
stock of the Tramway Company, and 
therefore this was an actual loss. 

Q.—That is a fair explanation, and 
enables you to class it as you did. You 
were not paid in cash, but in stock 
of the other company? A,.—Which 
oe ve still hold. 

.—And that stock 

to value? A.—Yes. A Silaehannen 
_ Q.—And valuing that stock at what 
it was then worth—or did you value 
it at its face,or how? A.—I will have 
to look that up. My impression is 
that we valued that stock at par. I 
would not be positive. 

_ Q—At all events whether you valued 
it at par or at some other value which 
you believed to be the correct value, 
the result was a loss, which you treat as 
a loss? A.—I can tell you if a minute. 
We took that stock at par. 

Q.—Valuing it at par, you sustained 
this loss, and that naturally takes its 
place on the debit side of the account 
as a loss on the sale of securities? A. 
—Yes. 

Q.—Now are you ready for the Beau- 
dry interest? A.—Ne, we have not 
that here. 

Q.—There is some books which they 
say you had, Mr. Ross,—the explana- 
tion of which I did not quite under- 
stand. A.—We have that book showing 
the mortgage and oustanding interest 
we furnished every year to the Govern- 
ment which you have got. It is a long 
brown covered book, which opens way 
out wide. 

Mr. ROSS:—I do not recollect se- 
ing it- 

Mr. SHEPLEY :— 

Q.—What makes you think it was 
handed to the Commission? It would 
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be in the custody of the Government 
you know. A.—No. it is in our cus- 
today, we keep it. I have just been told 
it is sent in to Mr. Fitzgerald. That 
is a different thing. 

Q.—Can you with assistance from 
your accountants, or whoever is fami- 
liar, rummage it out from the ledger 
for me? A.—Mr. Talbot says that with- 
out that book he could not tell very 
well. It would take some trouble to 
look up, but he is pretty sure that was 
included in the figures for 1901. 

Q.—Perhaps you will have a little 
trouble taken with that during the ad- 
journment and see if you can get the 
account, because I shall want that ex- 
plained? A.—Yes. 

Q.—At all events, whatever the ex- 
planation it involves this perhaps it 
involves more, according to the explan- 
ation, but it involves this in any view 
of the explanation. That you made a 
certain loss on a mortgage security, or 
you failed to receive certain interests 
that you were entitled to receive, and 
that you—I was going to use an un- 
happy expression—that you made it 
good at all events out of the profits on 
the sale of securities, so that it did not 
appear as a loss in your government 
returns? A.—We treated it no differ- 
ently from any loss,.made on any se- 
curity. We just put it on exactly the 
same footing as a loss made on any se- 
curity. 

Q.—It did not appear in your gov- 
ernment return? A-—No, it was not 
necessary it should apear. We treated 
it just precisely the same as if it had 
been— 

Mr. LANGMUIR: — 

Q.—You credited the interest as if it 
had been received, and then when you 
found it was not received you wrote 
it off? A-—Well we wrote it off in that 
way—we just put the one thing 
against the other, and wrote it off as 
a loss. 

Mr. SHEPLEY :— 

Q.—If in truth and in fact you did 
mot make a return of that interest to 
the Government at all, then what 
about this entry? A.—Well there was 
a loss there in any case, whether we 
returned it or did not return it, the 
loss was there, we made the loss. 

Q:—But if you did not return it to 
the Government you would appear now 
to be getting out of the profits of the 
sale of securities, this interest paid? 
A.—Yes. 

Q.—However we will deal with that 
more when you get the actual explana- 
tion. Perhaps we are not making 
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things clear about that. Then your 

balance $42,575 for that year 1902, 

was distributed as before, except that 

there was nothing given to the 

Honea You will look at that? 
.—Yes. 


Q.—And you were then following, 
as I understand you, the same pro 
rata method of apportioning this 
amount among the various branches? 
A.—Yes. 


Q.—The next year brought a good 
many transactions; 1903. I would like 
you to take a look at that. You may 
disregard cross entries that have a 
red cross opposite them, because those 
I have eliminated from my considera- 
tion of the items. Tell me similarly 
with regard to these transactions. A. 
—The figures for the year 1903 appear 
to include only actual profits and ac- 
tual losses on sales on both sides of the 
account, with the possible exception 
of an item of $200 here which I do 
not just understand; ‘‘Fisher and Co. 
cancellation and sale,’’ on the credit 
side. I don’t remember what that is 
at all. With that possible exception 
the entire amount consists exclusively 
as I have said. Wait a moment, it 
goes over the page. I was speaking 
with reference to the first page. You 
do not mind my asking the account- 
ant about this? 

Q.—Not a bit. I want information 
and accuracy is worth waiting for. A. 
—The entries for 1903 include in the 
receipts, in the profits, solely and only 
actual cash profits made by sales with 
the possible exception of the $200 I 
have already mentioned, and with the 
exception of an item of $25,000 here 
which I had entirely forgotten about 
and do not remember very much about 
now, but which I am informed was 
an amount which was used to adjust 
accounts, adjust values, increasing the 
ledger value of the bonds of the Mont- 
real Terminal Railway and writing 
off an exactly similar amount of the 
bonds of the Michigan Telephone Com- 
pany. Putting the one against the 
other, an item of $25,000 on each side. 
I had entirely forgotten the item my- 
self but I am informed that that is 
what it. is. 


Q.—On Michigan Telephone Bonds 
you have a debit entry of $25,000. The 
ostensible appearance of it on that 
side of the account would indicate 
that you have sold the. Michigan Tele- 
phone Bonds and made that loss. On 
the other hand, on the credit side you 
have Montreal Terminal, an entry 
which ostensibly shows that you had 
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sold Montreal Terminal and made a 
gain of $25,000. That is the way it 
appears in the account, but the fact 
was that you did not sell either; you 
wrote up Montreal Terminal by that 
$25,000 and wrote down Michigan Tel- 
ephone by $25,000. Now, what was 


- the object of doing that? A.—In the 


first place, while the fact is, I under- 
stand, correct that there was $25,000 
written down on the one, and $25,000 
written up on the other, I do not 
agree that putting it into this ac- 
count means or even implies in any 
way at all that we had actually sold 
these things. It is customary in any 
and every business to write off things 
for depreciation, to profit and loss 
account, and it is not only actual sales 
that are put to profit and loss account. 

Q.—But this is not a profit and loss 
account, it is an account purporting 
to show the profit made and loss made 
on sales of investments. A.—We have 
changed that in order to make it more 
descriptive. ‘‘Profit and Loss on In- 
vestments’’ and that was all along the 
intention of the account; it was a 
mere subdivision of the old profit and 
loss account. While we agree upon 
the facts I do not agree at all that 
there is any construction that can 
properly be put upon it that it meant 
that we had or had not sold. Appar- 
ently we looked upon the Montreal 
Terminal Bonds as having increased 
in value and being worth a good deal 
more and we wrote down the ledger 
value, wrote the one against the other, 
the Michigan telephone bonds which 
had depreciated in value; we charged 
one and credited an equal amount to 
the other. It made no difference at 
all in the company’s financial stand- 
ing; it is just that we take one and 
put it. against the other. 

MR. KENT: Is it an entry in the 
cash book? A.—Yes, our cash book 
is a sort of journal. It went through 
what we call the cash book, which is 
a sort of journal. It was put through 
not as a cash entry. 


Q.—Your cash book, although a 
journal, is headed ‘‘Cash book?’”’ A. 
—Yes. 

Q.—It is supposed to be a cash 
book? A.—We put into it not only 
cash items, but we have no journal 
and it does the work of the journal 
besides. 


Q.—Don’t you think a company like 
the Sun Life should keep a journal? 
A.—We have had this system from the 
foundation of the company and it has 
worked admirably. I see no reason 
for making a change. 
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Q.—You will not find a single ac- 
countant in the city who says it is 
the proper way to keep books. A.— 
It has worked thoroughly satisfactor- 
ily with us and I do not see the need 
of having another book. 


MR. SHEPLEY: It is very unsatis- 
factory to an accountant examining 
your books and wanting to find out 
the realty of transactions. A.—That 
is a matter of opinion. I do not pre- 
tend to be a bookkeeper. 

MR. KENT: An accountant will 
tell you that a cash book should be 
for cash entries only and not used as 
a journal. That is simply mislead- 
ing and may lead to the presumption 
that it was done with the intention 
to mislead? A.—I might explain, 
Mr. Kent, that we have our cash 
blotter, which is kept by our cashier 
and which includes solely and only 
cash entries. Our cash book, as we 
call it, is really a journal as I under- 
stand book-keeping, and the differ- 
ence is in the name. If you want to 
know what is really our cash book 
you have to take the book kept by 
our cashier. 

Q.—To some of the offending com- 
panies I have been suggesting that 
they should take pattern by the Sun 
Life. Iam rather afraid I have gone 
too far? A.—I am pleased that you 
had such good confidence in us and 
I hope it will not be misplaced. 

Q.—Any way it is quite clear to any 
auditor that you ought to immediate- 
ly open a journal? A.—I would be 


' sorry to argue on a book-keeping mat- 


ter with such an authority as Mr. 
Kent, but there is this point to be 
remembered, that the number of jour- 
nal entries that we would have as dis- 
tinguished from cash entrieg in a 
year, would be very, very few, and 
the so-called journal would be a book 
of very small proportions. 

Q.—You do not take a book like 
that when you have only one or two 
entries, but the necessity for a book 
is evident to every accountant. No 
company should put any entries in 
its cash book that are not cash. That 
is elementary? A.—I do not want 
to argue the thing with Mr. Kent, 
but I would just like to state that 
our cash book, while called the cash 
book, we have always argued that it 
was really a journal because it in- 
cluded both cash and other entries. 

Q.—Then you should head it ‘‘Jour- 
nal” and not ‘‘Cash Book??? A.—I 
quite agree with you that the name 
ought to be changed, but that does not 
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really mean that the book ought to 
be changed. 

Q.—It should be either journal or 
cash book; at present it is a mixture 
of the two. If you say it is a jour- 
nal, then it is wrong, because there 
are cash entries that should not be 
found in any journal. So yqu must 
either stand on one stool or the other? 
A.—I confess I do not know enough 
about book-keeping to argue it at 
all. We have a cash book as Mr. 
Smith says apart from that book alto- 
gether, but your saggestion will be 
considered very caretully Mr. Kent. 
I will take it up with our auditors. 

MR. SHEPLEY: At page 969 of 
your cash book this transaction ap- 
pears; under the date of the 7th De- 
cember there are two items: ‘‘Profit 
and Loss on Securities.”? ‘Amount 
in Ledger as value Montreal Terminal 
Stock.’ That is carried out under 
the head ‘‘Sundries,’’ $25,000. ‘‘Bonds, 
Michigan Telephone, amount written 
off Ledger value,’’ that is under 
bonds, that is $25,000. That is this 
transaction or part of it? A.—Yes. 

Q.—Then I was asking you, what 
was the reason for doing that, inher- 
ent in the securities themselves, at 
that time? A.—The Michigan Tele- 
phone Company had got into trouble 
and its securities had deteriorat- 
ed and we thought it was desir- 
able to write them down; on the other 
hand the Montreal Terminal] Securi- 
ties had appreciated, and we readjust- 
ed the values by putting that much, 
one against the other. I had en- 
tirely forgotten this entry unti] it 
was brought to my memory just now. 
Wait a moment, I am informed that 
that is reversed again, a few days 
later it was changed. 

Q.—I know what was done a few 
days later and I am going to ask 
about that in a minute, but it was 
not put through as a reversal entry. 
Are you able to tell me anything fur- 
ther about that? A.—I am getting 
a part of it, I think. 


Q.—I suppose you want to see this 
book before you tell me anything else? 
A.—If you please. 

Q.—You do not connect this in your 
own mind with anything but you have 
been told that there is another entry? 
A.—I have forgotten about the whole 
thing. 

Q.—Do you see that it is not a re- 
versal entry? It just em~hasizes the 
thing I wanted to get from you be- 
fore you saw this entry? A.—You 
are talking about something I do not 
know about. 
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Q.—You can find out about it? -A. 
—Now, I have got it. I find that 
while that entry of $25,000 was put 
through as I have said on the 7th 
December, that on the 3lst December 
it was entirely cancelled and reversed 
by two entries, one of $5,000 and one 
of $20,000. crediting the Terminal 
Company and debiting the, Telephone 
Bonds, those two items making $25,- 
000. Those reversing entries should 
have gone right through as reversals 
through profit and loss. They should 
have done that so as to absolutely re- 
verse it, but instead of that they went 
direct from one account to the other, 
which reversed it just the same with- 
out going through the middle account. 
But the substance and fact is that the 
whole thing was reversed and the 
entry we are talking about never 
went through. 

Q.—It certainly went through; half 
of it went through in your profit and 
loss on sale of investments account? 
A.—It is a mere error of the book- 
keeper not making a reversal entry, 
in which case these two things would 
have been taken right out; but it 
was in effect absolutely cancelled and 
cancelled in the:same month within a 
few days, so that it shows we thought 
of doing it and never did it. That 
is all there is to it. 

MR. KENT: You want to get 
credit for some good intentions. 

MR. SHEPLEY: On the 7th De- 
cember you wrote down the Michigan 
Telephone Bonds by $25,000 and you 
wrote up the Montreal Terminal Com- 
mon by $25,000? A.—Correct. 

Q.—On the 31st December you wrote 
down the Montreal Terminal by $20,- 
000 and wrote up the Michigan Tele- 
phone by $20,000? A.—yYes. 

Q.—And subsequently, on the same © 
day, there is an entry in your cash 
book further writing down the Mont- 
real Terminal by $5,000 and further 
writing up the Michigan Telephone by 
$5,000? Now that is the state of the 
entries A.—Yes. 

Q.—Now I ask you again, why did 
you on the 7th go through that form, 
what had you in view? A.—dAs I have 
already mentioned the item had entire- 
ly escaped my memory and the fact 
that it was reversed is the reason why 
it escaped my memory, but evidently 
we had thought of making this read- 
justment of values and a short time 
afterwards changed our mind. 

Q.—Why did it find its way into 
your profit and loss on the sale of in- 
vestments account. A.—For the reason 


INSURANCE. 2827 


SESSIONAL PAPER No. 66 


87th day, Oct. 16, 1906. 


I have already mentioned, that if it 


was to go through at all, that was the 
proper place to put it. 

Q.—But this is furnished to us now 
as being the state of your profit and 
loss on the sale of investments account, 
and you have what you call a reversal 
entry. Be that as it may you have an 
entry subsequently in your cash book 
which, if it was a bona fide entry 
would altogether alter that account. A. 
—These two items balance each other 
here and it was a mere bookkeeper’s 
error that the thing did not go through 
this account as it should have done, 
in which case there would have been 
reverse entries. That is a mere mat- 
ter of bookkeeping. 


Q.—If you mean by that that it does 
not make any difference what the value 
of any particular security may be that 
is in this account, so long as the whole 
is of a certain value, then I will under- 
stand what you are talking about. 
Otherwise I do not. A.—I don’t mean 
that- What I mean is that I have 
already shown clearly that this entry 
was reversed; that it was not allowed 
to remain on the books; that it should 
have been reversed through this ac- 
count, but that was a slip of the book- 
keeper and that in effect the entry 
which we are talking about was can- 
celled and annulled, no longer exists 
and these two entries here which are 
put on opposite sides should in reality 
be eliminated as having no bearing on 
the account. 

Q.—That is, you did not think it 
desirable to write down the Michigan 
Telephone Bonds and you did not think 
it desirable to write up the Montreal 
Terminal stock. A.—We changed our 
minds, that is evident. 


Q.—In the result you did not think 
it desirable to do that? Were these 
stocks fluctuating at this time in your 
opinion? A.—Stocks or bonds. 

Q.—Either of them, these securi- 
ties? A.—The Michigan Telephone 
Bonds—I may say that the Michigan 
Telephone Company was the Bell 
Telephone Company for the State of 
Michigan. It was in financial trouble 
and its securities certainly had deter- 
iorated. On the other hand the securi- 
ties of the Montreal Terminal Com- 
pany in our judgment—and_ that 
judgment has been confirmed by re- 
sults—had improved. 


Q.—And therefore you thought it 
desirable to make this entry on the 
7th December. A.— At that time we 
evidently did. 
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_Q.—Then why did you think it de- 
sirable to make the other entries on 
the 31st December? Had the condition 
of things changed? A.—You are ask- 
ing me about a thing that has entirely 
passed from my memory. 


Q.—You do not profess to say that 
the financial position of these two con- 
cerns had changed between the 7th 
and 31st? A.—It runs in my mind— 
the thing is gradually coming back to 
me—that the reason why we did not 
do this was that something had arisen 
in the meantime in regard to the Mont- 
real Terminal which made me doubt 
the wisdom of adding that value to 
its stock. There was a change, not 
in regard to the Bell Telephone se- 
curities, but my ideas in regard to the 
value of the Montreal Terminal 
changed somewhat in that time. That 
is the impression I have. 

Q.—You are giving that just as your 
impression. A.—I have a vague mem- 
ory that something of that kind oc- 
curred, but it is very vague in my 
mind. I am pretty sure, however, that 
that is the explanation. 


Q.—Then can you explain to me why 
not only what you call the reversing 
transaction in respect of these invest- 
ments, but certain other transactions 
which appear in your cash book, do 
not appear in this account? For in- 
stance, if you will go back to the cash 
book and look at page 1018, and see 
if you find some writings up and down 
there which are not in this account at 
all? You might look under West Chi- 
cago and Hudson River. You might 
look under Michigan Telephone and 
Chicago and Milwaukee Common. A. 
—Yes, I find an entry by which we 
write off $15,000 of the value of our 
west Chicago Street Railway Stock, 
and off-set it by a readjustment, by 
putting in the common stock of the 
Hudson River Water Power Company 
for an equal amount. This Hudson 
River Water Power Common was one 
of our bonus stocks which had become 
valuable in the meantime. 

Q.—What else do you find on that 
page? A.—The Michigan Telephone is 
already explained. I do not see any- 
thing else. 

Q.—Turn to page 1019 now- Do you 
see something there between Chicago 
and Milwaukee ,and Michigan Tele- 
phone, $15,000. A.—I find that we 
wrote down the value of the Michigan 
Telephone company’s securities by 
$15,000, and off-set it by an equal 
amount as the value of Chicago and 


2828 ROYAL COMMISSION ON 


87th day, Oct. 16, 1906. 


Milwaukee Electric Company’s stock 
owned by us- This Chicago and Mil- 
waukee stock being exactly the same 
way, one of our bonus stocks that we 
thought had attained sufficient value 
to be taken credit for. 

Q.—Those do not appear at all in 
this account? A.—No, apparently not. 

Q-—Give me the dates of these trans- 
actions? A.—December 3lst. 

Q.—All on the 3lst December, 1903? 
A:—Yes. 

Q.—Immediately before making your 
Government return. The dates are all 
the 3lst December except the one 
shown in this account? A.—Yes. 

Q.—That is the original writing up 
and down in respect of the Montreal 
Terminal and the Michigan Telephone. 
Now ought these other entries to have 
appeared in this account? A.—I think 
they should. 

Q. Then can you tell me why all 
this adjusting was done on the 3lst 
December? A.—Because at the close 
of the year we always go through and 
straighten out anything that requires 
straightening. That is the natural 
balancing time of the year. 

Q.—Not looking towards the making 
of the return to the Government. A.— 
No, the natural balancing time when 
we have to make up all our accounts 
for our shareholders. It is the natural 
time when everything is straightened 
out. 

Q.—Do you know of any other mat- 
ters that have been left out of this 
account? A.—No, I don’t know There 
may be. I didn’t know this had been 
left out. 

Q.—Does the result of these trans- 
actions affect the ledger value of the 
securities you are carrying in respect 
of which this writing is done? A.—It 
does not effect, not to the extent of 
even one cent, the total; but it does 
affect the individual items. 

Q.—It affects the ledger value of 
the individual items? A.—Yes. 

Q.—And if affects the ledger value 
of the items as you have to return 
them? A.—Yes. 

Q.—You show a ledger value of 
@15.000 less than the thing cost you 
in your return to the government? A. 
— ek. 

Q.—Although your ledger value is 
supposed to be what it has cost you? 
A.—No, I don’t admit that at all. 
Ledger value and cost value are not 
necessarily the same thing at all. 

Q.—Do you say that? Because if 
you do you say that for the first time 
in this whole inquiry, as an insurance 
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man? A.—I am very sorry, but I 
have very positive views that ledger 
value and cost value are two abso- 
lutely different things. They may or 
may not be the same thing. 

Q.—How do you arrive at ledger 
value if not by finding out what a 
thing has cost? A.—Take real es- 
tate. If we have a certain amount 
of foreclosed properties that have cost 
so much and we choose to write that 
off—take the Bank of Montreal, we 
know what its buildings cost—a very 
large amount—we all know that those 
buildings are only included for $600,- 
000; they return that as the ledger 
value of their real estate, and it is 
correct, it is the ledger value and yet 
not the cost value. The two things 
are not necessarily the same at all. 

Q.—If a thing has been written off 
by way of depreciation, of course that 
will be shown? A.—But the Bank of 
Montreal real estate has not been 
written off by way of depreciation. 

Q.—We will not differ about the 
Bank of Montreal. If you write off 
a certain sum off a piece of real es- 
tate for depreciation, that of course 
finds its way into the Government 
returns? A.—Not necessarily. 

Q.—It does if you simply do that 
and no more; if you do not appro- 
priate profits from some other source 
to cover it. Mr. Tilley just shows me 
the Government form. ‘‘Amount of 
appreciation in ledger value of assets 
written up, with details.’”? ‘‘Amount 
written off ledger value of assets not 
included in 5, with details.’? That 
is what the Government required you 
to doP A.—That requirement of the 
Government is a very recent one. It 
did not exist a few years ago. I am 
not sure just when it came in, but it 
"Ss very recent. 

Q.—It existed in 1903? A— 
I don’t know. If it did that was 
about the first time. At that time I 
dowbt very much our Enowledge of 
such a requirement. It came in with- 
out our attention being drawn to it 
and it must be about that time, from 
memory, that it first appeared, and 
IT myself only knew of its existence 
a year or two ago. It is a recent re- 
quirement and the last two years we 
have given it very carefully. 

Q.—You do not, of course, say that 
that requirement did not exist in 
1903 and you do not say that it is 
not plainly stated here ‘‘with de- 
tails?’ A.—I know that it is re- 
quired now. Whether it was then or 
not I do not remember, but at any 
rate it is a very modern requirement 
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and since our attention has been 
drawn to it it is one that has been 
rigidly lived up to. 

Q.—I will come back to that in a 
moment. I am going to look at your 
returns for 1903. Meantime what 
else is there in this account for 1903 
which is not actually money made or 
lost on the sale of securities? A.— 
-I see an item of $18,336 of interest 
on foreclosed properties, evidently be- 
ing the interest that we had been un- 
able to collect on foreclosed properties. 


MR. LANGMUIR: No loss of prin- 
cipal? A.—No; the principle we 
went on, I may explain to your Hon- 
ors, is this: if we make a certain 
amount of profit, that when we are 
going to return the profit that we 
make, we have got to deduct all our 
losses; when we take the profit it has 
got to be net, and we have never 
drawn a sharp distinction between 
the profit on bonds and profit on 
real estate. We say they are all as- 
sets of the company and furthermore 
that before we can make a profit— 
profit means over and above not only 
principal but interest, and if we lose 
interest on one security that we 
ought to make that good before we 
talk about making profit on the whole, 
and we therefore consider that we 
are perfectly right and justified in 
considering that we made good any 
loss of interest before we talk of mak- 
ing profit, which is really over and 
above interest. This item, I may ex- 
plain furthermore, is important be- 
cause of the tendency of some of the 
companies, especially—I don’t want to 
mention names—but one that is out 
in the West. 


MR. SHEPLEY: Never mind. 
Certain tendencies of certain compan- 
iesP A.—That have high rates of in- 
terest, to publish tables showing how 
their rate of interest compares with 
other companies and that they are 
earning more than other companies 
and are therefore’ better com- 
panies to insure in. If we make 
enough profits on securities to make 
good any losses on interest, and the 
company gets the money, the inter- 
est, it really earns that, and as a 
matter of comparison with these other 
companies we think it fair that it 
should be so stated. 


Q.—That you should put forward 
a statement, as you did in this case, 
to the Government, saying that we 
have received interest on certain 
securities, which as a matter of fact 
you never did receive at all, because 
you lost that interest altogether? A. 
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—I do not agree with that at aul, if 
you will excuse me for saying so. 

Q.—Did you receive this interest 
on these foreclosed properties? A.— 
We received an amount which off-set 
that and made it as good as before 
to the company. 


Q.—But did you receive any’ inter- 
est whatever in respect of these fore- 
closed properties? A.—We received 
enough on our assets as a whole so 
that we made that good. That is all 
we have ever claimed. 

_ Q.—But that is not what I am ask- 
ing you? A.—Our account speaks 
for itself. 


Q.—I would like you to answer that 
question specifically, if you will be so 
geod. Did you receive any interest 
whatever in respect of those foreclosed 
securities? A.—We did not. 

Q.s—And in respect of which you 
have this item of interest. A.—Not 
from that source, we did not. From 
ae source of profit on investment we 

id. 


Q.—You did not receive any specific 
sum of $18,366 from your profit on 
investments; it does not represent any 
specific sum, it represents something 
you have taken out of these profits? 
A.—Precisely. But we got enough 
to make good that amount and we 
claim we were justified in doing that. 

Q.—Did you return to the Govern- 
ment that you had received interest 
upon these foreclosed properties to 
that amount? A.—Merely in the 
total. We did not say anything about 
these details at all. 

Q.—Did you arrive at your total 
by including this? A.—Yes, which 
merely meant 

Q.—Which merely meant—let me 
put the question—when the Govern- 
ment came to examine your interest 
account in detail, that the Govern- 
ment were intended to believe that 
you had received this interest of mort- 
gage securities. A.—Absolutely no. 


Q.—How could it be otherwise? A. 
—It merely meant that what we 
claimed here—we have never hidden 
these things from the Government and 
they could see the thing clearly—it 
merely meant that we had received 
enough—the Government always goes 
over these items and I have no recol- 
lection of their making any complaint. 

Q.—Whether the Government found 
it out is another question. A.—But 
we have never attempted to deceive 
them or to hide these things. These 
accounts are open for them to see. I 
may say Mr. Blackadar always goes 
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through especially the final entries at 
the close of these things and it was 


just as easy for Mr. Blackadar to find | 


them as for Mr, Edwards and he 
found them, I have no doubt. 

Q.—You justify that on the ground, 
then, that other companies make a 
feature of their receiving a good rate 
of interest upon their investments? 
A.—No, I don’t justify it on that 
ground. 

Q.—I thought you said that you 
were doing that to make a good show- 
ing in comparison with other com- 
panies ? A.—Oh no. 

Q.—Which earned a high rate and 
were putting that forward? A.— I 
say it is important that we should 
make clear that we did not actually 
receive this money, but made it good 
from other sources. But I did not 
say that that would justify it if it 
was not right in itself. 

Q.—That was your object, to make 
a good showing with other compan- 
ies, in the last analysis that is what 
you wanted to do, is it not? A.—We 
wanted to make a correct showing; to 
prevent our real earnings being mis- 
represented. 

Q.—You wanted to make a showing 
which would indicate that your profits 
on the sale of investments were less 
than they were and that your receipts 
on interest account were greater than 
they were, ismt that so? A.—No. 

Q.—Is not that the plain effect of 
the entries? A.—No, what I was going 
to say is this, that we did not care at 
all whether it reduced the amount of 
profits on securities, but we did care 
that the rate of interest which the 
company was supposed to earn should 
not be unduly low. We attach import- 
ance to the one point if not to the 
other. 

Q.—And therefore—I do not want 
to use the word in a bad scnse—a fie 
titious earning by way of interest 
found its way into your accounts? A. 
—No, it was not fictitious. 

Q.—It was fictitious as being an 
earning by way of. interest, because 
it was not an earning by way of in- 
terest? A.—It meant that we made 
enough to make that earning good. 

Q.—Out of another legitimate 
source of income? A.—Yes. 

Q.—Not at all concerned with the 
same securities but concerned with 
other investments and securities? A. 
—Yes, but our interest and profits are 
on our securities as a whole and there 
is no division made in our returns. 
Our securities are taken as a whole 
and our interest and profits are taken 
as a whole. 


6 EDWARD VII., A. 1906. 


Sun Life Assurance Co. 
(Mr. T. B. Macaulay, Ex’d.) 


Q.—Is this the cash book entry of 
that ; 26th December, 1903, 3 per cent. 
loss ’ interest on $611, 202. 58, ledger 
value foreclosed properties 31st De- 
cember, 1903, $18,366.08. A.—Yes. 

MR. LANGMUIR: If you had not 
made a profit on the sale of debentures 
could you have made that interest 
good? A.—No. 

MR. KENT: And that is a strictly 
journal entry, is it not Mr. Macau- 
Jay? A.—=) thimiesso: 

Q.—That is, it should not have been 
there? A.—I am quite willing to ac- 
knowledge that you have given me 
enough points to consider the desira- 
bility of our adopting a journal, and 
I think we will give it our very best 
consideration. It is quite likely that 
if Mr. Kent were coming to qur books 
in a year he would find a journal. 

Q.—Whenever there are any short- 
comings in the transactions it is much 
quicker to acknowledge it at once. 
You may perceive that Mr. Shepley 
is golng to get to the bottom, if he 
wishes, so we gain time by acknow- 
ledging at once if there is an entry 
that should not be there. 

MR. SHEPLEY: I do not think 
Mr. Macaulay is at all offending in 
the matter of candour, but he ex: 
plains and argues a good deal.: 


MR. LANGMUIR: Justifying a 
wrong principle. A.—Perhaps I might 
explain to Mr. Kent that this ques- 
tion of our having a journal was 
brought up by our own auditors a year 
or two ago, and they argued that we 
ought to have it, and I said, Well, 
there would be so very few entries, 
what is the use of our having a little 
book like that? They said we ought 
to have it, and I said, this has done 
well enough since the company was 
founded, what is the good of it? But 
seeing that Mr. Kent thinks we ought 
to have it I think we will. 


JUDGE MACTAVISH :—Your argu- 
ment prevailed with the auditors? A. 
—Yes, that is it, exactly, but when 
Mr. Kent’s is added to the auditors, 
I do not think it will. 

Mr. SHEPLEY:—Let us put the 
transaction in the simplest form, be- 
cause I want to appeal to you and get 
out your true view of the thing if I can 
You have certain investments in stocks 
and bonds, that is a class by itself. 
You have made investments in mort- 
gages and have been compelled to fore- 
close, so that the property is in the 
company’s hands and is not an inter- 
est bearing asset at all. Isn’t that 
sor A-—Yes! 
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Q.—You have made, we will say, 
$20,000 profit to your company by 
turning over certain stocks and bonds 
out of the one class of investments. 
You have not received any interest 
whatever in respect of the foreclosed 
properties. You go to your share- 
holders and to the Government and 
you say. We have only received $2,000 
profit in turning over the stocks and 
bonds and we have received $18,000 
interest upon these foreclosed mortgage 
securities. Now, is not that the es- 
sence of the thing in plain English? 
A.—No, excuse me for saying so. 

Q:-—Why not? A.—Because there is 
no such distinction made between the 
two classes of securities: 

Q.—I am making it, and you made 
it first by investing in the two classes 
of securities. A.—But our returns as 
to interest and as to profit not sub- 
divided. They apply to our assets as 
a whole. 

Q.—Do not say that Mr. Macaulay. 
Here is the Blue Book. You know 
that this item in your returns: ‘‘In- 
come during the year. Amount re- 
ceived from interest $622,058.’’ You 
know that includes this $18,000? A.— 
Yes. I am afraid you have misunder- 
stood me. What I say is this, that 
when we return an amount as interest, 
it means interest upon all securities, 
mortgages, bonds, everythiny. 

Q.—Wait a moment, I was afraid 
you might, perhaps, say that. ‘Profit 
on sale of bonds $41,000.’’ That ought 
to be $18,000 more, ought it not? A.— 
WNooiit is not. 

Q.—It would have been if you had 
not made these changes, one would 
have been $18,000 less and the other 
$18,000 more. A.—It is arguable that 
we should have said profit on invest- 
ments instead of bonds, but that is the 
only difference. Our interest is on our 
securities as a whole. Our profit is 
our net profit after providing for all 
losses on our securities as a whole, and 
the Government and our own returns 
make no special division. 

Q.—Were you liable for that interest 
to yourselves and bound to pay it? A. 
—It was a loss we made and it was 
due to us by others and we could not 
collect it. 

Q:—Here are two specific figures; 
is it true that one of them is $18,- 
000, more than the reality of the thing 
imports, and the other $18,000 less. A. 
—Depends entirely on whether you 
consider that the word profit means 
net profit or not. We hold that pro- 
fit means net profit. If you hold that 
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profit means gross ‘profit then Mr. 
Shepley is right. If it means net pro- 
fit [ am right. 

Q.—You.are disregarding that one 
is profit on sale of bonds, and the other 
is interest. A.—Profit on sale of bonds 
is an expression used by ourselves; not 
by the Government. 

Q:-—What difference does that make? 
You did receive $18,000 more as profit 
on sale of bonds. A.—But that would 
be the gross profit and what we return 
is the net profit. 

Q.—What you were asked to do was 
to give ‘‘amounts received for interest 
oer dividends on stock, etc. Amount 
received for rent. All other income 
with details.’? A.—That is quite right. 

Q.—This is the form for last year. 
A.—Yes, I would like, however, as Mr. 
Shepley. has kindly put this in my 
hands, to draw attention to the exact 
phraseology we have used this vear. 
‘‘Net profit on sale of securities.’’ That 
is the expression we used that year 
and that is the expression we should 
have used the year before and the 
amount we gave is absolutely and ex- 
actly correct. 

Q.—Probably because your transac- 
tions in 1905 of this kind are much 
more numerous than they were in 
1908. A-—Or it may have been that 
our attention was called to it. 

Q.—You began to adopt a more ac- 
curate nomenclature for your account. 
A.—Yes, the eflect is the same though. 

Q.—What do you mean by net? A. 
— After deducting all losses and all 
charges. 

Q.—After deducting all losses and 
charges and all amounts taken out of 
this account to make good losses in 
other investments? A-—That is right. 

Q.—Do you call that net? Does that 
disclose the true net condition of this 
account? A.—Well, at the moment I 
would think so, but if you have any 
suggestion to make? 


Q.—My suggestion is that the con- 
dition of that account should depend 
upon the items in that account itself 
and ought not to be affected by losses 
in other investments which are classed 
separately in the Government returns. 
A.—But investments include mortgages 
just as much as bonds, and there is no 
distinction. 

Q.—Let me have that form again, 
please, ‘‘Amount received for interest 
or dividends on stock.’’? That is- No 6. 
A.—Etcetera. 

Q.—“‘Or dividends on stock etc.” 7. 
‘‘Amount received for rents.’’ 8. All 


2832 ROYAL COMMISSION ON 


87th da- Oct. 16, 1906. 


other income with details. ’’ A.—Yes, 
and under that we put ‘“‘net profit on 
sale of securities.’’ And securities in- 
clude mortgages. I am very sorry to 
have an argument like this but I just 
want to make my own good faith clear. 


Q.—I was saying a while ago that 
you were rather arguing than yield- 
ing to the plain facts, which are all 
we care about. A.—In explanation 
I would merely say that I prize that 
people should realize that I acted in 
good faith. We may have differences 
of opinion and I do not care any- 
thing about that, but I want it clear- 
ly understood that I acted in good 
faith and had what I considered to 
be good arguments. 


Q.—The form in 1903 is precisely 
the same as in 1905. We happen to 
have it here. Take the form you were 
furnished to make your return on in 
1903. We will see how your method 
lent itself to information under that 
form. Under the heading ‘Income 
during the year’’ there are the same 
three items I have just referred to. 
“6. Amount received for interest or 
dividends on stock, etc. 7. Amount 
received for rents. 8. All other in- 
come with details.’”” Those are the 
same headings for income that we 
have in the other? <A.—Yes. 


Q.—And you filled in the third of 
those, ‘‘all other income with de- 
tails,’ ‘‘profits on gale of securities,”’ 
$41,000 odd as we read from the Blue 
Book? <A.—Yes, I wish right here 
to draw attention to the fact that 
there is a difference between the 
phraseology in the returns as we 
made them and in the returns as 
made by the Government. I men- 
tioned that it was arguable that we 
should have used the word invest- 
ments or securities instead of bonds. 
We did use the word securities in 
the returns we made. 


Q.—In what respect does the Gav- 
ernment return differ from yours? 
A.—Ours is securities, and this says 
bonds and bonds does not include 
mortgages and securities does. 


Q.—What do you suppose this in- 
terest question was for? ‘‘Amount 
received for interest.’”? ‘‘Interest 
upon mortgages or from any source? 
A.—Any source. 


Q.—Therefore if you have rece'ved 
interest upon these foreclosed pro- 
perties that would be the place for 
it? A.—Yes. 


6 EDWARD VII., A. 1906. 


Sun Life Assurance Co. 
(Mr. T. B. Macaulay, Ex’d.) 


Q.—And there is where you return 
the sum you had taken from the 
profit on the sale of your bonds? A. 
—Yes. 

Q.—It was in fact profit on the 
sale of bonds, that you had diverted 
—I don’t say wrongly yet at all? A. 
—That we had diverted, provided 
you admit that it was not done 
wrongly. 

Q.—I am not saying anything 
about that at present; I am saying 
that there is where it ,came from, 
that sum of $18,000. A.—Yes. 


Q.—And if you had not taken it, 
your profits here, to use your own 
language, on the sale of securities, 
would have been $18,000 more. A.— 
Exactly. 


Q.—Then there is another thing 
here that I call your attention to. 
In 1903, as now, a synopsis of ledger 
accounts is called for. ‘‘Amount of 
net ledger assets 3lst December last 
year. Amount of cash income. 
Amount of appreciation in ledger 
value of assets or items written up 
with details.’ And then ‘‘Amount 
written off ledger assets not includ- 
ed in 5, with details.”” So that there 
is a place there for writing up, for 
returning your writings up and 
down. A.—I can only say that this 
return, this requirement in the Gov- 
ernment form, is a very recent one. 
I doubt very much whether I myself 
knew of its exstence at that time. 
The returns were not prepared by 
me and I doubt very much if I even 
knew about it. Under that heading 
we have $27,000 which is made up - 
of items that are mentioned here, 
but I admit at once that these re- 
turns for 1903 should have contained 
these items. I admit that immedi- 
ately. Why it did not, I don’t know. 
The only explanation I can give is 
that, so far as I am _ concerned, 
I doubt if I knew of the existence of 
that requirement in the Government 
returns at that time. 

Q.—At all events there is an an- 
swer attempted to it, ‘‘amount of 
appreciation in ledger value of assets 
or items written up,’’ and then 
‘written off’? in the other item. A. 
—Here is the explanation. There is 
no writing up or down at all. It is 
an explanation exactly of what they 
were. These returns are always pre- 
pared by our bookkeeping depart- 
ment of course. 
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Q.—They are made under oath? A. 
—Yes, to the best of my knowledge 
and belief. 

Q.—yYou intend them to be accur- 
ate? A.—Certainly. If they are not 
accurate it is not our wish, but the 
fact that they were not in 1903, I 
admit at once that they should have 
been and I am sorry that they were 
not and I can only explain that a 
new requirement being put in we did 
not realize all that it meant and did 
not do it. That is all that I can say. 

Q.—Then what else do you find that 
does not represent an actual sale in 
that year, 1903? A.—There is an 
item of $1,000 for travelling expenses, 
telegrams, etc., connected with in- 
vestments. 


Q.—We have passed over several 
small items of expense. Let us con- 
sider generally the question of put- 
ting expense items in that account. 
What business have they there? A. 
—If they are items that would not be 
incurred at all except in connection 
with such sales or with the making of 
such profits, they are a proper deduc- 
tion. If they are not, they are not. 

Q.—You would not think it proper 
to write off as against that account 
or pay out of that account any gen- 
eral expenses incurred in carrying on 
your insurance business? A.—Noth- 
ing more than extra expenses that 
would be incurred as a consequence 
ef those things. Nothing else. 

Q.—Of the securities themselves? 
A.—Yes. 

Q.—The cost of obtaining the se- 
curities, the cost of realizing them 
and so on, you would take that out 
and arrive at the net profit in that 
way? A.—And the cost of going out 
and supervising them or anything of 
that kind, anything extra. 

Q.—Do you understand that in con- 
nection with your returns to the Gov- 
erncent you are supposed to return 
all your expenditure as substantative 
expenditure? A.—Most of. it. Any- 
thing except items that could be pro- 
perly charged up as connected with 
the profits we have made. 

Q.—Is that so with respect to your 
interest account. hat about ex- 
penditures there? A.—Interest ac- 
count is a special thing. 

Q.—Is interest any more special 
than the result of any other class of 
investment? If one is special is not 
the other? If you ought not to omit 
to show your expenditure in connec- 
tion with your management of mort- 
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gage securities, ought you to omit 
to show your expenditure in the man- 
agement. of bonds and stocks? A.— 
We have never tried to do so. 

Q.—Never tried to do what? A.— 
To omit them in connection with 
bonds and stocks. 

Q.—You do not show these expendi- 

tures that are taken off the profits on 
your Sales of Investments, do you? 
A.—No. 
4 Q.—They do not reveal themselves 
in the Government returns? AS 
That means that we had, in that year 
at least $1,000 of telegrams and minor 
expenses of different kinds that we 
would not have had but for these 
things. That is all it means. 


Q.—Is there a proper place in the 

Government Return to put that as 
expenses? A.—It is quite debatable, 
it could be put in either way, a mat- 
ter of opinion. 
_Q.—“‘All other expenses’? is the 
place where that should properly be 
shown P A.—It could be. It is a 
matter of opinion just where it should 
go. 

Q.—But if you set it off against an 
equivalent amount of profit made on 
the sale of debentures, and you do 
not do that—let us have that clearly 
—in connection with your mortgage 
investments? A.—No. 


Q.—Can you suggest any reason 
why you should do it in one case and 
not in the other? A.—Because in the 
one case, mortgage expenses and so 
on, there are no expenses except or- 
dinary routine expenses. In the 
others there are very unusual and 
extraordinary expenses directly con- 
nected with the profits. 

MR. LANGMUIR: You pay a com- 
Mission on real estate loans, don’t 
you? A.—No, never have in the his- 
tory of the company. 

MR. SHEPLEY: Then you have 
given me that expenditure $1,000. 
That is a lump sum, apparently? A. 
—Yes. 

Q.—And your return of expendi- 
ture under the head of expenditure 
is $1,000 less than it would have been 
if that had not been done? A.—Yes. 

Q.—What else is there in that year 
that does not represent a real loss? 
A.—We wrote off $10,000 to the credit 
of our real estate. That is we used 
that amount to strengthen the com- 
pany’s position and wrote down our 
real estate to that amount. 


Q.—You wrote up your real estate, 
A.—Yes. ; 
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Q.—You wrote up your real estate, 
did you not? A.—No, we took credit 
for $10,000 less in our real estate 
account, less on that account. 

Q.—And made it good with this 
$1U,000? A.—Yes. We acted upon 
the general principle, as I have al- 
ready said, that if we are to give 
profits they should be net vrofits after 
deducting all losses. Here we had 
our real estate account; we thought 
that would be all the does cae 
strengthened by being written down 
a bit, so we said we will use $10,000 
of this amount that we have made 
on profits to write down our real 
estate to that extent. — 

Q.—And still keep it at the same 
amount? A.—No sir, it reduced it 
by that amount. 
5 om don’t understand you, but I 
suppose that is my fault. Did you 
write off $10,000 off your real estater 
A.—Yes. 

Q.—And did you Me off $10,000 off 
this estate? A.—Yes. 

Q.—And did you write off $20,000 
altogether P A.—No, we used $10,- 
000 of our profits made in this account 
to reduce our real estate by this 
amount. ‘ 

Q.—Did you reduce it? First you 
raised it by this amount? A.—No 

Qe This” is an asset and you re- 
duced this? A.—That is an income. 

Q.—An asset, and you reduced it 
by $10,000. Your real estate is an 
asset and you reduced ge you ee 
bv $10,000? A.—This is not an asset, 
it ° an income and we used $10,000 
of that income to write down our real 
estate. 

Q.—Perhaps you put that in the 
cash book too. If so, let us see the 
entries? A.—I suppose we did. 

MR. SHEPLEY: I _ understand 
that it is convenient to some of those 
concerned that we should adjourn a 
little earlier to-day. I ask Mr. Macau- 
lay during the adjournment, to for- 
tify himself with all the papers, the 
original agreements, and correspond- 
ence relating to the Illinois Traction 
Company and its subsidiary compan- 
ies and also with regard to the Shaw- 
inigan Power Company, so that we 
may have those before us during the 
afternoon. 

(At 12.45 adjourned to 2 p.m.) 


AFTERNOON SITTING. 


THOMAS B. MACAULAY, Exam- 
ination continued by Mr. Shepley. 
Q.—What item were you at when 


we adjourned? A.—The $10,000. 
178a 
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Q.—We were at that account of 
profit and loss on sale of investments. 
1 had made that an exhibit and we 
were in the middle of examining upon 
it when the court adjourned. Here 
is the document. What were we at? 
A.—The $10,000 profit and loss ac- 
count, 

Q.—And I think you were telling 
me that you had taken out of the 
profits realized upon the sale of in- 
vestments a sum of ten thousand dol- 
lars with which to reinforce or 
strengthen the real estate accounts? 
An Ves, 

Q.—You are looking now for an en- 
try in that respect? A.—This is the 
entry. 

Q.—This is in your profit and loss 
on real estate? A.—It is the real 
estate book. 


Q.—You make a credit of ten thou- 
sand dollars by part profit from sale 
of security? A.—Yes. 

Q.—That reduces the ledger value 
of the asset? A.—Yes. 


Q.—It appears that you have real- 
ized ten thousand dollars which goes 
against what the real estate has cost 
you? A.—yYes, that is to say, our 
way of keeping our real estate ac. 
count, is that we have an account for 
every separate property that we own, 
and then we have what we have called 
a real estate profit and loss account 
which is a general account with a con- 
siderable credit that we deduct from 
the whole, and we put this amount to 
the credit of that real estate profit 
and loss account, thus reducing the 
whole of our real estate account. 

Q.—That makes it appear that your 
real estate has stood you $10,000 less 
than it really did; that is right, is 
it not? A.—It means we have written 
that down. We have written down 


real estate accounts a good many 
times. 


Q.—But the net result of this entry 
is to make it appear when you balance 
the profit and loss account, and the 
real estate account that you have ex- 
pended $10,000 less than you really 
have in respect of that account alone ? 
A.—I would not put it like that. I 
just put it that we held the real es- 
tate in our accounts at $10,000, less 
than otherwise would be the case, but 
not in any way at all as implying 
that we have done anything improper 
in doing so. 

Q.—I just want to find what you 
did do, and what the effect of it was 
upon your bookkeeper and upon the 
account, without making any. reflec- 
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tion at all about it in any degree. 
Then it also has the result of enabling 
you to return, just as in the case of 
the other items, less profit made on 
the sale of your bonds and stocks than 
you really did make? A.—Yes, for 
which we are sorry, which we much 
regret, for we would rather show a 
handsome profit, but we thought it 
was desirable to provide for losses be- 
fore we think of profits. 


Q.—Does that find its way into the 
Government return too in the shape of 
a decreased ledger asset to your real 
estate and a decreased income from 
profit and loss on the sale of invest- 
ments? A.—Yes. 


Q.—Then is there any other item 
in this in that year which is not cash? 
A.—$10,000 written off of the Denver 
and South Western bonds. 

Q.—You still retain those bonds, is 
that right? A.—Yes. 


Q.—But you wrote down their book 
value $10,000? A.—Yes. 


Q.—Though there was no real trans- 
action in the bonds at allP A.—No. 


Q.—Then is there anything else in 
that account? A.—Not so far as I 
could see. 


Q.—Then $30,000 Detroit Telephone 
Bonds,—is that a real transaction? 
A.—Oh, I did not notice that. 

Q.—You will find out about that? 
A.—Yes, I cannot speak positively 
about that. It was either late in nine- 
teen hundred and three or very early 
in 1904, that the Detroit Telephone 
Company was absorbed and replaced by 
the Michigan State Telephone Com- 
pany, and the securities were written 
down, and we knew that we would 
have a serious loss, because we knew 
the basis on which the new securities 
were to take the place of the old se- 
curities. Just exactly when that took 
place I cannot tell without looking up 
the books, but it was certainly in 1903, 


or very early in 1904, so that I think © 


that that was really a case of an as- 
certained loss, and I may say while I 
am talking about that that the same 
facts apply exactly to the Michigan 
Telephone securities. They were ar- 
ranged in the same deal, and although 
I have been saying we have written 
them down in reality, by that time we 
knew what the loss was to be, and we 
knew we would get new securities, 
and sometime we had to write down a 
loss, whether we sold them or not, and 
in 1903 was as good a time as any. 
It had to come, because the securities 
of the Detroit; Telephone Company 
and the Michigan Telephone Company 
were replaced by the securities of the 
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Michigan State Telephone Company, 
but we got the securities in 1904. 

Q.—At all events, that did not rep- 
resent an alteration in the ownership 
of the bonds at all? A.—It repre- 
sented the getting of new bonds in- 
stead of the old bonds—bonds of the 
new company on a different basis. 

Q.—You do not know whether that 
took place until the following year, 
unless that took place at the same 
time—— A.—It must have been just 
about that time, if not absolutely at 
the same time. 


Q.—Unless it did that would not re- 
present a real transfer of the bond, 
and a loss made on their disposition, 
but it would be more like the People’s 
of Halifax, where there was really a 
realization in getting new securities. 
A.—In its character it was exactly 
similar to the People’s, and that 
change took place either late in 1903, 
or very early in 1904, in both those 
cases. 

Q.—Is there anything else in that 
year that is in the record of a dis- 
pesition of your securities? A.—I do 
not think so, nothing that I see. 

Q:—Then your balance arrived at in 
this way for that year was $41,223.06. 
but for the items that we have been 
speaking about, it would have been 
£93,000, or thereabouts more. A.—How 
do you make that figure Mr. Shepley? 

Q.—I do not pretend to be infallible. 
I take thirty and add to that twenty, 
and add to that eighteen, and I add 
that ten thousand, and another ten 
thousand,—A.—I would like to point 
out that the twenty five is on both 
sides, and that cancelled it. You can- 
not count the twenty five because it 
is already provided for. 

Q.—Yes that is right. A.—And the 
thirty I think was a proper item be- 
yond a!l question. 

Q.—I was not criticising the item. 
I take back the twenty-five. Then 
thirty and eighteen, and ten and ten, 
whether the items are proper or not— 
A.—That would come to sixty nine 
thousand dollars, of which according to 
my judgment thirty is beyond question. 
Q.—Are you intending to concede—I 
do not weally think you are—that 
there is any question about the other ? 
A.—You have questioned it- I do not 
think even you can question the thirty. 
I do not question anything. 

Q.—You have taken that profit ar- 
rived at in that way, $41,223, and you 
have distributed it among these 
branches, again excluding the share- 
holders? A.—Yes. 
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Q.—Will you take the next year, 
nineteen hundred and four, and go 
through that in a similar way. It ex- 
tends over into the next page. If you 
will tick any items with your pencil as 
you go over them we will find them 
more readily? A.—In the figures for 
1904 I notice only cash entries on both 
sides, except the following—with the 
exception that I am not certain till I 
look up more fully about an item of 
$19,959, in the receipts, the last item 
in the receipts. 

Q.—That is on the 31st December, 
under the heading ‘‘Illinois Central. 
Traction, per V 859’’P A.—I do not 
know what that is until I look it up, 
On the other side the entries appear to 
be all strictly cash entries with the 
exception of another ten thousand dol- 
lars to the credit of real estate profit 
and loss account, in exactly the same 
way as the ten thousand dollars of the 
previous year, and $20,000, interest 
upon what we call the Appleyard se- 
curities, securities which had got into 
trouble in Ohio, and two entries com- 
prising a total of $17,539, which were 
agents balances as far as I remember, 
written off, debts due by agents which 
were not collected. 

Q.—Then let us take those in their 
order of occurrence in account, rather 
than in their .order upon _ that 
answer you have made. The $4,750 
appearing as a loss in respect of 
Michigan Central Railroad,—that was 
an actual loss on sale? A.—We had 
bonds of the Michigan Central 
Railroad guaranteed by the New York 
Central, and we held them for a while 
and then had to sell them at a loss. 

Q.—Guaranteed by the New York 
Central? A.—Yes- Our experience 
with nearly all of these known as high 
class securities has been exceedingly 
bad, and our experience in that re- 
spect corresponds with the experience 
of all other Insurance companies. This 
is an illustration. You cannot get a 
higher bond than that, the Michigan 
Central guaranteed by the New York 
Central, and notwithstanding that we 
made a heavy loss on it, and if we had 
put all our investments into that class 
of securities, the Sun Life Insurance 
Company to-day would be in a very 
bad way. 

Q.—I know you wanted to say that, 
but it had nothing to do with what 
we are talking about. Then you sold 
the Michigan State Telephone bonds 
at a loss? A.—Yes. 

Q.—A loss of $1,055? A.—Yes. 

Q.—In adition to what you had 
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written off the other two classes of 
bonds which they replaced? A.— 
Yes. That is that we did not realize 
even what they were supposed to give 
us in the reorganization. 

Q.—I see an item in this of law 
costs, Montreal Railway Bill. $1,000, 
what is that? A.—That was an item 
of law costs in connection with the 
Montreal] Terminal Railway. 

Q.—Were you opposing or support- 
ing a bill of theirs or what was thatP 
A.—The Montreal Terminal Railway 
was opposing a bill brought in by the 
Montreal Street Railway, and the 
stockholders—of which we happened 
to hold a large bonus—paid a certain 
proportion. 

Q.—For the purpose of defeating 
the bill of the Street Railway com- 
pany? A.—Yes, which was interfer- 
ing with the other— 

Q.—That was in the nature of an 
expense to protect your securities? 
A.—Yes. 

Q.—Central Union was an actual 
loss? A.—Yes. That is the Central 
Union Telephone Company. 

Q.—You made a further loss in Cen- 
tra] Union Telephone Company bonds 
of $3,000? A.—Yes. 

Q.—That was an actual sale? A.— 
Yes. 

Q.—And another loss—you appar- 
ently sold in blocks? A.—Yes. We 
could re-invest this money to much 
better advantage, and it paid us to 
pocket the loss and re-invest it on 
better terms. 

Q.—Then I see there was another 
large block of Michigan State Tele- 
phone bonds $23,807. You lost there? 
A.—Yes. 

Q.—Were those bonds in the State 
of Michigan? A.—No, of the Michi- 
gan State Telephone company. 

Q.—That was the telephone com- 
pany incorporated for the purpose of 
absorbing the franchise of the two 
companies whose securities you had 
held? A.—Yes. 

Q.—That telephone investment of 
yours was not a very satisfactory one 
then P A.—Not that particular 
thing, no. 

Q.—Then we come to the entry, real 
estate. profit and loss, that is pre- 
cisely like the one of the year before? 
A.—Absolutely. 

Q.—We need not go over that in 
detail at all? A.—No. 

Q.—Then interest on Appleyard se- 
curities. Now, give us a little about 
that—that is $20,000? A.—We had 
the securities of a number of compan- 
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ies, street railway companies in the 
State of Ohio, that were part of the 
system known popularly as the Apvle- 
yard System. 

Q.—To what extent were you hold- 
ers of these securities, to what 
amount? A.+—We had altogether 
several hundred thousand dollars. 

Q.—That is vague, can you not tell 
me more nearly? A.—Four hundred 
thousand dollars or five hundred 
thousand dollars. 

Q.—$400,000 or $500,000 of these 
securities you heldP $A.—yYes, the 
properties in themselves were excel- 
lent and admirable, admirably locat- 
ed, but they were horribl~ mismanag- 
ed by Mr. Appleyard who controlled 
them, with the result that they went 
into the receivers hands just about 
this time, and as we saw there would 
be trouble with them, we wrote down 
our securities very freely in regard 
to them, and among other things 
wrote off $20,000 of the interest due 
on those securities. 

Q.—When you say the interest due 
ot those securities, what do you mean? 
Have you lent money on those securi- 
ties to Appleyard? A.—No—we had 
at one time, but we had no loans out- 
standing at that time. We had pre- 
viously, but not at that time. The 
securities that were due to us, were— 

Q.—Interest bearing? A.—Inter- 
est bearing, not preferred stock. 

Q.—AIl interest bearing ? 
interest bearing. 

Q.—And you received no interest? 
A.—We had received interest, but we 
ceased to receive it. 


Q.—Do you remember how much 
interest was due you? I suppose it 
was more than this $20,000? A.— 
Well, I should think so, but I would 
not like to say positively. 


Q.—Then not receiving that inter- 


est out of the securities which upon 
the contract ought to have been paid, 
you took it out of your general pro- 
fit on the turn-over of your other se- 
curities? A.—Exactly. I would like 
to point out that these particular 
securities were not like those we were 
talking about before. They are act- 
ually in the same group. 


Q.—Do you concede that that trans- 
action is open to some criticism, and 
claim that it has the same advantages 
as the transaction in respect of the 
interest of the year before? A.-= 
No, I think that is not open to the 
Same criticism. 

Q.—Do you claim it has the same 
advantages? Let us get rid of that 
sideP Do you claim the same ad- 
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vantages for that transaction as you 
did for the interest transaction of the 
year before? A.—I do not under- 
stand what you mean by advantages. 

Q.—You were saying it was a de- 
sirable thing to doP You were ex- 
plaining as nobody could explain as 
well as you the reason why it was 
proper and regular and prudent to 
do it. I suppose that everything that 
you urged as to that would be applic- 
able to this? A.—AIl I have to say 
is that here was interest on securi- 
ties, bonds if you like, that we had 
jfailed to get, and that when we were 
reporting the total amount of profit 
that we had made, we certainly felt 
it was right and proper to deduct 
the loss on the interest on the securi- 
ties, included in the same group, be- 
fore we took any profit, and we 
thought it was a proper thing to do. 

Q.—You deny that the criticism 
that the securities were not of the 
same class would apply here? A.— 
Exactly. 

Q.—Otherwise the same argument 
pro and con would applv? A.—Yes, 
exactly. 

Q.—Then next is Sundry agencies, 
and there are a couple of items. That 
was money due you by agents? A.— 
Money due us by agents as far as I 
remember which was uncollectable and 
which we wrote off. 

Q.—It was money advanced to the 
agents by way of carrying your busi- 
nessP A.—I think not, I think it 
was chiefly bad debts. 

Q.—Money they had collected and 
not paid over? A.—Precisely. 


Q.—Were there some of the other 
sort included? A.—There may have 
been some. Without going into the 
matter, I could not say. I feel quite 
sure a large proportion was bad debts. 

Q.—Will you concede that it would 
have been sound bookkeeping to have 
charged that to expensesP A.—Yes. 

Q.—That would have been sound 
bookkeeping? A.—I may say in that 
connection that we were influenced in 
making that entry by a fact which 
came to our knowledge that it was 
the custom of American companies to 
do this. We happened to find that 
some large American companies bad 
done this identical thing, and that it 
was apparently conceded as a proper 
thing in the United States, and we 
said if it is proper in the United 
States it is proper for us. 

Q.—Did you not make up your 
own mind.about it? A.—I grant you 
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at once if I had the thing to do over 
again I would not do it. 

Q.—You are not enamoured of that 
method of bookkeeping? A.—No, at 
the same time, we found other comr 
panies in the States were doing it. 

Q.—You explained why you did it? 
A.—Yes. 

Q.—You followed an example which 
you have found now not to be a good 
example? A.—I suppose there is a 
good deal of truth in that. 

Q.—Of course the result of that 
was, that your expenses— A.—Excuse 
me before we go any further, I would 
limit that, however, to any amounts 
that might have been advanced by 
the company to the agents. When it 
comes to actual amounts the company 
has written off where the agent has 
collected premiums and never remit- 
ted. That is a loss and should rot 
go to expense. Nothing will make me 
believe that should go to expense. 

Q.—But it would be a very mater- 
ial thing for the insurance depart- 
ment to know that your agents did 
owe you money which they could not 
pay, which they had collected? A.— 
I would draw a very sharp distinc- 
tion between whether it was money 
advanced to the agent for the purpose 
of carrying on his business or not. If 
it was money the agent had collected 
and failed to account for, I should 
say that was a loss, and should not 
go to expense account. 


Q.—I would not like you to get an 
erroneous impression. I am empha- 
sizing the desirability from the stand- 
point of Government inspection that 
the items that are put before the 
Government truly represent what the 
real facts are? A.,—From that stand- 
point I would say that for years we 
have taken no credit at all for agents’ 
balances in our accounts. 


Q.—That is very much to your 
credit, because that is not a uniform 
thing in insurance companies? A.— 
For many years we have taken no 
credit for that. 


Q.—You would concede, as an in- 
surance man, at once that if there is 
to be any report or inspection, the 
return to the Government should de- 
velop precisely what the facts are in 
the case of each particular item, 
should they not? A.—Yes. 


Q.—Of course adopting this method 
made it apparent—I do not say it 
made it real, but it made it appear 
that agents did not owe you anything 
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when they did? A.—I do not think 
it had any bearing on that point at 
all because the Government inspector 
has never asked us whether the agents 
owe us any money or not. 


Q.—Why should he, when he finds 
you do not return any balances due 
from agents? A.—I do not think the 
Government ever consider that is a 
thing they should look into at all. 
I do not think this question has any 
bearing on that point. I want to be 
perfectly frank, and where our course 
has been subject to criticism I want 
to admit it. I admit at once that to 
the extent that any of these items in- 
clude advances made to agents— 
although other companies do it—and 
it has crept into the business—it is 
open to criticism and should not be 
done, but to the extent that it is 
money absolutely due by agents and 
defalcations, that is a different thing 
and should not go to expenses, and 
has no bearing upon this matter. 
There is no question of the value of 
it as an asset, because we do nct 
make any claims for such an asset. 


MR. KENT: Q.—But if you put 
your company in a worse light than 
it really should occupy before the 
Government, don’t you think it is 
just as wrong as if you concealed 
something in the way of liability? 
If the company wants to know the 
exact position it is very nearly as 
bad to make your company appear 
poorer than it is, as to make it 
appear stronger than it is? A.—TI 
am sorry to differ from you, Mr. 
Kent. In regard to this particular 
feature, it is always looked upon hs 
a good feature in a company to take 
no credit for this. It is a matter of 
pride with a stronger company to 
ignore any agents’ balances. You will 
find here that the companies in re- 
gard to the agents’ balances put in 
‘none, none, none.’’ It is.a matter 
of pride to leave that out, and it is 
not considered as understating the 
strength of the company. 


Q.—Are you speaking of the Ameri- 
can or Canadian companies? If an 
agent is solvent, if he is able to re- 
pay his advances. that is a debt to 
the company, and should enter into 
the report just the same as any prem- 
ium A.—Theoretically that is so, 
but your opinion is not upheld by 
the insurance commissioners of the 
United States, for instance. The 
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United States insurance commission- 
ers have ruled that the companies 
shall not be allowed to take credit 
for any of these things. 

. MR. SHEPLEY :—Q.—That is, be- 
cause in nearly all those cases, 
these balances are illusory as as- 
sets, and moneys that cannot be 
recovered That is right, is it not? 
A.—That is right about a large pro- 
portion, but even if they are good, 
they are not allowed, and in leaving 
these out we are only conforming to 
what is considered the superior ruling 
made compulsory in the United States. 

MR KENT:—Q.—You think you 
should follow them? A.—Our own 
department considers we are fol- 
lowing a conservative and_ proper 
course, and I -am-= perfectly sure 
that in that respect we meet with 
their approval. 

Q.—Because they think the agents’ 
balances are assets and should be put 
in! A.—If we told them they were not, 
they would not believe us. 

MR. SHEPLEY :—Q.—You have an 
azency ledger? A.—Yes. 

() —Is it here? A.—Yes. 


(2.—I would like to look at the side 
of the agency ledger in respect to these 
balances at the time? I want you to 
ook at it, to jog your memory for the 
next question I am going to ask you? 
A.—Out of 21 companies reporting in 
1903. which I happened to have open 
befcre me, the first items agents bal- 
ances or bills receivable, eight,-—and 
they I think include the strongest com- 
panies, report none, showing that— 

Q.—Showing that they consider— 
A —That it is considered a wise and 
conservative proceeding to follow. 


Q.—You are not aware whether any 
cf ther have produced that happy con- 
dition of affairs by carrying money 
out ot the profits they have made on 
cther securities to the credit of tnat 
account? A.—I do not know anything 
about their private books. 

Q.—Now then, if you will just tell 
me what was the condition of that u:;- 


count on the first of January, 1904,— 


I believe it does not go any further 
back than that? A.—What is the ac- 


~ count? 


Q.—I want to see the debit and cre- 
- dit balances in the agency ledger? -A. 
—I am told it is not here. We have 
sent for the other ledger. 


Q.—Did you as a matter of fact pro- 
duce some of these debts of agents by 
meking them advances at the end of 
the year in respect of their claims for 
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rebates, and so no? A. We may have 
made advances, but not for rebates. 
Q.—Advances to agents who have said 
they have had a hard year, and there 
has been a great deal of competition, 
and they have had to give large re- 
bates, and you ought to make them 
some allowance? A-—No sir. 

Q:.—Nothing of that kind? A.— 
Nothing of that kind. : 

Q.—Under what circumstances do 
you make advances? A.—If an agent 
is beginning, and a new field for ex- 
ample, or is a new man, and he says, 
‘Tt will take me some time before I 
can get enough business to draw com- 
missions to live. I want an advance 
against the commissions that I will be 
earning later on.’’ 

Q.—That is the sort of advances you 
make? A.—Yes. 

Q.—And those are the only circum- 
stances in which you make advances? 
A.—Yes. 

Q.—Now have you further informa- 
tion about these items. We will have 
to return to the agents balances again? 
A.—While Mr. Shepley is getting 
ready I might add a word, which has 
been whispered in my ear by our ac- 
countant; that Mr. Blackader, the as- 
sistant Superintendent of Insurance, 
in inspecting our books, objected to 
our having any agents balances show- 
ing at all. He asked us to rule those 
out, so that in doing that we were 
acting according to instructions from 
the insurance deparment, our own 
insurance department taking the same 
ground as the American insurance de- 
partment. 

Q.—That is not what I am asking 
about? A-—But I wanted to make that 
explanation. 


Q.—On the credit side of the account 
appears on the 3lst of December, Illi- 
nois Central Traction Company, $30,- 
150. On the debit side appears ‘‘Re- 
verse, F. 282, Illinois Traction $31,- 
050.’? Explain those two items first. 
A.—Personally I know nothing about 
these things except what is told me. 

Q.—Give me the information you 
have obtained by enquiring from the 
proper officers? A-—This was a profit 


actually made in cash upon the sale 


of these bonds. 

Q.—Which was? The $30,150? A— 
Yes, and it was originally intended to 
let it go through as profit. . However, 
it seems that Mr. Blackader of the In- 


‘surance department had been objecting 


at that time or about that time to our 
having any agents balances, and it 
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was decided to write off all the agents’ 
balances that the company had; there- 
fore this entry was just reversed,— 
Q.—And in reversing it—A.—In re- 
versing it an error was made, so that 
instead of reversing it as $30,150, it 
was reversed as $31,050, just reversing 
the figures, which made an’ error of 
$900 in the account. Then in sizing 
up the total of our agents’ balances 
they decided, the book-keeping depart- 
ment, that of our total agents balances 
$11,090.53 were bad, uncollectable, and 
on the other hand that there was an 
item of $17,539.33 as the total which 
they considered perfectly good, abso- 
lutely collectable and good, which they 
did not wish to write off as uncollect- 
able, but they treated the two items 
by deducting the $11,090 of debts from 
the $31,050, and the balance that was 
left was $19,959.17, which was the bal- 
ance of actual cash after providing for 
the bad debts, and they wrote off the 
good, the agents’ debts considered 
good, they wrote them off in accordance 
with the wishes of the Insurance de- 
partment by putting in this entry of 
$17,539.33 on the other side. 


Q.—Let us just examine that. Leave 
out of question the trifling error in 
reversing the entries and treat it as 
a matter of principle. You first made 
a cash profit on turning over these se- 
curities of 30,150, and that found its 
way into the account in the regular 
course? A.—Yes. 


Q.—Then by reason of what had 
passed between you and the superin- 
tendent of insurance you decided to 
reverse that entry? A.—Yes. 

Q:—That is to keep that in suspense, 
as a fund out of which you could deal 
with the agents’ balances? A.—Ex- 
actly. 

Q.—Then you analysed your agents 
balances and said that $17,539, of 
those were good, and how much was 
bad? A.—$11,090.83. 

Q—That is, you had $28,500 odd of 
agents’ balances altogether? A.—Yes. 

Q.—You provide for the bad debts of 
agents by deducting $11,090 from the 
831,050, and treating the balance 
$19,959.17, as being a sum realized 
out of the sale of securities. Then you 
wrote off in accordance with the super- 
intendent’s instructions, and not tak- 
ing it out of any profits, or did you 
take it out of profits? A.—By charg- 
ing it on the other side, we practically 
took it out of profits. 

Q.—The other $17,539? A.—Yes. 

Q.—The result of that seems to have 
been that you have not only taken the 
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good but the bad debts out of the pro- 
she on the sale of the securities? A. 
—Yes. 

Q.—What did you do with the good 
debts when you collected them? A.— 
We treated this amount as a floating 
credit. We did not wipe them out 
but treated them as a floating credit.— 

Q-—Supposing the agents would 
come forward and pay the $17,000, 
what would you do with the money? A. 
—If the time ever arose that we had 
less than that, we would put it pro- 
bably as a credit balance in agents’ 
balances. 

Q.—What would you do with it in 
this account, because you have charged 
this account with it? A-—It ought to 
be reversed I think. 

Q.—That time has not come yet? A. 
—No. I do not think so. There is 
always a certain amount of debts. 

Q.—These five entries are all in 
connection with that trouble about 
agents’ balances, or are concerned 
there? They are all affected by it? 
A—That is right 

Q.—Then what is this other, $10,- 
300. Is that actual cash? A.—That 
is actual cash. 

Q.—Then we will come back to that 
when the book comes. You arrived in 
that way-at a final balance of $22,- 
411 which you distributed among the 
various branches, but this time you 
gave some to shareholders, $7,000 odd, 
how was that, how did you come to 
do that, because that is the thing you 
firmly resolved you would never do 
any more? Can you tell me about 
that? A.—I am getting the voucher 
for that. 

Q.—Had you discovered some new 
unfairness to the poor shareholders? 
A.—This is the first of these two items 
which we discussed yesterday of the 
five per cent. upon the profit made 
upon investment. The amount is 
made up as follows. Five per cent. 
upon the amount for four years— 
here are the items. It is the first of 
those items where we have the share- 
holders’ credit for five per cent. of the 
profits earned by the company on its 
investment. There were two items 
you remember. 


Q.—This is the first? A.—This is 
the first. 


Q.—You went over the account from 
1901 down? That account you have 
before you. What was the balance 
carried over from 1901? A.—$41,049. 

Q.—And for 1902? A.—$42,675. 

Q.—1903? A.—$41,223.06. 

Q.—And for 1904? A.—$22,411.90. 
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Q.—And you calculated five per 
cent. upon each of these balances. Why 
did you stop at 1901, why did you not 
go further back? A.—In: the first 
place there was very few profits before 
that, and I rather think the share- 
holders got profits on investments di- 
rect before, but the amounts were 
trifling before that, not worth bother- 
ing about. 

Q.—You went back to 1901, and cal- 
culated this, and that constitutes this 
item here. What is the rest of this 
computation P A.—That is the ac- 
crued interest. 

~Q.—Where does the rest goP A.— 
Interest. account. 

Q.—That appears in the sharehold- 
ers account? A.—Yes. 

Q.—Let me just state what this 
shows and I will put it in as an ex- 
hibit: This shows that five per cent. 
was calculated upon the yearly bal- 
ances on the accounts receiving the 
profit and loss on the sale of invest- 
ments, that the principal of that was 
capitalized—when I say it was capi- 
talized, that was turned into principal 
—it was then added to give five per 
cent. That made $7,367.46, and that 
was carried to the shareholders’ ac- 
count. Then that was compounded at 
six per cent. to the 3lst December, 
1904, the compound interest amount- 
ing to $779.42, and that was included 
in the amount for interest carried to 
the credit for the shareholders’ ac- 
counts of that year? A.—Yes.., 

Q.—That is the way it is? 

MR. SHEPLEY: I put that in as 
an explanation of that (exhibit 594). 

Q.—Now your securities moved with 
considerable liveliness during 194? 
A.—Yes. 

Q.—You were buying and selling 
constantly? A.—Yes. 

Q.—And you were selling and buy- 
ing the same stock from—I was going 
to say from week to week? A.—No 
sir, I do not think that is quite cor- 
reat. 

Q.—How long would you hold the 
stock? A.—As a rule we would hold 
the security a year or two before we 
would turn it over. : 

Q.—And at this particular year 
1905, when the securities were moving 
constantly were you not buying and 
selling the same securities? A.—To 
a certain extent. 

Q.—According to the fluctuations in 
the market? A.—No, we have strictly 
avoided market stocks. We have done 
hardly anything in the way of buying 
securities that fluctuate. 

Q.—I think you will find a good deal 
of movement, but we won’t trouble 
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with that just now. That is part of a 
larger subject. Perhaps you will be 
good enough to say how many items 
other than cash, losses or gains, on 
the sale of investments, you find in 
the account for that year? (Witness 
examines statement). 

Q.—What do you find? A.—I have 
not the information about this. 

Q.—For the present we exclude an 
item of June 15th, 1905, $1,398, as to 
which you have not the information ? 
A.—Yes. With that possible excep- 
tion of being a reverse entry, which I 
do not for the moment understand. 
I see nothing whatever in all the pro- 
fits entered in that account for that 
entire year, that is not strictly cash. 

Q.—Representing money actually 
made? A.—Money actually made by 
realization of securities. 

Q.—That is on the credit side? A. 
—Yes. 

Q.—What about the other side? 
A.—On the other side I find that 
there are several amounts which we 
have written off as losses on other 
securities. For example we wrote oiff 
$27,305.20 off the bonds of the New 
Hampshire Traction Company. lt 
find one item of one thousand dollars 
charged in exactly the same way as 
previously for travelling expenses, 
postage, and other special expenses, 
connected with the realization of these 
particular securities. A second item 
of $50,000 written off the New Hamp- 
shire Traction Company securities, 
fifteen thousand written off the Day- 
ton, Lebanon and Cincinnatti, $30,- 
000 written off the West Chicago 
guaranteed stock, and two items to- 
talling $42,500 of interest, upon the 
old Cornwall street railway invest- 
ment, $3,952 of interest lost upon the 
Denver and South Western invest- 
ment, and other sundry items of in- 
terest totalling $21,357.39, all of these 
amounts being deducted. In this con- 
nection I would like to state that 
these facts are fully set forth in the 
blue book. That is not true of the 
previous year, but it is absolutely 
true of this year, that they are fully 
set forth in the blue book. 

Q.—Fully set forth as a result of 
Mr. Blackadar’s examination after 
you made your return? Asin. 
Blackadar thought we ought to put 
them in and we put them in. 

Q.—Mr. Blackadar made a special 
examination into the subject and 
communicated with you upon the point 
after you had made your return? A. 
—He came down and talked it over 


2842 ROYAL COMMISSION ON 


87th day, Oct. 16, 1906. 


and we agreed that that should be 
done. 

Q.—Then you say the first item 
written off is the New Hampshire 
Traction bond. There is $27,305 on 
the first batch in those securities, and 
petal on the second batch? A.— 
es, 

Q.—You did not part with the 
ownership of these bonds? A.—wNo. 
Q.—You wrote those two sums off 
A.—Yes. 

Q.—How was that? A.—The com- 
pany went through a reorganization 


and we got fresh securities. We con- — 


sidered we had really made a loss 
there. 

Q.—When you say fresh securities, 
you mean additional securities? A.— 
We got securities of a new company. 
_  Q.—How about the old securities? 

A.—They became void. 

Q.—You gave them up? A.—Yes. 

Q.—And it was an exchange of se- 
curities in the course of which you 
dropped $87,000? A.—Yes, we took 
the conservative course of writing 
down and providing for that loss. 

Q.—Dayton, Lebanon and Cincin- 
a were written down $15,000? A. 
—Yes. 

Q.—What is that? Ac<=That tis 
bonds of one of the Appleyard com- 
panies. 

Q.—Did you return those, or was 
there a reorganization going on? A. 
—There was a reorganization going 
on, but we retained the bonds and 
wrote this off. 

Q.—West Chicago Street Railway 
—did that come back? A.—Thig is 
guaranteed stock of the West Chicago 
Street Railway, and they are having 
a fight about their franchise, and in 
the meantime its value has deteriorat- 
ed, owing to the dispute. 

Q.—And $30,000 written off that? 
A=Yes. 

Q.—Then the Cornwall concern, 
$42,500; what about that? A.— 
That is an old investment. We con- 


sidered that lost money and we wrote 
it off. 


Q.—Was that interest? A.—Yes. 


Q.—It says stock and bonds? A. 
—Interest on the stock and bonds. 


Q. What about the stock and 
bonds themselves? A.—We held them 
in our contingent account. 

Q.—You wrote off nothing but in- 
terest, then. Was there more than 
interest written off these bonds? A. 
—We wrote off in this year, or the 
previous year—I have not the figure 
before me—the whole of both princi- 
pal and interest of the Cornwall Street 
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Railway investinent into our contin- 
gent account. 
Q.—That would not appear here at 
all?- -A.— Well, I— 

Q.—We did not find it,--at all 
events? A.—I thought it was there, 
but it does not appear there. 


Q.—You had as a matter of fact 
carried your principal and interest 
the year before into contingent ac- 
count? A.—We had carried our 
securities. 

Q.—Principal and interest? A.— 
Well, we did not transfer the interest ;_ 
we transferred them as one dollar. 
The Cornwall Street Railway as a 
total investment stands in our books 
as one dollar for the sake of keeping 
track of it. 

Q.—You did not deal with the ac- 
crued interest on the Cornwall in- 
vestment either through this account 
or that account, and this year you’ 
dealt with it in this account? A.— 
Yes. I would like to say it does not 
mean that the Cornwall investment 
is bad, because the Cornwall Street 
Railway is doing very nicely now. Its 
revenue last year, including the Elec- 
tric Light, which is now amalgamated 
with it, was $43,615 gross: After pay- 
ing operating expenses, a net profit 
of $10,048, and after deducting in- 
terest charges there remained a bal- 
ance of net profits of $8,447, and de- 
ducting the five per cent. interest on 
the Stormont Electric Light Company 
stock, there still remained a surplus 
of $6,892, on the investment on the 
year’s earnings, so that that does not 
mean it is a bad investment. There 
was $6,892 earned last year. 

Q.—How much of that did you get? 
A.—AIl of it. We own the company. 
We have put none of it there as pro- 
fit because we hold the stock and we 
are building up the company. 

Q.—You are in control of the com- 
pany? A.—We foreclosed the com- 
pany and got control of it and own it 
all except the qualification shares of 
the directors. The company has a 
deposit in the bank of seven thousand 
dollars odd, so that it does not mean 
when we write off these things, that 
they are altogether bad. 


Q.—You will not get the whole of 
your money back, unless you are 
thinking of the dollar you have in 
the contingent account. Let me ask 
you whether the principal has always 
been treated as you had treated the 
principal of this investment the year 
before, whether you look upon it as 
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sound, to make it appear you have 
been receiving interest by taking it 
out of profits on other investment? 
A.—We had dropped that much out 
of our account in the previous year. 
Our interest account had been de- 
pleted to that extent, and we were 
placing it in this amount to take the 
place of what has been dropped out. 

Q.—You were repaying yourself, so 
to speak, out of the profits you had 
made on other investments? A.—I 


should like to emphasize that the 


policy-holders and public have full 
knowledge of this thing from the 
blue book. It is stated there in full 
detail. 


Q.—How much of this Cornwall in- 
vestment was bonus to you originally? 
A.—Do you mean in the way of bonus 
stock ? 


Q.—Yes. A.—Not one cent. 

Q.—None of it? A.—None of it 
whatever. Our losses have come al- 
most exclusively upon security we did 
not get a cent of bonus stock on. 

Q.—Of course you would not lose 
the bonus stock if you did not get 
anything? A.—Well, but we had 
bonds only. 

Q.—No stock? A.—No, I do not 
think so. 

Q.—Are you sure of that? A.—We 
got stock afterwards. When the com- 
pany was reorganized and we sur- 
rendered our original bonds we got 
preferred stock for our interest in it. 
But in the original purchase we got 
our bonds and not one solitary cent 
of anything extra. 

Q.—Then the interest was not paid 
upon your bond? A.—We foreclosed 
the company and reorganized it. 

Q.—And carried it into the contin- 
gent account at a dollar? A.—Yes. 

Q.—And when it was reorganized, 
you got all the stock? A.—Except 
the qualification shares. 

Q.—Including some- common stock? 
A.—Yes. 

Q.—Mr. Edwards pe me this 
statement. On September 23rd, 1902, 
you got Cornwall Electric Street 
Railway bonds in exchange for pre- 
ferred and common stock apparently, 
or rather you gave Cornwall Electric 
Street Railway bonds for preferred 
and common stock? A.—Yes. 

Q.—And then you gave Cornwall 
Street Railway Light and Power 
Company preferred and common— 
A.—This is purchased and this is 
sold; so that in the sold company we 
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surrendered one hundred thousand 
dollars of bonds and took in $100,000 
preferred stock, and $100,000 of com- 
mon. That was the exchange. 

Q.—So that you did get bonus stock 
on the reorganization? A.—You can 
call it bonus stock. wie got that for 
our investment. 

Q.—You got security representing 
the face value of $200,000 for an in- 
vestment which was originally $100,- 
000? <A.—Yes. 

Q.—No interest had, of course, ever 
been paid you at the time you wrote 
off this interest in 1905? A.—Some 
had been paid us, but not for several 
years. 

Q.—Let us go on to the sundries, 
sundries interest. Where can you get 
me an account of that? A.—We will 
get that later. 

Q.—Then you can get me a state- 
ment also of these expenses and see 
how that thousand dollars is made 
up? A.—It is an arbitrary sum. 

Q.—How did you approximate it? 
A.—Just slumped it at one thousand 
dollars as an allowance for expenses. 

Q.—Whose expenses were they? A. 
—Our expenses in connection with 
investment. While we made large 
profits, we have gone out of our way 
to make them. Our directors have 
taken a trip to the Western States 
and going around perhaps twics a 
year, and we have made a great many 
expenses that we would not have had 
but for all this. 

Q.—Did you expend one thousand 
dollars? A.—We expended a very 
great deal more than a thousand dol- 
lars in connection with these invest- 
ments. 


Q.—What investments are you 
speaking of? A.—The [Illinois Trac- 
tion more than anything else, but 
many of them. 


Q.—That was that $2,500? A.— 
That was a commission on the sale of 
this stock, 


Q.—You were selling out your IIli- 
nois Traction and paid commission to a 


broker? A.—Yes. 


Q.—Montreal broker? A.—Yes. 

Q.—Is that in Montreal. A.—Yes, 
this was on the Montreal stock ex- 
change. 

Q.—Does a broker usually intervene 
in your relations? It is the only in- 
stance I have seen? A.—Almost in- 
variably. The company cannot sell ex- 
cept through a broker. 
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Q.—I do not see it in any of these 
items? A.—It is always deducted from 
the items. 

Q.—What had you been doing in 
1906 with respect to matters of the 
class we have been discussing today, 
writing down, writing off, paying in- 
terest out of profits made on the sale 
of other securities? A-—We have made 
no profits since the first of January 
over and above interest to the end of 
September $422,000, more. 

Q.—What have you done with it? 
A.—Cash on actual sales, and then 
owing to the conservative course we 
have taken in years gone by in writing 
down doubtful securities, we do not 
think we will need to use any of that 
for these things, but it is net. 

Q.—Your shareholders must be look- 
ing forward with delight to your next 
statement? A.—95 per cent goes to our 
policy holders and I think they have 
reason to feel delighted at the pros- 
pect. 

MR. LANGMUIR:—Q.—What was 
the condition in 1905? $A.—In 
1905 the gross was $669,000, but 
after writing off certain things it was 
written off to $437,922, and since the 
first of January we have received 
$422,000, more in actual hard cash 
in the way of profit. We do not feel a 
bit blue about the matter. 

Q.—Now to refer you to the report 
of Mr. Blackader in respect to your 
company on the 3lst December 1904 
—and from that I should infer that 
the account that we have been exam- 
ining does not by any means exhaust 
the writing down and the writing up 
that you did during that year That 
is, it has not all gone to that account- 
A.—Apparently not. 

Q.—Probably that will beeso with 
regard to the other years as well, so 
that we have not by analysing that 
account, we have not got exhaustive- 
ly your appreciation or depreciation? 
A.—I think you have pretty well I 
was under the impression you had got 
about everything. 


Q.—I will refer you to what Mr. 
Blackader reported,-A.—I remember 
that one particular bunch that Mr. 
Blackader spoke about, I know there 
was a bunch we wrote down. 

Q.—First he spoke of bonds; this 
is exhibit 18, filed before the commis- 


sion on the 20th of March last, under. 


the head ‘‘Bonds’’: Denver and South 
Western Railway $35,627; Dayton and 
Springfield Electric Railway $5,000; 
Columbus, London and _ Springfield 
Railway $80,000.’? Under the head of 
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‘Stocks,’ ‘Central Railway Company 
$60.000, odd, Columbus, London and 
Springfield Railway preferred $145,- 
881; Cornwall Street Railway $100,- 
000; Dayton, Springfield and Urbana 
Railway Company preferred $125,000. . 
or a total of $558,000, odd. No such 
sum as that is shown in the account 
of 1904? A.—No. 

Q.—Is that accurate? Was that 
written off? A.—I think so. But I 
would like to emphasize as I have al- 
ready done, that these do not mean 
losses, just as I have told you about 
the Cornwall Railway. 

Q.—You mean they do not necessari- 
ly means losses? A.—No. 


Q.—They mean you were apprehen- 
sive? A.—They mean we were doubt- 
ful and we were in such a strong 
position that it was a_ conser- 
vative course for us to use these 
strong profits we were making, 
not to put them in over and above 
and extra, but to write off certain 
things we had any doubt about at 
all, to strengthen the company in that 
way, and about the Ohio properties 
you spoke of, we have already had an 
agreement closed, it is completed and 
shortly to be delivered. We are to 
get the securities,$675,000, for those 
Ohio properties in guaranteed A-1 five 
per cent stock; so that on those which 
constitute the great bulk of all that we 
wrote off, we cannot lose more than ua 
little trifle of interest in any case, so 
that our fears are groundless, and our 
investments are turning out good af- 
ter all. : 

Q.—I do not think they were 
groundless at the time? A.—Turned 
out to be groundless: 

Q —They were not groundless when 
you had them? A.—They have not 
materialized. 


Q.—You suggested an idea I may 
want to ask you about later, but we 
may as well have it here, so that we 
may be considering it. Your idea of 
strengthening the company by writ- 
ing off everything you think is doubt- 
ful and carying it either in contingent 
account or otherwise, is. what, with re- 
spect to your policy holders? A —We 
consider that if we can strengthen the 
company by making use of any unusual 
profits in the way I have spoken of by 
writing down other securities that 
may be at all doubtful, and making 
the company’s position in that way 
remarkably strong, that we are acting 
in the best interests of the policy hold- 
ers in several ways: In the first place 
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it is to the interest of the policy hold- 
ers that the company should be power- 
ful beyond all question, and in the 
next place as long as we are able to 
get handsome profits for our ‘policy 
tholders, which we are certainly doing, 
the policy holders have no ground for 
complaint. As a matter of fact I 
think we have the best satisfied body 
of policy holders of any company in 
the country. The policy holders cer- 
tainly do not feel that we— 

Q.—Perhaps the policy holders would 
be better judges of that than you or 
I? A—We hear continually through 
our agents and directly how our policy 
holders feel, and their continued ex- 
pressions of satisfaction at the returns 
_ they are getting are unmistakable. 

Q.—Very gratifying to the director- 
ate I am sure. A.—Yes. As long as 
we do not trench upon their profits 
to the extent of giving them less than 
they would naturally and properly 
expect—— 

Q.—Less than they have been taught 
to expect? A.—Yes. We are strength- 
ening the company and laying up a 
foundation by which in the future we 
will get more profit. 

Q.—You will always be pursuing the 
policy of strengthening and you may 
accumulate an enormous sum of money 
which you will never divide, because 
you want to make your company 
stronger? A.—Concurrently with this 
policy of strengthening the company 
has proceeded the policy of adding to 
the profit. We have been giving larger 
distributions to our policy holders year 
after year on a higher basis. We have 
not merely got this great contingent 
fund—and I would say right here that 
the contingent account when it was 
spoken of at Ottawa as $1,800,000, it 
is now, with these further stocks we 
have obtained, and the increased value 
of those stocks we have, it is now in 
excess of three million dollars. Not 
only have we this contingent fund, 
but concurrently with that, the things 
we had claimed in our assets, have 
been largely increased. 

Q.—You are piling up a constantly 
growing fund which you are not di- 
viding among your policyholders? A. 
—We are dividing it little by little 
every year. 

Q.—But never overtaking the ac- 
cumulation in the rest? It is always 
running further ahead? A.—I hope 
it will always. 

Q.—Your policy is to keep piling 
up a surplus away in advance of what 
you divide? A.—Our policy is to in- 
crease our divisible surplus, and in- 
crease the profits we pay to our policy 
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holders, but at the same time to always 
keep our contingent fund away ahead, 
so that it will be always a little 
stronger than it igs claimed to be. 

Q.—And have a great deal more 
money on hand to invest than it is 
prepared to divide? A.—Exactly. 

MR. KENT: Would you be in favor 
of giving your policy holders a vote? 
A.—That opens up a very big ques- 
tion. Theoretically policy holders 
might be entitled to a vote because of 
their interest in the company, but in 
practice is is found that policy holders 
do not take any great interest as a 
rule in the company, and as a rule 
they are swayed by the agents, be- 
cause an agent in any district can get 
the votes or the proxies of all the pol- 
icy holders, or the great bulk of them 
in his district and control by policy 
holders therefore as a rule means con- 
trol by agents, and not really by the 
Porley holders, and that is not desir- 
able. 

Q.—You are afraid that some fine 
day an agent might aspire to the 
position of manager or secretary of 
the company, is that it? A.—There 
are two ways in which policy holders 
can vote, either with the proxy sys- 
tem or without it—— 


Q.—Are you in favor of a policy 
holder appearing at your annual meet- 
ing and voting to the same extent as 
a shareholder? Would you be in favor 
of that? Do you consider he should 
have the right to vote just the same 
as if he was a shareholder? A.—No, 
the shareholders’ money is staked be- 
hind his, to guarantee his money, and 
the shareholder is liable for the extra 
amount over and above what he is 
paid in, and the other is not. If you 
let me finish I will point out some of 
the dangers in conection with policy 
holders voting. If they vote by 
proxy 

Q.—I am not speaking of voting by 
proxy in any event? I am speaking 
of appearing in person? A.—I will 
take that up in a minute. In voting 
by proxy it means the agents control 
the votes in the district, and the man- 
agement that controls the agents, con- 
trols. the votes of the whole company, 
and if you want to get a pocket-bor- 
ough that is the easiest way to do it. 
About allowing him to vote in person, 
that system has the objection of dis- 
franchising those that are not close 
at hand. Here is an illustration of 
what happened in a highly respectable 
old company in the United States. It 
had this system without proxies, and 
one agent near Philadelphia—whose 
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headquarters were in Philadelphia, 
some years ago quietly organized—he 
saw the management was honest but 


sleeping, and he quietly organized a> 


whole lot of his friends, policy holders 
in the town where he was not far off, 
and he hired a train, and when the 
annual meeting came along he got all 
his friends to go on the train, and they 
got right into the city and _ they 
turned the whole management out and 
put a new one in control. That is an 
iUlustration of the danger of letting 
policyholders vote in person. 

Q.—But these policy holders might 
have a perfect and justifiable right to 
do just what they did. Where your 
policy holders contribute three or four 
millions a year in the shape of prem- 
iums, they may reasonably hold the 
opinion that they are the company and 
the company belongs to them, and 
they should have a voice in its direc- 
tion. One of the very best companies 
that we have examined, the Mutual 
company, and the one that showed 
fewer shortcomings than any of the 
others—the fact that a company is a 
mutual company does not mean that 
it is dangerous, or that there is any- 
thing wrong in its management. A.— 
Oh not at all, I am certainly not pre- 
tending for a minute 

Q.—The manager of a company gen- 
erally keeps on top, whether it is a 
stock company or an assessment com- 
pany. He is practically there for 
life if he does his duty. A great 
many managers we have examined 
have stated that the policyholders in 
their opinion should vote, and they 
would not like to see them deprived. 
The object of my question is to see 
in which position you would place 
yourself? A.—I consider policyhold- 
ers as a Class do not want this privi- 
lege. I do not know any of our pol- 
icyholders who have asked for it. 
They seem to be entirely satisfied. I 
know of no demand for it at all, and I 
know from positive experience of other 
companies that when the privilege is 
given them they do not avail them- 
selves of it unless some agent gets 
them and brings them in, and they 
are simply there at the request of 
the agent. 

Q.—When a man is deprived of 
something, he wants it, and when he 
can get it for the asking and taking, 
he does not take it? A.—Our policy- 
holders have made no demand for it. 

Q.—If there was a_ considerable 
body of your policyholders. who want- 
ed to vote, you might change your 
opinion ? A.—If we thought they 
really wanted it, but it would require 
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a lot of convincing to convince me 
that there was not an agent behind it. 

Q.—You would not believe a man 
if he wanted to vote unless he brought 
some proof of his bona fides? A.—I 
would think he was not representi- 
tive of the class. I myself consider 
the ideal form of life insurance con- 
trol is one of a stock company where 
the management have enough stock 
that they cannot be turned out easily, 
that they are not just open to be 
dogged by any speculator or any agent 
that comes along, a management that 
is too weak and has only one or two, 
or three, or four per cent. of the 
stock to control that company with, 
is open—there is a temptation to any 
speculative man with some little money 
to go in and try and buy that stock 
and try to get control. I look upon 
that as objectionable. On the other 
hand, personally I do not like the 
idea of a company as the Equitable 
used to be, where one man controls 
the whole thing and cannot be turned 
out if he does wrong. I think the 
ideal management is one where the 
management control enough stock that 
they cannot be easily turned out, and 
yet do not control enough stock to 
prevent them being turned out if they 
do wrong. I do not like to crack up 
our own company, but I think it is 
just about the ideal thing; that is 
the management with us control about 
25 per cent. of the stock; that means 
that if any person started in to get 
control of the Sun Life he would find 
he had his work cut out. On the 
other hand if the management of the 
Sun Life do not do right, the direct- 
ors, there is enough of other votes to 
turn them out. quickly, unless they 
are able to at least command the con- 
fidence of a good share of the share- 
holders. So that we think we have 
got the ideal management. 

Q.—Then you do not think your 
shareholders are getting any undue 
share of the profits of the company? 
A.—I do not. Perhaps before we 
drop this subject, the President has 
just whispered to me that perhaps I 
might mention that about two or 
three years ago three American 
gentlemen came to the Sun Life Com- 
pany and were introduced by our 
Vice President. Perhaps I  won’t 
mention the names. He did not know 
what their object was at all, but: 
they had come with letters of intro 
duction and they wished to know 
whether it was possible to buy the 
control of the stock of the Sun Life 
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Insurance Company? Of course we 
were very much astonished and said 
the stock was not for sale. I men- 
tion that as an illustration of how a 
company that has a weak manage- 
ment is open to attack on all hands 
and I repeat that I think the ideal 
arrangement is like what the Sun 
Life has got. 

MR. SHEPLEY: I suppose you 
are open to buy stock whenever it is 
on the market? A.—Within moder- 
ate limits. My purse is not deep 
enough, I am sorry to say. The 
President draws my attention to the 
fact that the Macaulay clan used to 
hold q larger proportion than it does 
to-day so that we have not shown any 
undue aggressiveness in that respect. 

MR. KENT: Have you an idea 
how many policy-holders you hava 
altogether, roughly within a _ few 
thousands will doP A.—About 70,000 
I am informed. 


Q.—Then it would be perfectly im- 
possible for any but a small propor- 
tion to vote in any other way than 
by proxy. Your investments bring 
you in, on an average, what percent- 
age? A.—We have no difficulty what- 
ever at the present time in getting 
all the investments, and more than 
we can handle, of the highest char- 
acter, of the kind that you can ad- 
vise a widow to put her last dollar 
into and then go and sleep soundly, 
to yield us over 6 per cent. and get 
some bonus stock in, too. 

Q.—Then the dividend paid the 
shareholders so far as it is in excess 
of that rate may be thought by the 
policyholder who cannot express his 
opinion, to take a portion of what 
belongs to him; if your stock is say 
$100,000 and your surplus a million 
and a half, out of the million and a 
half you could pay off all your share- 
holders just by drawing a cheque for 
it?) A.—Hasily: 

Q.—Therefore, taking the view of 
the policyholder, he is paying «a 
premium to share, as he thinks, not 
only in profits but in all the profits 
that the company makes, with the 
exception of such expenses and other 
payments as are justifiable from his 
point of view. He says the company 
is paying 15 per cent. to its share- 
holders; the investment of those 
shareholders is earning 5 or 6 per 
cent.; therefore the shareholders are 
getting 10 per cent. of my money, 
or of the profits that should come to 
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me. I was wondering whether you 
could so far divest yourself of your 
character as a shareholder to look at 
it exclusively from the point of view 
of a policyholder. I do not want 
your answer at present, but I shall 
come back before your examination is 
concluded, with that question, be- 
cause the Sun Life is one of the most 
important companies in this country 
and the opinion of its manager ought 
to, and does, bear considerably more 
weight than that of lots of witnesses 
that we have examined in our investi- 
gation. I asked the question of one 
important person in insurance mat- 
ters and I got a satisfactory reply; 
it was not the reply I expected to 
get. Now, I may not get the reply 
from you that I expect to get, but 
any way I shall ask you one or two 
questions from the point of view, ex- 
clusively, of a policyholder, leaving 
out all the questions of shareholders 
as if there were none. I am sorry, 
Mr. Shepley, to have kept you go 
long. 

MR. SHEPLEY: Not at all, Mr. 
Kent. What I was developing, just 
in outline for the moment, was this 
idea that you are increasing—I will 
call it your contingent fund for want 
of g better name. A.—That is what 
we call it. 

Q.—You are developing that at as 
great speed as you can make with it, 
making it as large and as important 
a factor as you can make of it? A. 
—In other words, we are just making 
the very best out of our funds in 
every way and a large part of it 
goes to it. 

Q.—You are making that fund 
grow as rapidly as you know how? 
A.—Yes, but not at the expense of 
other funds. 


Q.—Wait a moment. It is growing 
more rapidly in proportion than the 
profits that you pay are growing, is 
it not? That, of course, is a matter 
that is demonstrable mathematically, 
and there can be no doubt about it 
and it is your policy and intention 
that it shall grow so. A.—We want 
always to have a very substantial 
fund there. 


Q.—That is hardly meeting the 
question as I put it. A.—The fund 
is exclusively the growth of recent 
years. 

Q.—Neither does that answer it 
quite. A.—And it is natural that it 
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should grow more rapidly, therefore, 
than the profits on policyholders’ 
money. 

Q.—Is it your policy to make it 
grow more rapidly than the accretions 
to the profits paid to policyholders 
can overtake? A.—The question of 
the amount of the contingent fund 
will depend to a very large extent 
upon the nature of the securities in 
that fund. Our idea is that just as 
soon as one or other of these securi- 
ties become interest bearing and get 
to have a market value, we propose 
to take them out of that and put 
them into our regular published fund, 
and the policyholders will get the full 
benefit from it then at once. 

Q.—The full benefit of what? A.— 
Of every dollar we transfer in that 
way from the contingent to the gen- 
eral fund. 

Q.—That does not yet deal with what 
I am asking you? A.—And the funds 
that we leave in the contingent fund 
are chiefly those that have a more or 
less unsettled value yet. They have 
a good value in its total but they have 
not got a market value yet or are of 
such a kind that we would like to 
see them put into our regular assets. 
For example the most valuable single 
item in that contingent fund is a 
large block of the common stock of 
the Illinois Traction Company. That 
is a company that is doing marvel- 
lously well. It has big earnings, ex- 
pected to earn about nine per cent. 
on its common stock this year, but it 
will not pay any dividends. We do 
not think that we should put that 
into. our regular published list of as- 
sets until it is a dividend paying 
stock with an_ established value. 
Meantime it is kept’in the contingent 
fund. We can hardly, as the Presi- 
dent tells me, divide the profits to 
policyholders until those profits are 
well ascertained by market value. But 
there is one thing that your Honors 
can rest perfectly certain about, and 
that is that it is our ambition not 
only to be a strong company but to 
be an exceedingly profitable company. 
We realize fully that if we are to be 
a big company and a strong company 
and do big business, and to be a 
popular company, we must give large 
profits to our policyholders, and there 
iis no danger in the world that we 
will not give as large profits to our 
policyholders as wil] make them thor- 
oughly satisfied and give them absol- 
ute justice. There is no danger ‘n 
the world of that. 
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Q.—Now, if you are not tired by 
that little journey—you are like the 
man who was going to jum” over a 
fence and he ran so far to take off 
that when he got to the fence his 
strength was all gone. If you will 
pay attention to me for a moment, is 
it your policy to have the growth of 
your contingent fund exceed in pro- 
portion the growth of your profits 
divisible and divided among _ policy- 
holders? That is the question I have 
asked you and you have answered 
several other things but you have 
not answered that? A.—We have 
never really had any policy. I have 
never had that question come before 
me or before the management in that 
identical form. We have always con- 
sidered that we wanted to have a big, 
substantial contingent fund, and we 
wanted to see it growing as fast as it 
can reasonably be done, and we have 
always realized that whether it would 
grow fast or not depended not upon 
any policy of ours, but rather upon 
the kind of securities and how soon 
they would be ripe to transfer from 
the contingent account to the actual 
account. It depends more upon the 
nature of the securities than upon 
any policy that we could have. 


_Q.—That perhaps answers the ques- 
tion in a sort of way, but it suggests 
two other questions. If you have not 
a definite policy as a company. do 
you mean to say that you have never 
thought of that as a general manager 
or secretary in charge of the execu- 
tive policy? Has that never occurred 
ito you to reflect upon or have you 
thought about that in your odd 
moments? A.—I have always thought 
that the two things ought to march 
step by step. That we ought to be 
able to add a large amount to our 
contingent fund and at the same time 
to add a large amount to our declar- 
ed and divisible surplus. The two 
things going step by step just exactly 
as they are doing this very year. 

_Q.—But you have told me that 
hitherto, since you adopted the con- 
tingent fund, its rate of growth has 
been greater than the rate of growth 
of your divided profits? A.—Yes. 

Q.—Then they are not step by step, 
one is taking a little longer step than 
the other? A.—Well, with that quali- 
fication, yes. 

Q.—That is what I want to get 
from you, whether either as a matter 
of policy or foresight looking for- 
ward on your own part, you have a 
view about that as to whether you 
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think it is desirable that that condi- 
tion of things should continue, or will 
there come a time when you will say, 
We have got enough contingent fund, 
let us divide everything else? A.— 
The time will certainly come when 
the contingent fund will be so much 
that we will say we will put every- 
thing we can into the other account. 

Q.—That is too indefinite for any 
practical purpose? A.—I am afraid 
we cannot get down to anything more 
definite than that, because as I have 
said what we are going to do in con- 
nection with these things is a thing 
beyond our control and foresight. 

Q.—It would not be if you have 
three million dollars of property up- 
on which you can now realize three 
million? . A.—That is an approximate 
valuation. ; 

Q.—An approximate valuation, up- 
on which you can realize that amount. 
It is not a vague thing to ask whether 
you have any intention of putting that 
upon the market and dividing it? 
A.—Not at present, it would not be 
wise. 

Q.—I am not saying whether ‘t 
would or not. You have said you 
gave us as definite an answer as you 
could, and I am trying to put it in 
a little more definite shape? A.— 
These securities will be worth a great 
deal more in the next few years. 

Q.—And the policyholders whose 
money has bought them will some of 
them be in their graves and they 
won’t get itP A.—Meantime they 
are getting— 

Q.—As much as you choose to give 
them? A.—Yes, and getting magni- 
ficent profits and the man who is not 
satisfied with the profits we are pro- 
ducing is hard to please. 


Q.—I do not know. If you and I 
were in partnership and I was man- 
aging the concern and you lived away, 
and taking the accounts from me, I 
said ‘“We have made $100,000 of pro- 
fits and you can have $5,000 and I 
am going to keep the rest,’’ you per- 
haps would not be so unreasonable if 
you said you were not satisfied with 
that. I would not satisfy you if I 
said that any man who is not satis- 
fied with $5,000 on this business is 
an unreasonable man, that would not 
please or satisfy you. Don’t you see 
what that all comes to? Your power 
as an executive—I don’t mean you 
individually, but the shareholders’ 
power through their  directors—is 
practically absolute under your con- 
stitution? A.—It is absolute under 
our charter. 
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Q.—Within the limits of what pub- 
lic opinion can compel? A.—Yes. 

Q.—Public opinion, meaning the 
opinion of your policyholders as the 
result of what they see other com- 
panies doing. A.—Yes, and our de- 
sire to stand well with the policy- 
holders and make the company 
profitable. 


Q.—But within those limits you are 
absoluteP A.—Yes. 


Q.—Then don’t you see that in an 
investigation of this sort it is of the 
essence of the thing that we should 
find out whether you have a policy 
in respect of that? A.—The time has 
not come for us to form a policy, 
because we have not yet got to the 
point where we have securities that 
we think are ready to put in. 


Q.—You are moving in a certain 
trend? A.—Yes. 


Q.—With ag certain fixed idea as to 
your policy up to the present time, 
at all events? A.—Yes. 

Q.—Now, cannot you look forward 
as a skilled insurance man, with a 
policy which as led him up to a cer- 
tain point, and say what you contem- 
plate in the future? A.—We contem- 
plate being able to divert from the 
contingent fund into our regular fund 
every now and again a large block 
which will enable us to increase the 
profits our policyholders will receive, 
but how fast we can do that it is im- 
possible for any human being at pre- 
sent to say. 

Q.—And how fast you will make the 
one fund increase and the divisible 
fund increase by relation to each 
other, it is impossible for you to say? 
A.—Yes, 

Q.—And you have no view with re- 
gard to that? A.—Merely that we 
ought to give larger profits to our 
policyholders almost every year than 
the previous year. 

Q.—And that you ought by gradual 
steps still to increase your contingent 
fund every year from what it was 
before? A.—If we are able to do it, 
if we are only fortunate enough to 
keep on as we have been doing. That 
is another point. It does not follow 
that because we have been so for- 
tunate in the past that we are going 
to be able to keep this up indefinitely. 
We have to look at that as a con- 
tingency. 

Q.—Certainly not. But you hope 
to, you are not relaxing your efforts? 
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A.—No, but I look forward to a con- 
siderable diminution in the openings 
for as profitable investments as we 
have been making, a few years hence. 

Q.—Do you mind telling us how 
that will alter your policy? Will you 
divide what you cannot invest? A. 
—JI mean that we may not be able 
to keep on making profits as rapidly 
in the future as we have in the past. 
There are things that make us be- 
heve that certain fields of investment 
are filling up and that the prospects 
of new openings in connection with 
them are not as likely as we have had 
in the past. 

Q.—You mean in connection with 
traction propositions and things of 
that sort? A.—Yes. 

Q.—The geography of the country 
is getting pretty well crossed hither 
and thither by that sort of thing? 
A.—Precisely. 

Q.—And you are not speaking of 
regular avenues of investment by 
trustees, but such investments as you 
have been making? A.—Yes. What 
I would like to emphasize is that the 
kind of investments we have been 
making are of the highest class, and 
while not trust funds, yet invest- 
ments that I would advise a widow 

to make, 

'  Q.—Please leave the widow out. A. 
—I cannot put that more strongly. 
They are bonds that I would, without 
any hesitation, advise a widow to put 
her last dollar into and both she and 
I could have a sound mind. 

Q.—You have told me that the very 
highest class of them are some upon 
which you have made the most loss? 
A.—Yes. 

Q.—Then let us drop the widow; 
let us not talk about the widow’s 
money in connection with schemes 
some of which of the highest class, as 
you yourself have said, turn out the 
most disastrous. A.—But the curious 
thing is that these high-class or gilt- 
edged bonds are just the ones that 
have felt most the gradual rise in in- 
terest and have deteriorated more 
than any others. 


Q.—Don’t you think that with re- 
gard to a great deal of them their 
condition depends upon the honesty 
and ability of their promoters? A.— 
British Consols have fallen 27 points 
in the last seven years, if J remember 
right, and there has been an average 
fall in these high grade bonds. 

Q.—We are not talking about Bri- 
tish Consols, we are talking about 
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promotion schemes, traction schemes, 
and things of that sort. Won’t you 
go with me to this extent, that the 
value of these securities will depend 
almost entirely upon the honesty and 
capacity of the promoters themselves ? 
A.—That is a very important feature. 

Q.—It is almost everything, is it 
not? A.—Yes. 

Q.—Capacity will put them in a 
good field with a good proposition and 
honesty will make them administer it 
honestly? A.—yYes. 

Q.—Is there anything else that you 
can suggest that is more important 
or as important? A.—A third point 
is that to make a success of these 
things there must be financial stand- 
ing, too. 

Q.—He must be able to command 
finance? A.—Yes. 

Q.—If you are banking trust funds 
upon the capacity and the honesty of 
a particular set of men, you are put- 
ting all those eggs in a precarious 
basket. A.—No, because we, accord- 
ing to my ideas, if you are going to 
have the best thing you have to take 
that basket into your own keeping. 

Q.—And be the promoter yourself? 
A.—No, but make sure that you your- 
self can contro] the policy. 

Q.—Control the policy of the pro- 
moters? A.—Yes. 

Q.—Are these schemes—not using 
the word invidiously at all—in which 
your contingent fund is invested, 
schemes which you are controlling. A. 
—Some of them. Some of them not. 
Those that turned out best are ones 
that we had considerable voice in the 
cortrol of. Not exactly control but 
had a large voice in the control of. 

Q.—You used the word control your- 
self. You said you thought it was de- 
sirable you should control. A.—By 
that I mean control, in conjunction 
with others, in whom you have entire 
confidence yourself. 


Q.—You would not go into it at all 
with people you had not confidence in? 
A.—Often people who go into things 
go into them with people they don’t 
know anything about. 

Q.—You would not go into a pro- 
motion scheme with a man you had 
not confidence in at all; you would 
stay out of that. Confidence is pre- 
supposed. I am supposing that always 
you had confidence in the men you 
were dealing with. If you had not 
you would not deal with them at all. 
A.—Yes. 

Q.—Then, of the men you deal with, 
some are more and some are less able, 
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some more and some less honest, and 
for that reason, as I understand you— 
change it, if you think proper—in that 
sort of scheme you prefer to keep con- 
trol yourself? A.—To keep control 
not ourselves necessarily, but ourselves 
and others with whom we are closely 
associated and whom we know better 
than we know these promoters. 


Q.—What class of people have you 
in mind when you say that, people 
you say you know better than you do 
the promoters, and have confidence in. 
A.—For example take some of these 
things, we have made money out of, 
like the Mexican Light and Power 
and the Rio Janiero. When people like 
the Bank of Montreal go in and put 
in the bulk of the money, we say we 
are quite willing to associate with 
people like that; we know them and 
have confidence in them, although we 
do not know the promoters very much. 

Q.—Supposing neither you nor the 
Bank of Montreal, because this is a 
purely hypothetical case, for the pur- 
pose of this evidence, because we are 
not dealing with the Bank of Mont- 
real to-day at all. In case of a scheme 
in which you and the Bank of Mont- 
real are jointly interested, supposing 
neither you nor the Bank have con- 
trol, neither combined nor separately, 
then what? A.—There may be other 
people who are associated with it. 

Q.—Then supposing they have not 
control; I want to get to the point 
where you do not have control, either 
by yourself or by someone else whose 
capacity and honesty is as undoubted 
as your own. A.—We would look 
askance at anything that was not 
controlled, from our past experience. 

Q.—Then you have got back to the 
original idea of control by those wha 
are financing as an_ essential when 
dealing with schemes that are being 
promoted. A.—It is one of the very 
. most important points. 

Q.—Essential I asked? A.—I won’t 
go so far as to say essential, but I look 
upon it as a very important point. I 
know it is considered essential by 
many of the leading bankers in the 
United States for example. 

Q.—And I understand you to say 
you would look askance at a proposi- 
tion where there was not control. A. 
Yes. I would like to explain, the 
words ‘‘promotion schemes’”’ have been 
used. 

Q.—I am using that phrase as a 
short way of expressing these traction 
schemes. A.—I would like right there 
t> put a little more clearly the nature 
of the securities we get. I am afraid 
of that expression. 
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_Q.—I do not want any false impres- 
slon to be created, and it will not last 
very long if it is, because we are go- 
ing to-morrow into most of your 
schemes. At least, I -hope so. A.—I 
would like to make clear that for in- 
stance, take the bonds of companies 
like the subordinate companies of the 
Illinois Traction Company which you 
have mentioned. Those bonds are first 
mortgage bonds upon the extension 
and while the extensions are new they 
are guaranteed by the absolute guar- 
antee, principal and interest, of the 
parent company, which has this year 
a revenue over and above all the in- 
terest of the bonds onthe system, of 
about $700,000. So that they are made 
absolute from the very start and we 
consider them amongst the finest gilt 
edged securities that can be got. 

Q.—Did you secure that rosy con- 
dition of affairs without maintaining 
the control from the beginning until 
now ? A.—Of the Illinois Traction 
Company we own 438 per cent., I think 
it is—I can tell you in a minute—so 
we do not actually control it. 

Q.—Does anybody else control it, if 
you do not? A.—No one person, but 
neither do we control it, but we and 
some others control it. 


Q.—Have you always held only that 
percentage? A.—In the start we had 
50 per cent. I can give you the full 
particulars to-morrow. 


Q.—Well, 43 per cent., if the rest of 
the stock is not held in one hand, is 
held in two or three or a dozen or 
thirty or one hurffred hands, 43 per 
cent. goes pretty near to holding the 
control. A.—Yes. 


Q.—Then I would think you might 
concede that you practically have con- 
trol of that, so that is hardly an illus- 
tration of a case where you can dis- 
pense with control. A.—We have 47 
per cent. We used to control more, 
but the preferred stock is now chiefly 
held by other people. 

Q.—The parent company, I have as 
on the 29th December, 1905, your 
holding of the capital stock in this 
proportion: $1,637,200 out of $2.,- 
490,000, and in the common $2.690.- 
000 out of a total of $4,318000. That, 
of course, is a substantial majority. 
A.—Would you mind letting me see 
that? 

Q.—By all means. The figures are 
the figures of our own accountant. 
A.—This is prior. 

Q.—The 29th December, 1905. That 
was until the whole scheme had been 
elaborated and put upon a footing. 
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A.—Yes, we have since sold a lot of 
the preferred stock. 

Q.—But you have not sold it to one 
hand? A.—Oh no, there are approx- 
imately 719 shareholders in the Illinois 
Traction Company. Believed to be. 

Q.—If there are 719 shareholders 
and you hold the proportion I speak 
of, of course you have control? A.— 
We can manage it, I have no doubt, 
we can control it with our friends. 

Q.—Then, with respect to the 
schemes which you do not control— 
you were putting the Llinois Traction 
amongst those I understood? A.— 
No, I was considering that we did 
control it practically. We don’t lit- 
erally, but we do practically. 


Q.—Then with respect to other 
things that you do not control, what 
have you in your mind as an illustra- 
tion, so that we may just see the posi- 
tion there? A.—The Shawinigan 
Water and Power Company, but we 
have not got that now, we have sold 
that. 


Q.—What was your holding there? 
A.—Very small. 

Q.—And you did not hold that long? 
A.—Yes, we held that for quite a 
while. I would not like to dogmatize 
on that, however. 

Q.—Who was in control there? = A. 
—A group of people, consisting of 
Mr. Greenshields, Mr. Aldred, the 
Quebec Bank and a few like that. 

Q:— How did: that turn out? A.— 
All right, we made a handsome profit. 


Q.—But you are not still holding? 
A.—No. 


Q.—I am more concerned with what 
you are now holding in this contin- 
gent account. I think I wil] finish 
this memorandum of Mr. Blackadar’s 
that we have strayed away from. I 
do not remember whether you led me 
away or whether I led you away. 
After pointing out that you had writ- 
ten down or taken out of the accounts 
$558,933 worth of stocks, the memor- 
andum of Mr. Blackadar goes on: 
“to cover this amount the following 
stocks were written up: Mexican 
Light and Power Company. $40.000. 
Georgian Railway and Electric Com- 
pany, $45.000; Illinois Traction Com- 
pany $473,933.57. Making a _ total 
the same as the amount written off.’’ 
(See Exhibit 18). A.—Yes, I would 
like to emphasize that of those three 
stocks that were written up very 
shortly afterwards we sold at prices 
very much larger than the figures 
there put upon them, so that the val- 
uation we put upon them was more 
than justified. 
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Q.—Were these bonus stocks that 
were written up? A.—They were all 
of them bonus stocks. 

Q.—That is stocks you had had 
thrown in upon purchase of bonds? 
A.—I may say that we sold a number 
of these bonus stocks this last year, 
1905. We had a suspicion that per- 
haps there might be a commission or 
something of the kind, and we thought 
if we talked about their value perhaps 
people would say, You think they are 
worth that, but we don’t know any- 
thing about it, and so we sold them, 
thinking we would let them taste 
the cash. As a matter of fact we 
would have made more money by 
hanging on to several of these things. 
For instance Georgian Electric we 
sold at about 93 and could have got 
about 120 for it it we had kept it 
until now. At the same time we made 
about $95,000 profit on that’ one thing. 

Q.—Did you put it into divisible 
surplus when you sold it? A.—Yes. 

Q.—I dare say your present policy- 
holders would like to see you do that 
with anything that you were carrying? 
A.—Anything we sell goes immediate- 
ly into divisible surplus. 

Q.—(Reads from Exhibit 18 from 
the words ‘‘the Company held just 
before the close of the year’’ to ‘‘stocks 
held by the company.’’) A.—That 
extra amount was received in ex- 
change for the stock which we held 
of the Decatur Railway and Light 
Company which was absorbed by the 
Illinois Traction Company. 

Q.—(Reads from Exhibit 18, from 
the words ‘‘a further amount was pur- 
chased”’ to ‘sold at par.’?) Do you 
remember that transaction? A.—yYes, 
that is the transaction where it was 
supposed that a sale had been made 
to some of the directors. Part of 
that is correct but not for the whole 
amount. That came up at Ottawa. 


Q.—I have not come to that yet. 
You purchased, near the close of the 


year, $580,000 of Illinois Preferred 
Traction Stock? Ai-—On* ‘thes 31st 
December, that is the identical 
amount. That is the entry. 


Q.—In exchange for 200 St. Louis 
and Springfield Railway Company. 
(Reads to ‘153,000 Illinois Traction 
Company bonds.’’) How sare you 
identifying that? A.—That was the 
part that was in reality being taken 
by some of the directors instead of by 
the company. That was corrected 
immediately. 

Q.—That was the matter spoken of 
at OttawaP A.—Yes. 
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Q.—Let us have it upon the notes 
now so there may be no misunder- 
standing about it. I shall have to 
ask you further about that, but your 
account of it is that at the time of 
the purchase it was intended that cer- 
tain of the directors should join in 
the purchase? A.—Yes. 

Q.—And the whole purchase was 
made in the name of the company? 
A.—Yes, and as soon as the error was 
discovered, which was in a very few 
days, immediately the directors took 
up their share and reversed it to 
that extent. Not a sale at all, but 
just a taking up of the part they 
should have taken up at the start. 

Q.—And at the original priceP A. 
—A little better. The company made 
about $700 out of them. 


Q.—Subsequently the sale price was 
considerably in excessP A.—Very 
much in excess. 

Q.—It had gone up to 724 or some- 
thing like that? A.—We valued it 
at that. What we did was, we valued 
it at 75, but we deducted the profits 
we would be supposed to make upon 
the sales that were not profitable, 
which brought it down to 723. 

Q.—Now, did you think of what I 
asked you this morning, to bring all 
the papers? A.—I brought some, but 
- I could not get all. I have some 
right here that I can give you. 

Q.—Let me have them overnight, 
and bring the rest in the morning. 


(At 4.30 p.m. on Tuesday, 16th Oc- 
tober, adjourned to 10.30 a.m. on Wed- 
nesday, 17th October.) 


KIGHTY-EIGHTH DAY. 
MORNING SESSION. 
Montreal, October 17th, 1906. 
SUN LIFE ASSURANCE ientiay: 


THOMAS B. MACAULAY, exam- 
ination continuad by MR. SHEP- 
LHY. 

MR. SHEPLEY: Mr. Macaulay 
tells me that he desires to make an 
observation upon a subject that we 
were covering yesterday, and, of 
course, I can have no possible objec- 
tion to his doing so. 

WITNESS: Your Honours, I would 
like, before we drop this question of 
the principle which should be followed 
in writing down securities, to just 
make a remark or two. We have been 
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criticized for writing down securities, 
real estate or other securities before 
losses have actually been realized, be- 
cause we anticipated that losses might 
be realized upon certain of those 
securities, and it has been held that 
we have no right—at least so I have 
understood 

Q.—Do not mistake me. I am not 
venturing to offer criticism at all; I 
am trying to find out what the facts 
are? A.—The impression has, I think, 
gone abroad from the examination 
that our course is not approved, of 
including in our profit and loss ac- 
count the writing off of any securi- 
ties, where the loss has not yet been 
absolutely realized. Now in that con- 
nection I would like to observe that 
our course has been in absolute accord 
with the course of all the banks, of 
all the loan companies and all com- 
mercial corporations of any conse- 
quence anywhere. In fact according 
to our way of looking at the matter, 
any other course would be absolutely 
wrong, and when we are criticized 
for writing down things in anticipa- 
tion of future losses, we say that, in 
our judgment at least, we are taking - 
the only proper course. For example, 
what would be thought of a bank if 
it argued that because certain ac- 
counts that it had, or certain securi- 
ties that it owned, had not yet 
actually realized the loss, and the loss 
was not yet absolutely ascertained, 
that it should not charge up against 
the profits it is making from year to 
year, the losses which it thought it 
might makeP Why, any bank man- 
ager who would claim that he was 
justified in not writing off things of 
that kind when he knew that lossep 
were likely to arise, simply on the 
ground that they had not yet arisen, 
would be considered to be issuing mis- 
leading reports, and he would be 
criticized, and rightly criticized. Or, 
on the other hand, any loan com- 
panies that had some mortgages which 
it feared were going to cause it a 
loss, or had some real estate which it 
thought might not in the end be 
actually worth the amount that it cost 
for it, and suppose the manager of 
that loan company were to say, ‘‘We 
have not yet sold these properties, we 
have not yet actually realized these 
losses, and therefore we are not justi- 
fied in making any provisions against 
that loss which we think will come, 
simply because it is not yet realized”’ 
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—the loan manager or bank manager 
who would issue statements on that 
basis would be considered to be de- 
ceiving the public, and be considered 
to be issuing false statements even. 
We have done nothing more than 
what is looked upon as the universal 
and the only correct practice by banks 
and loan companies, and commercial 
corporations everywhere. Then if the 
question comes, if it is admitted that 
securities should be written down in 
this way, how can they be written 
down? If we are going to write ten 
thousand dollars off real estate as we 
should, or if a bank wants to write 
ten thousand dollars off the cost of 
its real estate, as it might want to, 
how can it do that except by putting 
that charge to profit and loss account f 
It is not possible to do it in any other 
way, and we claim that we have done 
the only thing that was possible, and 
instead of being criticized we think 
we deserve credit for the conserva- 
tive course we have taken, and I just 
wish to be understood, that, in our 
judgment, instead of the company be- 
ing liable to be criticized, or the com- 
pany having done wrong, according 
to our judgment, the standard that 
is being set up, and by which we are 
being judged, that standard being 
that no loss should be charged up 
against the profit and loss account, 
unless a loss has been actually ascer- 
tained in cash—that that standard is 
wrong. It is not our practice, but 
that standard is wrong. I am not 
speaking about the details of our 
account or anything. I am trying to 
look at it from the general principle, 
and on the general principle I hold 
that so far as that particular thing 
is concerned, the writing down of 
such securities as real estate, and 
charging such writings against profit 
and loss account, is not only defene 
sible, but is the only correct and 
proper way, and I would be perfectly 
willing to leave that question to the 
judgment, for instance, of any man- 
ager of any chartered bank of Can- 
ada, and if he would not say that our, 
course was right, I would be aston- 
ished. Thank you very much for this 
opportunity. 


Q.—Nobody, I suppose, would 
doubt that when a security held by 
any financial institution has become 
depreciated in value, that it is proper 
to recognize that fact in the state- 
ment you are preparing, nobody 
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would doubt thatP A.—That is right, 
that is our position. 

Q.—The question is whether or not 
you should do it in such a way as in; 
the first place to disclose what you 
have made on other securities and‘ 
what you are losing on these securi- 
ties, setting one off against the other. 
That is a thing that might be criti- 
cized, though I am not criticizing it? 
A.—I would like to explain, follow-4 
ing that point out. In the first place. 
it is admitted that we should properly 
charge any actually ascertained loss’ 
against actual ascertained profits. 
That has not been criticized or de- 
nied. Then if it is proper to charge! 
actual ascertained losses, it cannot be 
denied, in my judgment, that lossex 
we see coming in like manner should 
be charged against it. I do not my- 
self see how any other course is pos- 
sible, and as to publicity I quite agree, 
with that, and I did not know myself. 
that there was such g return as the 
synopsis of ledger accounts called for 
until my attention was drawn to it 
two years ago, and in the blue book 
it is stated there in detail that full 
publicity is given. I grant that pubs 
licity is desirable, but it is given 
there. 


Q:—You look after the returns your- 
self, do you not? A—TI supervise them 
in a general way, but I leave the pre- 
paration of them to others 


Q.—You do not let a return go 
out without knowing everything that 
is in it, and being satisfied with it? 
A.—I simply do not pretend to check 
all the details. It would be simply 
impossible to certify to it, because 
others in whom it is entrusted have 
gone over documents and tell me it 
pein I check it as far as it is pos- 
sible 


Q.—You go into it minutely, do you 
not? A.—Fairly so. 

Q:—You would think it was proper 
you should? A—Yes. 


Q.—No doubt you do your duty in 
that respect and go through it so as 
to satisfy yourself you can put your 
oath to it? A.—Just the same as any 
other manager of any institution would 
trust to his subordinate. 


Q-—I do not know what he would do. 
I am trying to find out what you have 
done in respect of matters you have 
been speaking about. I suppose all 
that is not done without instructions 
from you? A——What matter? 
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Q.—The writing up and writing 
down? A.—No, that is done under in- 
structions: I assume entire responsi- 
bility for that. 


Q.—You assume responsibility for 
that? A.—dAbsolutely. 


Q.—And you would not I suppose 
disclaim responsibility as to anything 
that is done? A.—Not at all. I said 
if there was an oversuynt three years 
ago in filling that return, which was 
a new thing, that that was a matter 
which crept in without my knowledge, 
but as to the responsibility for writing 
up and writing down. I assume the 
responsibility and defend it, and 1 
claim it is the only thing possible. 

Q:—You have referred to bank man- 
agers. Do you suppose a bank mana- 
ger when he was dealing with an ac- 
count which had become bad or doubt- 
ful, would write on the face of the 
account and say ‘John Smith does 
not owe the Bank $20,000, but he only 
owes the Bank $5,006,’ because that 
is all he thought ;he could get? Would 
he write it ofl the face of the account 
or make provision for it, maintain- 
ing the account as it stood? A.—I 
cannot tell you about that, but 1 can 
point out that we have not reduced 
the amount due by any person in that 
way, but when it comes to real estate— 

Q.—You have written it off the face 
of the account in the book? A.—We 
have written it off the amount at which 
real estate for example stands us. That 
does not mean that we reduce the a- 
mount, but I would claim that any 
bank or corporation that would let a 
piece of real estate that cost it $100,- 
000 for example, stay in its books at 
$100,000, although really only worth 
$50,000, simply because it had _ not 
yet sold it, and had not yet realized 
the loss, would be acting highly im- 
properly. 


MR. LANGMUIR:—Q.—I do not 
know why you assume that there has 
been undue criticism, I have not heard 
it from the Board anyway. But there 
is one thing I would like to ask you 
whether you consider correct; that is 
taking away from the profits of the 
sale of debentures in order to pay what 
is due on interest on mortgages which 
have not been paid. Assume that a 
new directorate came into this cor- 
poration, and it is wanting to find out 
what is the best class of securities to 
invest in, they would look at mort- 
gages, and they would find in your 
books that you had lost no interest on 
mortgages, and they would say that 
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that was a splendid investment, and 
they would perhaps go no further than 
that, but they would not find out, 
unless your books revealed the fact, 
that you had taken away from the 
profit on sale of securities, and cre- 
dited it to interest, and returned it 
as if interest had been paid. Is that 
right? A.—That is a different matter 
from *what I have been discussing. 
In the first place I would point out 
that our companies reveal it in the 
most absolute manner possible; so that 
it would be impossible for any person, 
new directors or any person, or even 
the superintendent of insurance who 
comes in—it would be impossible for 
him to mistake it, and it is returned 
in the Blue Book to the world at 
large, whether that is right or wrone— 

Q.—As coming from the mortgagors 
or from the sale of debentures? A.— 
We returned that in the clearest pos- 
sible manner. 


MR. SHEPLEY :—Q.—You can take 
it from this document. That is not 
the return covering the precise thing 
you have been speaking about, A.— 
Here is how we have returned it. 
Amount of cash income as given in 
full in the regular item which includes 
the net balance of profit on sale of 
securities; ‘‘Third, extra income, a- 
mount received from profit on sale of 
securities ; applied as below.’’ And then 
amount received from profit on sale 
of securities applied as follows: In 
writing down ledger values of bonds; 
stocks $95,000.00; Transfer to interest 
account to replace amounts dropped 
from time to time from that account; 
the amounts reported as profit on se- 
curities sold being the net, after pro- 
viding for sums written off, and losses 
of interest, $67,815:72. Now I claim 
it is not possible to make our showing 
more clear than that. 

Q.—Is that taken from your return 
that you—A.—It is taken from the 
return stamped by the Insurance De- 
partment. 


Q.—You remember of course that in 
1903 when the item we were discussing 
$18,336, was taken out of the profits 
on the sale of debentures and _ stocks, 
—you remember that in that year no 
similar return was made? A.—That is 
right, That was an oversight as I 
have explained, but I would like to 
explain that my remarks that I was 
making before, were on a different 
point- I grant, Mr. Langmuir, the 
point you ,have made is debatable. 
The other point of the propriety of 
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writing down things I do not think 
is debatable at all, that any other 
course is wrong, and instead of our 
being criticised properly for putting 
in such a thing as ten thousand dol- 
lars written off the value of real estate, 
I claim the manager of any loan or 
trust company that would take any 
other course would be doing wrong, 
and I am sure no one would criticise 
it. ‘ 
MR. LANGMUIR:—Q.—It is abso- 
lutely right in principle. It is only 
the method of doing it I am not 
criticising your method at all? A.—I 
understand Mr. Langmuir, but from 
my standpoint I cannot see any other 
way in which it is possible to do it. 

Q.—Likely you are right? A.—It 
is right to do it, how else can it be 
done? I do not know of any other 
way in which it is possible to do it, 
except by writing it off through pro- 
fit and loss account. 

MR. SHEPLEY: Q.—I do _ not 
want to at all detract from what you 
have said to your discredit, but you 
see when you made your return on 
the 30th January you did not go into 
those details? A.—Yes. When I look- 
ed over the matter I found what they 
had done, and we sent on that sup- 
plementary statement which we have 
there, as soon as I found it had been 
omitted. We sent it on without any 
enquiry. It was entirely voluntary. 

Q.—It was sent on the 28th Feb- 
ruary and reached the Department 
on the lst of March? A.—Yes. 

Q.—Perhaps a month later than 
your return? A.—The return was re- 
ceived the 2nd February. It was still 
in plenty of time, and it was included 
in the book. 

Q.—Oh, no doubt? A.—I grant 
at once Mr. Shepley that these things 
ought to be made clear. Don’t mis- 
understand me. We are absolutely 
agreed on that point. ibaa 

Q.—This is what you said in your 
letter to the Department enclosing 
this statement which we have just re- 
ferred to, ‘I enclose you herewith a 
statement of the additional stocks and 
other securities owned by this com- 
pany as of the 3lst December last. 
On looking through our ledger ac- 
counts I am inclined to think the 


synopsis of ledger account as furnish-- 


ed by us in our recent return, I think 
can be improved.’’ (Read). A.— 
That is right. As soon as I found it 
had not been sent, I sent it on as 
part of the exhibit. 

Q.—As soon as you found out what? 
A —I was going through the return 
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and found this had been left out, and 
immediately corrected it. 


Q.—Now, there are two or three 
little matters I want to ask you 
about, and to complete some threads. 
of what we were doing yesterday be- 
fore going into a substantive matter. 
That you have prepared as explana- 
tory of certain items in the share- 
holders account. That is where you 
have taken five per cent. of the pro- 
fits on the sale of investment and put 


it to the credit of the shareholders? 
A Yes: 


Q.—These are the two items of $21,- 
986 carried to the debit of profit and 
loss and to the credit of the share- 
holders account? A.—May I follow 
that point up,— 


Q.—I will attach this and make it 
part of Exhibit 594. Then what is it. 
you want to sayP A.—In comment. 
upon that might I just point out that 
if the shareholders had received their 
proportion of these profits according 
to the old principle, the amount which. 
they would have received for the years 
190102 


Q.—You mean instead of giving six 
per cent.? A.—Yes, if they had re- 
ceived their share of the vrofits on 
investment, on the old basis of distri- 
bution, the amounts they would have. 
received for the years 1901-2-3-4 and 
5,—I have worked them out here— 
would come to $6,127.99, which they 
did not get, and which of course: 
would form part of that. Further- 
more as the profits for that year will 
almost certainly be at least five hun- 
dred thousand, their proportion for: 
this year would be another five thous- 
and dollars in round amounts, work- 
ing up to $11,127, which is an amount 
which they did not get, have not got, 
but would have got if the old prin- 
ciple had been followed out, so that 
for practical purposes the six per 
cent. without any of the investment 
profits, or the actual rate of interest 
earned, and their share of the invest- 
ment profit, would about balance each 
other. 


Q.—As your investments became: 
more active, and turned over, and 
larger profits were made, of course 
restoring the percentage of profits on 
investment, will enure to their bene- 
fit. It is very evident that in the 
next few years they will get more un- 
der the old system than under the 
new system they have got. 

Q.—But you are now giving them 
five per cent. of the profits on the- 
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turn over of your investments? A.— 
We are merely allowing them to draw 
that on the earned investments as an 
advance, as I explained before. 

Q.—Now, there is just another mat- 
ter in connection with that share- 
holders account— A.—I would like 
to emphasize that it does not make 
the slightest difference to the policy- 
holders about this. It does not affect 
their interest one solitary cent one 
way or the other. The shareholders 
ae their five per cent. and that is 
all. 

Q.—You remember telling me that 
in the year 1901, when you allowed 
or put into the shareholders account 
a credit of $9,088.34, the heading be- 
ing ‘* Profit on sale of securities,’’— 
I think you explained to me that that 
was a levelling up from the ‘prevail- 
ing rate of interest of six per cent.? 
A.—That is right. , 

Q.—You remember that in your ac- 
count for 1903, you gaye the share- 
holders a further credit of fifteen 
thousand dollars odd? A.—yYes. 

Q.—That was under the head of in- 
terest? A.—Yes. 

Q.—It may be there was an error. 
That you furnished us with a com- 
putation of—that fifteen thousand 
dollarsP A.—Yes. 

Q.—That seems to include levelling 
up from 1897 to 1902 from the five 
and a half to the six per cent., or 
from whatever the percentage was to 
six per cent. You observe that, do 
you not? A.—Yes, I noticed that the 
other day. 

Q.—That covers the same amount 
as the $9,088? A.—No, because there 
was a little mistake made in the 
figures of the previous year, and they 
had nominally overlapped, but. in 
reality they about balance each other. 

Q.—In 1901 you levelled up by al- 
lowing the shareholders $9,088? A. 
—Have you the previous item? 


Q.—In 1903 you levelled up for four 
years prior to 1901, for 1901-2 and 
1903, so that you must have over- 
lapped unless there is some mistake 
in the statement ? A.—If you will 
give me the previous one I will ex- 
plain it. 

Q.—Which one? The $9,088? A. 
—Yes. 


Q.—That you have not given us, I 
‘do not seem to have that, I do not 
remember having seen it. A.—There 
were two mistakes made by the book- 
keeping department, and the one just 
balanced the other. 


Q.—You observe what I am saying? 
A.—I observe your point, and I dis- 
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covered it myself a little while ago, 
I found the department had made a 
mistake and curiously enough they 
made a double mistake and the one 
nearly balanced the other. 


Q.—Let us have that, because mis- 
takes that balance each other are not 
so satisfactory as those that do not 
balance at all? A.—That is right. 
The point you are raising was raised 
by myself. 

MR. SHEPLEY: Q.—Is that paper 
among any of the papers given to us, 
Mr. Edwards? 

MR. EDWARDS: No. 


MR SHEPLEY: You have given me 
a statement here which I shal] put in 
showing how the $9,088 was arrived at 
in 1901? That apparently is a state- 
ment beginning with 1877, and com- 
ing down to 1900 inclusive? Do you 
criticize that as a fair statement of 
what the paper shows? A.—On look- 
ing over this IT found that the book- 
keeping department of that time in 
preparing it had made a slip in the 
year 1897—that was the year in which 
we had increased our capital stock 
from $62,500 to $105,000, and they 
had figured the interest that was com- 
ing to the shareholders only upon the 
old capital, and not upon the new cap- 
ital, and in that way they have made 
a mistake against the shareholders of 
$1,835. Later on when there was a 
new book-keeper there, he did not™ 
know anything about this arrange- 
ment, about six per cent., and for a 
few years it slipped in and went on 
the old arrangement, and when he 
was told to correct this, and put it 
on the six per cent. basis, he did not 
notice this thing had been put 
through. He put it through going 
back as far as 1897, and the two over- 
lapped. That was a mistake on his 
part due to his ignorance, but for- 
tunately this other mistake made in 
the previous one—they just about 
balance each other. 


Q.—That can be corrected? A.— 
Yes. 


Q.—Will you have done for us? A. 
= ¥ Of: 


Q.—You will have a full statement 
made up covering both periods with- 


‘out any overlapping? A.—I thought 


you meant that I would see that the 
error was corrected. 

Q.—I want it right upon the record? 
A.—Yes. 

Q.—We cannot carry it in memory, 
and we must have it in such shape 
that it will not mislead? A.—Yes. 
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Q.—And this statement which you 
now produce (Exhibit 595) made in 
1901 really went back to 1877, twenty- 
tour years, and you undertook in 1901 
to undo what had been done by the 
other directors during all those years. 
That of course is soP A.—What had 
been done by the management. I 
would not bring in the directors. 

Q.—I suppose it had been done by 
the management under the instruc- 
tions of the Board? A.—No, by the 
management. I doubt if the directors 
knew anything about it at all. 

Q.—Did the management of those 
days know less about it than the man- 
agement of 1901,—less about what was 
fair under the existing conditions? 
A.—I would like to point out, that 
under the charter the amount that 
should be paid to shareholders is left 
absolutely to the discretion of the di- 
rectors. The amount that shall be 
paid to shareholders is decided by the 
directors from time to time, and this 
account that we have been talking 
about, is not the directors’ account, 
but what the shareholders are to get 
is not settled by an account, but by 
resolution of the directors from time 
to time. 

Q.—I am aware of that? A.—This 
account that we called the sharehold- 
ers’ account, is nothing more or less 
than a memorandum or account kept 
by the management of the amount 
which in their judgment is the proper 
amount accruing to the shareholders, 
but it does not take effect and become 
binding upon the company until acted 
upon by the directors. 

Q.—That is all quite satisfactory, 
but that lies upon the surface you 
know. It is perfectly manifest, is it 
not, that from time to time as the 
methods which had been adopted and 
had been followed, fell short of pro- 
viding dividends which you desired to 
pay to your shareholders, you took 
these various means of producing 
funds which you could turn into divi- 
dends? A.—Yes. 

Q.—That is perfectly manifest as 
you say, and I am pointing out to you 
that in 1901 you undertook to undo 
all that had been done by the pre- 
vious management in 1877 in that re- 
spect? A.—That was right. 

Q.—And you did it for that pur- 
pose? A.—Yes. 

Q.—Then the question I ask you, and 
which you have not answered me yet, 
unless by inference, was this? Do you 
think the management in 1901 was bet- 
ter able to judge than the management 
in 1877 as to what was fair to the 
shareholders under the conditions that 
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then existed? A.—In the early years 
of our company— 


Q.—Can you not answer that more 
shortly? A.—The later management 
was able under the circumstances to 
decide that better. 


Q.—To decide what was fair in 1877 
better than the management of 1877? 
A.—Nio, I would like to state my 
position a little more clearly because 
a short answer would be apt to be mis- 
understood. In the early years of our 
company we, the Sun Life Assurance 
Company, like every company nowa- 
days even, then and now, had a very 
hard struggle. All young companies 
have a hard struggle, and we naturally 
had to be—we made use of the share- 
holders in every way possible to bene- 
fit the policy holders— 

Q.—You paid them pretty fair divi- 
dends all the time? A.—Digressing to 
answer that point, the shareholders 
who put their money into new com- 
panies are putting their money into 
one of the most risky things on the 
face of the earth. A young life in- 
Surance company is a_very risky in- 
vestment for the stockholders. If the 
investment later on turns out success- 
ful and the company gets thoroughly 
established, it becomes one of the most 
successful. At the start it is one of 
the riskiest, and later on it is one of 
the safest, and our shareholders put 
their money in those early days into 
the establishment of a new company, 
which was then a very risky invest- 
ment. We discriminated against the 
shareholders in every way possible in 
those early days in favor of the, policy 
holders. Now, however, that the com- 
pany has got into an entirely different 
position, and is very strong, has made 
large amount of profits, and the policy 
holders are getting very large profits, 
and furthermore now that we have 
cut the proportions of the share- 
holders profits down from twenty 
per cent. to five per cent. we 
say that it is only right to undo 
any of these special parings off 
so to speak, that we put upon the 
shareholders in the early days, be- 
cause the policy holders are no longer 
in the position of needing any special 
favors. In the early days the policy 
holders needed all the favors they could 
get, and to-day they are in a position 
where they ought to be highly de- 
lighted, and getting large and satis- 
factory profits, and the day when thev 
needed to get anything to the injus- 
tice of the shareholders, is long past. 
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Q.—What is the lowest dividend 
your shareholders have ever got? A.— 
six per cent. upon the amount of the 
investment. 

Q.—How long since they have been 
getting fifteen? A.—Getting fifteen 
for eight years. 

Q.—And how long before that had 
they been getting twelve? A.—Could 
not tell without looking it up. 

Q.—Your shareholders have always 
received dividends never less than six 
per cent.? A——Yes, that is right, but 
the company is prosperous, why should 
not the sharebulder share in that. 

Q.—But they are sharing not only 
in that prosperity, but sharing in the 
prosperity brought about by the use of 
the policy holder’s money. You are un- 
dertaking to readjust figures founded 
upon conditions as they existed at the 
time? A.—Yes, I would like to empha- 
size there that under our charter the 
action of the directors is absolutely 
final, and if the directors choose to do 
a thing like that, it cannot be criti- 
cised. There is no rule binding them 
or prohibiting them. They are break- 
ing no rule or condition of any kind, 
except a little regulation that they 
made of their own making, and which 
lasts only so long as they choose it 
shall last, and then whether they have 
acted justly or not, we must go by the 
fact, that while they have not been 
bound to do this in reality they have 
been remarkably liberal, and have gone 
ahead of all the other companies in 
their liability to the policy holders. 
They cannot be criticised because they 
are the only judges of how much shall 
be given. They cannot be accused of 
doing wrong because it is only their 
own regulations that decide it, and the 
fact that they have been so liberal in 
cutting down their percentage speaks 
for itself in saying whether they have 
been liberal or not- 

Q,—Then as to your dealing with 
the expense branch, that you have 
given us a statement of, which I have 
here. A.—There is a paper that was 
attached to that as part of that vouch- 
er. 

Q.—Is it an explanation of that? 
A.—It is an explanation of that and 
a voucher. 

Q.—It will be attached to that and 
put all together. Now you have done 
the same thing in that regard, you 
Jhave gone back to 1876 in this case? 
A.—To the beginning of the accident 
account. 

Q.—And you have undertaken to 
revise what the management of all 
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those years thought was fair? A.— 
Yes, that is right. 

Q.—Do you suppose that the man- 
agement say in 1876 was not capable 
of determining, and determining with 
pretty considerable accuracy. how 
much of the general expense account 
should be tax upon the accident 
branch? A.—Well, in 1876 I was not 
there myself, but from a few years 
after that, I myself settled the per- 
centage. So it is myself you are talk- 
ing about. 

Q.—What years did you settle the 
percentage? A.—I beg pardon, I 
should not say that. I was one of 
those that settled it. 

Q.—When did you become one of 
those that settled it? A.—1877. 
_ Q.—Take in 1876 first, because that 
1S a unique year. You had nothing 
‘to do with it. They seem to have 
been rather microscopic that year. 
Thev charged the accident branch 
with 423 per cent. Do you suppose 
that was an accidental or casual fig- 
ure or was it arrived at by the man- 
agement of that day according to 
what they knew of the correct pro- 
portion to chargeP °“ A.—It was 
fixed, as I have no doubt it was, as 
those of a few years afterwards, it 
was fixed, not upon the principle of 
how much was correct. but of how 
much we could charge against it with 
any decency. 

Q.—Do you say so? A.—I do. 

Q.—Why did they not charge up 
fifty or forty-fiveP Why did they 
say forty-two and a half? It looks 
as if they had considered it with great 
care? A.—That is a matter of opin- 
ion altogether. A little later on you 
will see it is fixed at fifty. 

Q.—What I am trying to call your 
attention to is this: That the man- 
agement of that day, if it did its 
duty—and I want to assume that it 
did—would know more about the con- 
dition that then prevailed, would 
know more about the proportion of 
expense to be charged than we could 
to-day P A.—I do not agree with 
you, because the management is the 
same. There has been no change in 
the management. 


_ Q.—Do you want to put the thing 

in the shape you said a moment ago, 

that you were deliberately charging 

ube accident branch too much? A.— 
es. 


Q.—Why? A.—Because we wish to 
aid the policyholders in every pos- 
sible way we could, with any decency 
in treating the shareholders. 
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Q.—Then you say it was a deliber- 
ate policy on the part of the manage- 
ment of those years, the years during 
which you know about, the deliberate 
policy of that management to make 
the accident branch pay more than 
its fair share of expenses? A.—It 
was. 

Q.—And you say that was done out 
of benevolence for the policyholders? 
A.—No, I do not. I said it was done 
out of consideration but not bene- 
volence, because as I said every 
young company has a hard struggle 
to get along, in order to nav profits 
at all to their policyholders. We had 
to skimp and save on every possible 
thing, and we skimped and saved on 
the shareholders. 

Q.—Were you decently able to 
charge the proportion you did charge? 
A.—Yes. 

Q.—Then it was a decent thing to 
do the accident branch, and _ that 
means a fair thing if I understand it? 
A.—It was the outside thing that 
would be fairly done. 

Q.—That could be fairly done? A. 
—It could be defended. 

Q.—It could be fairly done? A.— 
It is a matter of opinion. 

Q.—Won’t you put it that way, that 
it could be fairly done. I do not 
want you to put up something and 
say it could be defended, because that 
does not mean anything. Was that 
a fair thing to doP A.—No. I say 
it was the outside thing that could 
be done in any fairness. 

Q.—Could it be done in any fair- 
nessP A.—Yes, it could. 

Q.—Then it was fair and was done? 
A.—After a fashion. 

Q.—What does that meanP A.—In 
a matter like that it is largely a 
matter of opinion how much of the 
head office management expenses 
should be charged against such a 
branch. Considerable depends on the 
judgment of the management, and 
any percentage between what we 
afterwards did charge there and the 
50 per cent. we charged in the olden 
days could be defended, and in the 
olden days we charged the outside 
figures that could with any decency 
be charged. Later-on when the time 
for generosity to the policyholders, 

‘or rather I will put it, when the time 
came that the policyholders no longer 
needed any assistance from the share- 
holders in that way, then we said, 
the time has come to treat the share- 
holders more fairly. 

Q.—We know what the purpose of 
it was, because you told us that 
frankly, but what I am trying to get. 
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at is whether you had any reason for 
undoing what you just told us was 
fairly done when it was done. A.— 
I said it was fairly done in the sense 
that it was one of the percentages 
that could fairly be fixed. I do not 
say that it was the fairest because it 
was not the fairest. 

Q.—The method you adopted in 
1901 was to commence in 1876 and re- 
duce the percentage of expenses in 
that year from 4234 to 25 per cent... 
In 1877 from 40 per cent. to 25 per 
cent. In 1878 from 48 to 25 per cent. 
In 1879 the 40. was left untouched. 
What made you think the percentage 
ought to go up in 1879? A.—I would 
like to read this part of the exhibit, 
because it explains the whole thing. 

Q.—I am going to put that in am 
your explanation, but I would rather 
you would answer the questions the 
way I am putting them at the mo- 
ment, if you can. If you say you 
cannot that is another thing. A.— 
In those early years the bulk of our 
accident business—that is in the years 
1876, 1877 and 1878, the bulk of our 
accident premiums consisted of prem- 
iums we received under one contract 
for the insurance of the members of 
the Commercial Travellers’ Associa- 
tion of Toronto. Thosed premiums 
were paid to us, they were not col- 
lected through agents, not collected in 
odd amounts, but came in one cheque 
at one time from the secretary of the 
Association and all the commission we 
had to pay upon it was five per cent., 
and nevertheless in those years we 
charged—although we had only to pay 
five per cent. commission upon the 
bulk of all premiums that were re- 
ceived in those years, we charged 
421 and 40, and 48 per cent. That 
is an illustration of what I have men- 
tioned about the overcharging. 

Q.—What I asked you was, why in 
1879 you thought it proper to in- 
crease the percentage you were going 
to charge from 25 to 40 per cent.? 
A.—Because, if I remember right, in 
that year, the next year, the con- 
tract with the Commercial Travellers’ 
Association dropped out, and _ the 
character of the business changed, and 
we had a larger percentage of busi- 
ness to pay, because it was ordinary 
business and not under that con- 
tract. 

Q.—Then in 1881 it went up to 45 
per cent. What was the reason of 
that? A.—I rather think that the 
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reason was, that after that date, com- 
missions began to go up a little bit. 
The matter was gone into carefully 
at the time this was made up, and 
it was adjusted on what was consid- 
ered a perfectly fair rate, and it was 
considered that it was perfectly pro- 
per to charge only twenty-five per 
cent. in the three years, when the 
bulk of the business consisted— 

Q.—We have got past this. A.— 
Then two years more when we were 
only paying about twenty-five per 
cent. on most of the business I think, 
and when the rate got up to thirty 
on most of the business, it was 
made— 

Q.—The rate was twenty-five per 
cent. after you dropped the Commer- 
cial Travellers? A.—It was twenty- 
five per cent. outside of the Commer- 
cial Travellers. 

Q.—And it was twenty-five per cent. 
on all, and then it went to thirty per 
cent. in 1881 and has it continued 
at that? A.—It continued at thirty 
per cent. ever after that. I do not 
think we ever gave more than thirty. 

Q.—Don’t you think those matters 
were taken into consideration when 
the percentages were fixed in 1877, 
1878, 1879, and so on? A.—I can add 
nothing more to what I have already 
said. 

Q.—Did you not take those things 
into consideration? A.—Yes. 

Q.—And you decided what percent- 
age you would charge, having regard 
to all those circumstances? A.—Yes. 

Q.—There is one year in which 
forty-eight and a third per cent. was 
charged. That looks like a close com- 
putation. Do you remember about 
that? A.—I do not remember that 
exactly. I cannot explain exactly how 
we happened to hit on that percent- 
age. It is twenty-two years ago. 

Q.—Then for the last seven years 
that are covered by this statement, 
whereas during these years you have 
charged fifty per cent., in your 
amended statement you charged 
twelve and a half? A.—Yes, that is 
another illustration of the gross in- 
justice that was done to policy-holders 
because—— 

Q.—I do not quite understand you. 
In one moment you say it was fairly 
done, and in another moment fou 
characterize it as a gross injustice? 
A.—I will score out the word ‘“‘gross.”’ 

Q.—The thing cannot be fair if it 
is unjust. A.—I will take this 
phraseology; this is an illustration of 
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how the branch was really over- 
charged; these premiums for many 
years have consisted exclusively of 
premiums on old policies with com- 
bined life and accident under one con- 
tract. All regular insurance has long 
ago been stopped, and we get no acci- 
dent premiums now at all, and have 
not for a number of years, except 
the two are combined under one con- 
tract; the whole of that comes ‘in 
without any commission at all. Most 
of it will bear five per cent. and none 
of it bears over seven and a half per 
cent. Now we charged that with fifty 
per cent., and in this readjustment 
we cut that down to twelve and a 
half per cent., which is ample. 

Q.—That is you take the whole sum 
of the difference, and you do what 
you call improving it; you made it 
at five per cent. compounded running 
over all those years? A.—Yes. 

Q.—In that way you arrive at the 
sum which you take out of your gen- 
eral surplus and put into your share- 
holders’ account? A.—Yes. 

Q.—With the object and for the 
purposes which you have stated? , A. 
—Yes. (Statement Exhibit 596.) 

MR. SHEPLEY: Mr. Macaulay de- 
sires them attached and there is no 
reason why it should not be done. 

Q:—Then let me ask you a question 
going back to the time when you in- 
creased your capital stock. Mr. Rob- 
ertson Macaulay has told us of the 
circumstances under which that was 
done. At that time you paid up 
$12,500 upon the existing capital, by 
means of a bonus, making it $75,000. 
A—Yes. 

Q.—Could you at that time, by 
means of a bonus, have paid up the 
whole of the capital stack that had 
been subscribed? A.—You mean the 
whole of the $500,000? 

Q.—Were you in a financial position, 
I should not have said to pay the 
whole of it, but to raise the money 
you wanted, the $100,000? A.—We 
could not have done so, speaking from 
memory, without giving a much small- 
er proportion of profits to the policy 
holders. 

Q.—I can quite appreciate that, but 
were you in a position to do it? A.— 
You mean, had we enough surplus? 

Q.—Yes, A.—I should, say we had. 
Yes, plenty. 

Q.—That was not done and for what 


_reason? Why did you prefer the other 


way of issuing fresh stock? A-—Be- 
cause we did not want to impose upon 
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the policy holders. We wanted to put 
the transaction through in a form that 
would help the policy holders and not 
hurt them. 

Q.—Do you remember the circum- 
stances of there being an accidental 
over issue of the new issue? A.—No. 

Q.—In ledger 3 at page 174 we find 
this memorandum, dated the 2nd De- 
cember 1897 and signed by the then 
Vice-President, Mr Ogilvie. It says 
that by some accident there has been 
an over issue of 20 shares and to adjust 
this Robertson Macaulay and T. B. 
Macaulay have relinquished their 
rights to an allotment of 15 and 5 re- 
spectively. Do you remember that now ? 
A.—It had absolutely slipped my 
memory but it comes back to me as 
you read it. 


Q.—‘‘On condition that they shall be 
entitled to an allotment at the same 
price out of any further issue of stock 
that may be authorized in the future.” 
A.—I remember it now. I had entire- 
ly forgotten it, but it comes back to 
me. 


Q.—If it comes back to you so that 
you can explain it, I wish you would. 
A.—I suppose the memorandum which 
is put in here will explain it as well 
as anything. It is dated the 2nd De- 
cember 1897. ‘In balancing up the 
number of shares, it has been found 
that 20 shares have been subscribed 
in excess of the authorized 2,000 owing 
to the accidental omission to enter up 
Dr. Horsey’s 20 shares. In order to 
rectify this error the President Mr. 
R. Macaulay and the secretary Mr. 
T. B. Macaulay, agree to waive their 
right to an allotment of 15 and 5 
shares respectively on the understand- 
ing that should a new issue of stock 
be authorized at any time in the fu- 


ture they will be entitled to an extra: 


allotment of shares at the same price 
as they would pay at the present time 
for said stock, that is at $45 per 
share.’’ Signed by the President and 
Secretary. 

Q.—That is at a premium of $30? 
A.—Yes. 

Q.—Whose mistake was that? A.—I 
do not know. 

Q.—I suppose it was a mistake for 
which the management was responsible 
in some way, either directly or indi- 
rectly? A.—I suppose so. We are re- 
sponsible for every mistake in some 
form. 

Q.—When the mistake was rectified, 
the management seems to have taken 
good care that it was rectified in such 
a way that it would not injure the 
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management. A.—I think we did the 
fair and proper thing. 

Q.—You gave it up, but you said, 
If we ever issue more stock, whatever 
its value may be, we must get it at 
1380. A.—No, 300 per cent. 45 is 300 
per cent of 15. 

Q.—I thought you told me, or per- 
haps it was Mr. Robertson Macaulay, 
that the $80 premium was once for 
all and that there was to be no further 
premium. A.—Oh, you mean the $30 
premium upon the par value? But we 
were never going to call that up. On 
the amount paid it was 300 per cent. 
and there is no intention of ever call- 
ing up any more. 

Q. I am not concerned with that. 
IT am concerned with the entry made at 
the time, and the safeguarding of the 
interests of the Messrs. Macaulay in 
the minute that is made there. A.— 
Yes, I think that was an absolutely 
fair and proper arrangement. It is 
only in case there should be another 
issue. 

Q.—Supposing they had wanted to 
issue stock in the future and supposing 
the business were so prosperous that 
they could issue it at 150 or 200, or at 
any figure in excess of 130, you still 
under that would have been entitled 
to have the 20 shares at 130, which 
had been issued to you by mistake? 

Mr. R. Macaulay :—That is purely a 
matter between the shareholders and 
not between the policy holders. A.—I 
think what the President says is quite 
right; that that is a matter between 
the shareholders and us, and not be- 
tween us and the policy holders. 

Q.—Are you under the erroneous be- 
lief that this Commission is not con- 
cerned with the rights of shareholders 
as well as the rights of policy holders? 
A.—Well, what is your question, Mr. 
Shepley ? 

Q.—I asked you if you could not 
see that if at any time after that it 
had been desirable in the interests of 
the company, that stock should be put 
upon the market, that if a fresh in- 
crease should take place, and the con- 
dition of the company warranted put- 
ting it on the the market at 150, 175 or 
200, cannot you see that by that min- 
ute you had reserved to yourselves the 
right to get it at 180? A.—Yes. 

Q.—And to perpetuate the mistake . 
that you yourselves had made or that 
had been made by the management? 
A.—Well, made by some of the clerks 
in the office. You may say that the 
management is responsible, but I don’t 
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think the management made the mis- 
take, I mean not themselves. The 
whole thing is a bagatelle; 20 shares 
is the whole thing. At the present 
time the market value of this stock is 
about $55 a share, $10 a share differ- 
ence, $200, and the whole of this 
thing is about $200. 

Q.—The whole of what thing? A.— 
The whole of this discussion. 

Q.—I am not discussing it. I am 
asking you if you can see it? A.— 
Certainly, I admit the principle and 
I say it is a bagatelle, one way or the 
other. 

Q.—It is a little one. A.—It comes 
back to me now, and we thought at 
the time that this was an admirable 
and perfectly fair arrangement to 
everybody. 

Q.—Then you were going to have 
prepared for me or hunted up, the 
condition of things about that Beau- 
dry interest? At a later time if you 
have not been able to do that. You 
observe in this agency ledger that a 
balance is struck. This is at the end 
of 1901, and I am told that it is so 
in each case since. A balance is struck 
between the amounts which certain 
agents owe you and the amounts which 
you owe to certain other agents. A. 
—Yes. 

Q.—In 1901 agents owed you $67,- 
481, and you owed agents $65,000 
odd. There is a ‘‘floating credit.’’ 
What does that mean? A.—A balance 
written off. An amount written off. 

Q.—Then it would be about how 
much? A.—About $46,000. 

Q.—Then what did you do in your 
Government returns with respect to 
these balances? You did not, as you 
told us yesterday, include the amounts 
you owed agents. A.—The amounts 
that agents owed us. 

Q.—Yes, I should have said, the 
amounts agents owed you. That you 
did not do because you understood the 
policy of the Department was against 
that being done. A.—Yes. 

Q.—Then did you return the debts 
you owed to the agents among your 
debts ? A.—We simply ignored the 
whole of the agents’ account alto- 
gether. Ignoring both sides of the 
account and allowing the fact that 
certain agents had paid us certain 
amounts on account to go so far as it 
went, against any amounts that were 
due to us by agents. Treated the 
account as a whole. 

Q.—Of course you can see that 
whether the agents’ debt to you was 
a good or bad debt, your debt to the 
agents was a perfectly good debt? A. 
—Ye@s,," 
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Q.—I do not want to do more than 
call your attention to it. It should 
have been, of course, included in your 
return of liabilities. You concede that 
at once, don’t you? A.—There was 
$22,000 in round amounts more due 
by agents to the company than was 
due by the company to agents, and 
we simply dropped that amount out 
altogether. If we were to go upon 
the principle of ignoring items that 
were due to agents altogether, that is 
the gross amount, then I suppose we 
should have put in this other amount 
as due by the company, but the prin- 
ciple we went upon was just to ignore 
the net amount, which in this case was 
about $22,000; drop it out of account 
altcgether. 

Q.—It grew largely in subsequent 
years. A.—Apparently it did. 

Q.—tThe effect of that was, notwith- 
standing your ostensible yielding to 
the Government pressure, to take ad- 
vantage in your statement pro tanto 
of the existence of the agents’ debt 
to you? That is so, is it not? A.— 
The ignoring of this thing was a volun- 
tary act on our part. 

Q.—Was not the effect of it as I 
have said? A.—The effect of it was 
that we only dropped out the net diff- 
erence instead of the whole amount. 

Q.—That is you did have credit 
in your statement? A.—It came down 
to that. 

Q.—For part of what the Govern- 
ment was telling you was not an 
asset? A.—Well, that is a matter of 
opinion. Telling us unofficially, but 
which is allowed by the Insurance Act, 
and which two-thirds of the insurance 
companies include. 

Q.—Unofficially—I do not mind your 
putting that word in—you knew it 
was the Department’s wish that that 
should not appear as an asset at all. 
A.—We did not know it in 1901, but 
we knew it since. But at the same 
time, as I have said, two-thirds of the 
companies do it and it is allowed by 
the returns and printed in there. 


Q.—That practice has continued 
down to jour last return? A.—Yes. 
It is a little off-set to the large amount 
of assets that we have not included. 


Q.—Now, I pass to a different sub- 
ject. I am going to take up a specific 
investment of yours, the Shawinigan 
Power Company bonds and _ stock. 
What was your first dealing with that 
company? I think it was a loan, was 
it not? A.—In 1901 we bought $50.- 
000 worth of their bonds at 95 and 
interest. That was our first dealine 
with the Shawinigan. Paying for 
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them one-half on May 29th and one- 
half on June 5th. 

Q.—They appear there as two pur- 
chases, but, no doubt, were only one. 
A.—Yes. Arranged for at one time. 

Q.—In May, 1901, your book shows 
that you paid for $25,000 par value of 
the bonds and you paid 95 cents for 
that lot, and in June you made the 
other payment. A.—June 5dth. 


Q.—For the other $25,000, also at 
95. That was your first dealing in 
these bonds? A.—Yes. 

Q.—What was the Shawinigan 
Water and Power Company? A.— 
The Shawinigan Water and Power 
Company is a company that owns a 
very large water power at Shawinigan 
Falls, about 70 miles from Montreal. 
It is one of the largest water power 
companies in Canada and not only 
supplies power locally but sends power 
in to Montreal, and the power is used 
particularly in lighting the city and 
running the street railway and so on. 

Q.—What had you to do, if any- 
thing, with the origination of the 
scheme of that company? A.—Abso- 
lutely nothing. 

Q.—Then this $50,000 of bonds, 
what issue was that out of? A.— 
That was out of their issue of First 
Mortgage Bonds. 

Q.—Do you remember the amount 
of that issue? I have the deed of 
trust here, you may refresh your 
memory by it, of course? 
500,000 was the authorized amount, 
apparently. 

Q.—Now, I suppose when you 
bought these bonds you made your- 
selves familiar with the affairs of the 
company to a sufficient extent to en- 
able you to judge of the sufficiency 
of the security? A.—yYes. 


Q.—I see the recital in the trust 
deed is that the capital stock is $6,- 
000,000, of which $5,916,500 has been 
fully subscribed and paid up. Then 
there is a recital of a provision in the 
charter of the company, by which the 
company is authorized to borrow and 
to issue bonds to an amount not ex- 
ceeding 75 per cent. of the paid_up 
capital stock of the company. You 
were aware, of course, of those pro- 
visions ? A.—Yes, I think we were. 


Q.—What did you know with re- 
gard to the payment of the stock 
that is spoken of here; ‘'$5,916,500 
has been fully subscribed and paid 
up P”’ A.—I knew very little with 
regard to that, not having had any- 
thing to do with the details. I may 
say we knew, in a general way, that 
this amount of stock had been issued 
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for the purpose, I suppose, of the 
property and in connection with the 
erection of the plant, but the exact 
details, as to how it was issued or 
who got it, we did not know, although 
we were furnished with a list of the 
shareholders, if .J remember right. 
Q.—Let us go back to the inception 
of the transaction, because I dare say 
you are not unfamiliar with that sort 
of transaction. Of course nobody 
supposed that anything like’ $5,916,- 
500 had ever been put up by anybody in 
cashP A.—No, I did not suppose so. 
Q.—Nor did anybody suppose that 
$5,916,500 worth of assets had ever 
been put up for that stock? A.— 
Well, I would not have supposed so. 
ea you did not suppose so? 
Q._ Well, what is the way these 
things are ‘done, in your experience? 
A.—I would imagine that you, Mr. 
Shepley, would, as a lawyer, know 
more about those things than I would. 
Q.—We do not, any of us, know 
anything upon this record until it 
gets there? A.—In this individual 
case I know absolutely nothing of how 
it came about. 


Q.—You were purchasing $50,000 of 
these bonds? A.—Yes. 


Q.—And you purchased more after- 
wards? A.—Yes. 

Q.—I want to know what knowledge > 
or what understanding you had, that 
is quite sufficient for m+ purpose? 
A.—I had no knowledge. My under- 
standing would have been that that 
capital stock had been given in ex- 
change for the property of the Shaw- 
inigan Company, such property being 
valued at an inflated price. 

Q.—Being valued at whatever fig- 
ure was chosen to be put upon it as 
limiting the issue of stock? A.—Yes. 

Q.—Tihen the owner of the pro- 
perty would, I dare say, get that 
stock? A.—I suppose so. 


Q.—How would it be brought by 
the Shawinigan Power Company to 
you? A.—The stock? 

Q.—Yes? A.—We got none of the 
stock. 

Q.—You did get some after? A.— 
Later, yes. 

Q.—Then how would the stock get 
into such a position that the Shaw- 
inigan Power Company could deal 
with it, because you know it did deal 
with it? A.—The Shawinigan Power 
Company so far as I know, did not 
deal with it at all. We got ‘the stock 
from shareholders. 
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Q.—And the shareholders would get 
it from whom? A.—They would pro- 
bably—I am only guessing now. 

Q.—You are saying what you sup- 
poseP A.—What I would presume 
from general principles. The actual 
details in this case I know absolute- 
ly nothing about. I would presume 
that the man or men who sold the 
property to the Shawinigan Company 
would get this stock and distribute 
it around among his friends or the 
persons entitled, as he chose. 

Q.—That is a fair statement, and 
1 suppose it would all be pre-arranged 
before the transaction wag carvied 
out, as to who was to have the stock? 
A.—Possibly. I could not tell you. 

Q.—Who his friends were would be 
pretty well known? A.—Probably so. 

Q.—They would probably be the 
promoters of the enterprise? A.— 
Very likely, I do not know. 

Q.—Then you thought it would be 
a good investment to purchase the 
stock? A.—Yes. 

Q.—Of course that would be entire- 
ly dependent, in the first place, upon 
whether the bonds were validly and 
properly issued, and secondly upon 
the value of the property which they 
covered? A.—Yes. 

Q.—Did you at all inquire before 
purchasing the bonds into the legality 
of the issue, having regard to the pro- 
visions of the charter? A.—We did. 
You will find that — 


Q.—Yes, I know; you were advised. 


I do not want to go into it in very 
much detail. You were advised that 
the bonds were validly and legally 
issued? A.—We have a legal certi- 
ficate. We were so advised. 

Q.—And being so advised you went 
into the transaction? A.—Yes. 

Q.—Did you know anything with 
regard to the rest of that issue of 
bonds, the $1,500,000? A.—I think 
we did, but I would need to refresh 
my memory by looking over the docket 
to see. I think we knew who had 
taken the largest proportion of the 
rest of the bonds. 

Q.—Had you anything to do with 
underwriting that issue? A.—Noth- 
ing. . 

Q.—Nor your company? A.—WNo. 

Q.—Nor you personally? A.—No 

Q.—Nor anybody connected with 
your company? A.—To the best of 
my knowledge and belief, no. 

Q.—Not connected with your Board 
of Directors? A.—No, not so far as 
I know. 

Q.—And your purchase of the $50,- 
000 was an independent purchase not 
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made in concert with anybody else, 
but a separate and distinct invest- 
ment of your own? A.—Absolutely. 

Q.—Then what was the next trans- 
action you had in connection with 
the company? A.—On February 
19th, 1902, we bought another $25,- 
000 of the same issue of bonds and on 
March 6th, 1902, a fourth amount 
of $25,000, the two last purchases 
being at 98 and interest. 

Q.—That made altogether $100,000? 
A.—Yes. 

Q.—Of the bonds out of the issue 
of a million and a half? A.—Yes. 

.—Do you remember what influ- 

enced the market so that you had to 
pay that rate as against 95 in the pre- 
ceding year? A.—I don’t remember the 
exact details, but in some way or other 
the market price had gone up. The 
earnings of the company had developed 
and increased, and the quality of the 
investment had improved, and if I 
remember right when we got this 95 
it was a specia! chance, the first lot. 

Q.—When speaking of the earnings 
of the company, did you not under- 
stand that the million and a half was 
being borrowed for the purpose of es- 
tablishing the plant there and making 
the property productive? A.—No, the 
plant was already partially in opera- 
tion, if I remember right. 

Q.—When you bought? A.—Yes. 

Q.—And out of this issue of a million 
and a half, that was all the money 
there was? A.—Yes, I don‘t say that 
was all the money there was. 


Q.—But all the money you knew 
about? A.—I imagine. Please don’t 
understand because I have said that 
the 6 millions of stock—it was not all 
water, or at least I don’t say it was, 
T would imagine it had some value, 
just how great I don’t know. 

Q.—You don’t know of any substan- 
tial money in the concern except the 
million and a half of bonds? A.— 
Well, I would think that probably 
there was a few hundred thousand of 
cash put in, but that would be all, 
I should imagine. We looked more to 
the earnings. 

Q.—Then, do you say that at the 
time of your purchase in 1901 of the 
first $50,000 of bonds, that the com- 
pany was in operation and earning 
money? A.—I think it was partially, 
not entirely. I can refresh my mem- 
ory from the docket, but speaking from 
memory I think so. The date of the 
memorandum I have now is 28th May, 
1901, the day before our first pur- 
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chase. This is a memorandum to the 
effect that the company already has 
contracts signed and completed, cover- 
ing an income of $152,050 per annum, 
and that it has also two other con- 
tracts in process of completion which 
would largely increase that amount, 
covering a sale of 2,500 horse power 
more, besides an estimated revenue, 
from another source, of $22,500. 

Q.—That does not indicate that the 
company was then in operation you 
know, it indicates that they were mak- 
ing contracts in advance of their being 
ready to carry them out. A.—My re- 
collection is that the wurs« was very 
largely done, and that these contracts, 
for instance that with the Pittsburg 
Company, which was one of the largest 
—I know, because we went out and saw 
the plant—that the whole buildings of 
these other companies were completed. 

Q.—And waiting for the power? A. 
—I think they were getting part of 
the power. My recollection from mem- 
ory is that the plant was in partial 
operation but not complete. 

Q.—They were not, at all events, in 
a position to furnish the power for 
which they had made contracts? A.— 
I think they were. 

Q.—AIl of it or only part of it? A. 
—My impression is that they had al- 
ready developed enough power to sup- 
ply all the contracts that they had 
made, and that they were just putting 
in further plant for further power for 
further contracts. 

Q.—That is your recollection and I 
am not finding fault with that. You 
may be quite right about it, but the 
memorandum you read would rather 
indicate by its terms that they were 
preparing to enter upon these con- 
tracts, but had not yet arrived at a 
position from which they could furn- 
ish the power. A.—My memorandum 
would lead me to understand that the 
$152,000 was an actual accomplished 
thing. Some of our directors went 
out and looked over the whole thing. 

Q.—You expanded the memorandum 
a little in the statement you made to 
us, and perhaps that is where I got 
the idea. What you said was that 
they had contracts. A.—The word con- 
tracts occurs here. 

Q. I do not know that we will de- 
lay over that. Your general impres- 
sion is that: they were, at all events 
partially, in operation. A.—Yes, the 
question was asked me as to whether 
we knew who had taken other blocks 
of these bonds. I have a memorandum 
here that the Bank of Ottawa had 
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taken $500,000, and that Iarson,. 
Leach & Co., one of the largest bank- 
ing companies in New York had taken 
another $500,000. 

Q.—And your $100,000 was coming. 
out of the other $500,000. A.—My 
impression is that the $50,000 came 
out of the Bank of Ottawa’s block and. 
ae other $50,000 out of the final $500.- 

Q.—Did you gather from that that 
the Bank of ‘Ottawa was doing some 
of the underwriting? A.—Yes. 

Q.—And that the New York Bank. 
was doing some of the underwriting? 
A.—The New York Banking House. 

Q.—Then between the first purchase 
at 95 and the second purchase at 98: 
you say you suppose the market value 
had increased, because the operations: 
of the company had become wider. 
A.—The earning power greater. I 
rather think now that the reason was 
that the first $50,000 came out of the 
first million of bonds which had been 
taken by Farson, Leach & Company 
and that we got in on the same terms: 
as these people for that $50,000, but 
that the Shawinigan Company would’ 
not sell their last $500,000 on as fav- 
ourable terms as the first million. 

Q.—Have you any memorandum 
with regard to the second purchase 
made about that time? A.—I don’t 
see any. I may explain that our 
directors went out and saw _ these 
things and we were very familiar with 
it that way. 

Q.—Did you in connection with 
either of these purchases receive any 
stock? A.—Not one cent. 

Q.—And it was not arranged that 
you should? A.—wNo. 

MR. LANGMUIR: What per cent. 
were the bondsP A.—Five per cent. 
bonds. 

MR. SHEPLEY: What was the 
next transaction you had in connec- 
tion with this company? A.—Per- 
haps before we drop this, will I ex- 
plain that this issue of $100,000 was: 
subsequently 

Q.—No, I want to take it chrono- 
logically. It will be more satisfactory 
to me, if it does not make any differ- 
ence to you. A.—The next transac- 
tion, I would rather take from the 
books. (Refers to a ledger.) On, 
November 11th, 1902, we made a loan 
of $250,000 at six per cent. interest 
to the Shawinigan Water and Power 
Company on the security of $313,000 
of their new bonds, and received in 
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connection therewith a stock bonus of 
$125,000. And on May 27th, 1903, we 
made a loan of $100,000 more on the 
security of bonds of the company. I 
will go by this statement. The total 
loans made in 1902 and 1903 coming 
to $356,500, of which they repaid, 
during 1903, $200,000 on the security 
of, altogether, $397,000 of their bonds. 

Q.—And getting in bonus stock? 
A.—$155,700. 

Q.—Was it all one transaction or 
was it two separate and distinct tran- 
sactions? A.—Two separate transac- 
tions and apparently more. There 
was one on November 11th, 1902, there 
was another on May 27th, 1903, and 
then that was replaced. These were 
partly repaid and replaced then by 
another loan on November 2nd, 1903, 
which consolidated the others. 

Q.—That does not appear in the 
statement which you have furnished. 
A.—I will get an exact statement for 
this afternoon. 


Q.—What I was asking you was, 
were these transactions that you have 
spoken of separate and distinct tran- 
sactions, each one standing upon its 
own footing, without regard to the 
others? A.—Do you mean the pur- 
chase of bonds originally. 

Q.—No, the transactions with the 
company. A.—That is the two loans, 
separate from each other? 


Q.—The reason I ask you is, I do 
not know whether it is a running 
thing or not. You have got under 
November and December, 1902, 
“Shawinigan Water and Power Com- 
pany $157,000. Shawinigan Water 
and Power Bonds with $62,000 stock 
bonus, rate of interest six per cent., 
amount $125,000, date November 31st, 
1903.”> Now, just tell me what all 
that means. A.—I will bring an exact 
statement this afternoon, Mr. Shep- 
ley, that will get the thing straight- 
ened out. It is not clear to me at 
present. 

©.—Meantime we will go on; this 
transaction which is ear marked as 
being November and December, was 
that a transaction all by itself? A. 
—Yes. 


Q.—It has no connection with the 
subsequent loan? The subsequent 
loans were not arranged when this 
was made? A.—I would like to check 
that. It was arranged up to $250,000 
at the start, but no further, as far 
as I remember. 
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Q.—You agreed to lend up to $250,- 
000? A.—To the best of my recollec- 
tion, nothing further. 

Q.—And what were you to get, how 
many bonds and what shares? Sup- 
posing you read that entry and let 
1t go down upon the record. A.— 
“Four months’ loan of $250,000 pay- 
able in four equal instalments as 
called for. Renewable for a further 
four months and again for another 
four months from the last expiry. 
Security $313,000 new interim bonds 
of the Shawinigan Water and Power 
Company. These latter are temporary 
bonds or are represented to be temp- 
orary bonds which are exchangeable 
on and after the Ist January, 1903,. 
for permanent honds, and the com- 
pany’s notes from time to time for 
the amount of cash advanced, which 
bears interest at six per cent. from 
the date payment is made. All of 
these notes are dated November Ist, 
1902.”’ 

Q.—The notes would be collateral 
to the main loan upon the bonds? 
A.—The main loan was on the notes, 
and the bonds were collateral. 

Q.—You would put it that way? 
A.—Yes. 

Q.—The memorandum does not, but 
I am quite willing that it should be 
put so. .A.—It was a note to-the 
company itself. 

Q.—The transaction was that you 
were lending to the company $250,- 
DOG TA Ves: 

Q.—The company was giving you 
its notes? A.—Yes. 

Q.—Payable at intervals of four 
months? A.—Payable in four months, 
but renewable at its option. 

Q.—Payable in four months for the 
amount? <A.—Yes. And as security 
gave us also $313,000 bonds and some 
of the shareholders of the company 
then gave us $125,000 of bonus stock. 

Q. That was the arrangement? A. 
—Yes. 

Q.—It was not carried out altoge- 
ther at the time? A.—It was made in: 
instalments. 


Q.—Do you" remember from what 
shareholders you got the bonus stock?’ 
A.—We dealt with Mr. Aldred; I 
think he himself and Mr. Greenshields. 
were the ones who gave up most of 
the stock. We did not enquire. It. 
was none of our business who gave: 
the stock so long as we got it. 

Q.—I suppose an examination of 
ths books of the company will show 
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who transferred it to you? A.—Yes, 
I think it was Mr. Aldred. 

Q.—What was Mr. Aldred’s position 
in the company? A.—Secretary and 
Treasurer, I think. 

().—Then that speaks of interim or 
temporary bonds. Before that trans- 
action had taken place there seems to 
have been a second deed of trust, and 
I want to see what there is to be said 
about that. On the 17th May, 1902, 
which is practically two years after 
the first deed of trust, a second deed 
of trust is made covering an issue of 
three millions of bonds. You were 
aware of that, I suppose? A.—Yes. 

Q.—The arrangement seems to have 
been with respect to the old bonds, as 
stated in the formal bond itself and 
also in the operative part of the trust 
deed . I read from page 14 of the doc- 
ument: ‘‘The company shal] forth- 
with make, execute and deliver to the 
trustees, the parties hereto of the 
second part, all of the said 3,000 bonds 
and the trustees shall certify the same 
in due course for delivery on the re- 
tirement of the present outstanding 
issue of $1,500,000 gold bonds of the 
company.’’ That is the prior issue? 
A.—Yes. 

Q.—Of which you held $100,000? 
A.—Yes. 

Q.—Then the bonds are described. 
“No bonds to be valid or obligatory 
until the same are certified and coun- 
tersigned by the trustees.’’ Then 
were your bonds retired at that time? 
A.—The original $100,000 were re- 
deemed and retired on August 2nd, 
1904, at 105 and interest. 

Q.—The time has not come for that 
yet, because that is after the third 
deed of trust. At all events the bonds 
you owned were not retired until 
August, 1904. A.—That is right. 

Q.—That is sufficient for my pur- 
pose at present. Then there is a pro- 
vision here for the issue of interim 
or temporary bonds to be replaced by 
permanent bonds, and is it your un- 
derstanding that it was the temporary 
or interim bonds issued under the pro- 
visions of this trust deed that you 
were lending on? A.—Yes, the mem- 
orandum says So. 

Q.—These temporary bonds I sup- 
pose were bonds which were issued 
according to the progress of certain 
works or improvements that were go- 
inx on upon the property? A.—I 
think so. 

Q.—And to pay for the improve- 
ments that were being made? A.— 
I think so. I may explain that I re- 
member that the company had found 
that it could sell a great deal more 
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power and could greatly increase its 
revenue by developing its property 
further and considered that it was 
wise to make the plant a great deal 
larger than was originally intended, 
and that is why the additional amount 
was required. 

Q.—And the money was borrowed 
for that purpose on the interim 
bonds? A.—Yes. 

Q.—Then there is no doubt, I sup- 
pose, that it was the company that 
borrowed directly from you? A.— 
No doubt. 

Q.—And in December they took up 
half the loan of $125,000. That ap- 
pears by the statement that you fur- 
nished to me? A.—I have not the 
full stock loan account here and it 
is a little bit awkward for me. 

Q.—Was it understood that they 
should only get the money from you 
as they did the work, or -as_ they 
earned it by the progress they made 
with their improvements? A.—My 
memory is a little uncertain on that 
point. 

Q.—That would be a natural ar- 
rangement for you to makeP A.— 
It would be a natural arrangement, 
and I will not say it is not perfectly 
correct, but I am a little hazy on 
that point, — ha 

Q.—The provisions in the | trust 
deed would point to their only being 
in a position to deal with the bonds 
as the work progressed? A.—My 
recollection is that they would. only 
get the bonds as the work was done 
under that trust deed, and the posses. 
sion of the bonds would be proof that 
the work was done. 

Q.—When they had got the work 
done, the trustees would certify to 
the bonds and they would come and 
get the money and pay for the work 
in instalments, that is the way these 
things are usually done, and that is, 
no doubt, the way it was done here? 
A.—No doubt. 

Q.—Then can you tell me of the 
transaction that took place in Jan- 
uary? I am afraid they are grouped 
-in this statement? A.—We grouped 
them in order to simplify things and 
in reality that grouping has made it 
more difficult. . 

Q.—You had arranged to lend them 
$250,000 and had lent them $125,000 
and I wanted to get information 
about the other? A.—TI have not the 
book here about the stock loans. I 
have certain memorandum here but 
they do not give all the information 
I would like. I can give full informa- 
tion of them this afternoon. They 
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got the balance of it on the 2nd Jan- 
uary, 1903, and the 2nd February, 
1903. 

Q.—In January and February they 
got the balance. Just give me those 
two transactions? A.—$62,500 on 
2nd January, 1903, and $62,500 on 
the 2nd February, 1903. 

Q.—Did they contemporaneously 
give you certain other bonds in addi- 
tion to the $157,000 you had got in 
November and December? A.—On 
the 2nd January they gave us $79,000 
of bonds and $31,300 of stock. And 
on the 2nd February, 1903, they gave 
us $77,000 of bonds and $31,200 of 
stock. 

Q.—That made the whole security ? 
A.—Yes. 

Q.—And completed the loanP A.— 

es. 

Q.—No doubt they gave you the 
notes alsoP A.—Oh yes. 

Q.—And what you have said with 
regard to the stock bonus in the other 
case would be the same in this, trans- 


fered probably by Mr. Aldred? A. 


—I think so, although the company, 
I remember, had a certain amount of 
bonus stock, the difference between 
$5,900,000 odd and 6 millions was in 
the Treasury of the Company and it 
is probable it came out of that 
amount. I don’t really know where 
it came from. 

MR. LANGMUIR: That was a 
gift to you, thoughP A.—Yes. 

MR. SHEPLEY: That bonus stock 
was to be your remuneration for the 
transaction in addition to the pay- 
ment of the interest? A.—Yes. 

Q.—And they were not to become 
entitled to have that stock back upon 
paying the loan and interest? A.— 
No, it was to remain our property. 

Q.—Then had you any agreement 
upon the subject. in writing, with the 
company? A.—In regard to what? 

Q.—In regard to this loan? A.— 
Certainly. 

Q.—That I would like to have? 
A.—We always have stock loan agree- 
ments and we certainly must have 
had it here. The note itself was sur- 
rendered when the loan was paid off. 

Q.—You would preserve the loan 
contracts as evidencing your right to 
the bonus stock I would think? A.— 
The loan contract— I think that 
would be the note and it would be 
returned. However, we will see. 

Q.—You must have had an agree- 
ment defining your rights in the bonus 
stock? A.—It was transferred out- 
right. There would be a letter on 
the subject. 
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Q.—While Mr. MacNutt is looking 
for that, are you able to tell me what 
was the next transaction? A.—I 
will have to call upon Mr. MaeNutt 
to assist me. I think the better plan 
would be for us to look that up and 
get it from the other book. 

Q.—I would like to do this con- 
secutively. A.—I don’t remember 
them sufficiently. They are mixed up 
in my own mind and I would need 
to have the books to straighten it 
out. 

Q.—Then, if your Honours think 
well of it, we might adjourn now 
until two o’clock and that can be pre- 
pared. I do not want to depart from 
this subject until I have finished \it. 
A.—I am very sorry to delay you. 

Q.—No one will blame you, Mr. 
Macaulay, but you will see that it is 
in such shape that we can do it rapid- 
ly this afternoon. There is an inquiry 
I can make in connection with the 
same matter that will take a minute 
or two. You remember a third deed 
of trust under which there was an 
issue of five millions? A.—Yes. 

Q.—And you are interested in bonds 
issued under that. I do not want 
to go into that in detail. A.—What 
is the date of the deed of trust? 


Q.—The 14th June, 1904. You had 
transactions in August? A.—My re- 
collection is that the three million 
deed of trust was replaced by the 
five million deed of trust, and that 
we did arrange to take a certain 
amount of bonds under that last deed. 

Q.—The point I want to ask you 
about is this; you will remember that 
the provision in the charter recited 
in the earlier trust deeds was that 
the bond issue was authorized up to 
75 per cent. of the paid-up capital ? 
A.—Yes. 

Q.—Now this company’s capital 
paid up never exceeded six millions 
of dollars, did it? A.—I think not. 

Q.—And this was a five million dol- 
lar issue? A.—Yes. 

Q.—That is more than 75 per cent., 
of course. Can you explain that? 
A.—There are two points; first of all, 
I rather think they got their charter 
changed by an amendment. i 

Q.—This recites the same section 10 
that is recited in the other, but it 
does not say what it authorizes. A. 
—And in the next place I doubt if 
five millions were outstanding; 75 
per cent. of six millions would author- 
ize four and a half millions. I doubt 
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if more than that is outstanding. We 
trusted these points to our lawyers. 

Q.—The interesting Qguestion is 
whether or not there was any amend- 
ment to their powers? A.—I think 
there was. 

Q.—We will ascertain that. You 
need not trouble further about that. 

(At 12.30 adjourned to 2 o'clock.) 


AFTERNOON SESSION. 


THOMAS B. MACAULAY, examin- 
ation resumed by MR. SHEPLEY. 

Q.—What have you brought? A.— 
I made a memorandum and left it 
down at the office, but I can get along 
without it. 

Q.—What have you got for us in 
the recess with respect to these deal- 
ings? A.—I can go through the 
whole thing if you like. 

Q.—I will check you if you go too 
fast? A.—The second loan that we 
made to the Shawinigan Company was 
one of $100,000. 


Q.—Would you let me take that 
statement so that I can readjust my 
own ideas from that statqment by 
what you are now telling us. The 
second loan was one hundred thousand 
dollars? A.—One hundred thousand 
dollars. I made a memorandum and 
I must have left it at the office after 
making it, but still I know it. May 
27th, 1903, $100,000, paid in instal- 
ments as follows: $10,000, May 27th, 
1903. 

Q.—That is the day you lent it? 


JUDGE MacTAVISH: Q.—The loan 
was advanced in instalments? A.— 
Yes, paid by us, that is, advanced by 
us in instalments. $10,000 May 27th, 
1903; $10,000 June 2nd, 1903; $20,000 
July 2nd, 1903; $20,000 August 4th, 
1903; $20,000 September Ist, 1903; 
$20,000 October Ist, 1903; making a 
total of $100,000, bearing interest at 
six per cent. secured by the tempor- 
ary bonds of the company of sufficient 
amount that we only advanced 90 per 
cent. of the amount, and with that 
we got a stock bonus of fifteen thon- 
sand dollars. 

MR. SHEPLEY :—Q.—Can you tell 
me the face amount of the bonds you 
received? It would be about$110,000? 
A—$111,000 it would be—at least I 
think so. 


Q.—And the bonus stock was how 
much? A.—$15,000. 
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Q.—That is that transaction? A.— 
Yes. 

Q.—That was on the 27th May? A.— 
Yes 

Q.—Now the next one—you will con- 
sider, unless you tell me to the con- 
trary, that I am assuming that in 
other respects the terms of these loans 
were the same as you have given us 
with regard to the $250,000; that is 
you {are absolutely entitled to the 
bonus stock? A.—Yes. 

Q.—That you took notes? A.—Yes. 

Q.—And that the bonds were held as 
collateral to the advances made, I un- 
derstand? A—Exactly. 

MR. LANGMUIR:—Q.—Renewable 
every four months? A.—The notes 
were due, all of them—these notes 
were all of them due on November 2nd, 
1903. The terms of the duration of 
no‘es were different, but in other re- 
spects they were identical. That made 
a total that we advanced to the com- 
pany in the two loans of $350,Quu. 

MR. SHEPLEY :—Q.—Let me re- 
adjust this please? How much do you 
say? A.—$350,000. There was an 
amount of accrued interest which came 
to $6,500, and that was capitalized 
at the same time. 

Q:—That is one’ of the’ things I 
wanted to find out? A.—That you have 
seen an item of, $6,500, bringing the 
total amount we had advanced up to 
$356,500. 

Q.—Upon what loan was that inter- 
est in default?A.—It was not in de- 
fault, but it was by mutual agreement 
capitalized. 

Q.—What loan was it? A.—On the 
first loan of $250,000; 1f I remember 
right, there was more than that. That 
was not the whole amount. They paid 
part and cap:talized part. 

Q.—Wait till we adjust that, so 
that upon the record we will have the 
adjustment with this before us. Your 
first loan was $250,000? Your second 
laon was $100,000. Capitalized interest 
on that loan $15.000, making a total 
of $356.500? A.—That is right. 

Q.—And upon this sheet that ap- 
pears in two sums, the second sum 
being an assembled item? A.—Yes. 

Q.—125,000 half of the first loan, 
and $231,500 being the other half of 
the first loan, the whole of the second 
loan and the capitalized interest? A. 
—Yes, the division being made accord- 
ine to the calendar years, the dif- 
ference in amounts advanced in one 
calendar vear and another. 

Q.—I think I explained that; this 
is an assembled item of the transac- 
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tions for the year aleng to December? 
A.—Yes. 

Q.—What bonus stock have you told 
us of up to the present time? A.— 
$125,000 on the first loan, is that 
right? A—Yes. 

ye the second loan $15,000? A. 
—Yes. 

Q.—And then what other bonus stock 
‘had you? A.— We have gone a little 
bit ahead. When the whole$350,000 
came due, they asked to have this re- 
newed, because times were very bad. I 
have their letter asking for it. 

Q.—That would be in what year? 
‘That would be in Nevember 1903, you 
were apparently making both loans 
fall due finally after allowine for ex- 
tens‘on, on the same date, second Ne- 
verber 1903? A.—Yes, they all ma- 
tvred at the same time, and the whole 
$350,C00 then became due, together 
with a capitalized interest of $6,500. 
‘We then agreed to renew $150,000 out 
of the $350,000 together with a capital- 
ized interest of $6,500. makine $156,- 
500 on condition that they would give 
us a bonus stock of ten per cent. over 
and above the interest. and in that 
way we got another $15,700 because 
the half share could not be divided we 
got $15,700 more on stock. 

Q.—That was in November 1903? 
At that time both loans came due? 
Ae Vee: 

Q.—And vou agreed to renew $150,- 
‘000, plus the $6,500 of capitalized in- 
terest? A.—Yes. 

Q.—They paying up the balance? 
A.—No, the balance was taken over 
by the Merchants Bank of Canada 

Q.—At all events, you were to be 
paid the balance? A.—We were paid 
the balance in November, the Mer- 
chants Bank stepping into our shoes 
November Ist or 2nd, 1903, that gave 
$15,700 more. 

Q.—Renewed $150,000 of both loans, 
plus capitalized interest and received 
‘$15,700 bonus stock? A.—Yes. 

Q.—The Merchants Bank stepping 
into your shoes as to the balance of 
the loan! that would be $200,000? A. 
— Yes. 

Q.—And taking over the securities? 
A.—Yes. 

Q—Not of course interfering with 
your ownership of the bonus stock? A. 
—No. In March of the following year, 
1904, we took from the Merchants 
Bank,—we paid the Merchants Bank— 
stepped into their shoes again and be- 
came the lender—lent again $200,000 
to the Shawinigan Company, and as 
the Merchants Bank was entitled to 
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ten per cent. stock bonus, in the same 
way as we had got ten per cent. upon 
the $157,000. We got $17,500—they 
were entitled to $20,000, on the $200,- 
000, but as the term had: not run we 
made a stipulation that they should 
turn over to us $16,500 out of the 
$20,000; so that that gave us another 
$16,500 of stock out of the $20,000. 

Q.—What became of the balance? 
A.—The Merchants Bank kept it. 

Q.—The Merchants Bank kept that ? 
A.—Yes, certainly. 

Q.—You did not get the $20,000? 
A.—_No. The $200,000 was divided be- 
tween the Merchants Bank and our- 
selves. 

Q.—Youn got part? A.—Yes. 

Q.—$16,500 ? A.—Yes. They got 
three thousand five, and we kept six- 
teen thousand five hundred. 

MR. LANGMUIR: Q.—Did you re- 
quire any money or overdraw your 
account in order to make that $356,- 
00) investment? A.—Not at the time 
we made it. At the time we made it, 
we were in comfortable funds, but when 
the close of that year came in 1903, 
we were at that time quite 

Q.—In funds? A.—No, in the be- 
ginning of the year we were in funds, 
but at the close of the year we were 
not in funds, and that is why we sug- 
gested to the Merchants Bank that it 
would be a convenience to us if they 
took it off our hands, and they took 
it off our hands, and in March when 
we were in funds again we took it 
back. 

Q.—I will have to ask you about 
the dealing you had later on, but in 
the meantime I want to clear up the 
question of the bonus stock. What 
other bonus stock did you get? A.— 
Tn connection with the Shawinigan P 

Q.—Yes? A.—That is everything I 
think . . 

Q.—You have given me $125,000? 
AY Y 68. 

Q.—$15.000 on the second loan, 
then another $16,500? A.—And $15,- 
700. The amounts we have received 
are $125,000, $15,000 and $17.500. 

Gr Ves, have thatr A.—And 
$16,500 out of the $20,000. I think 
that totals it up. 

Q.—That makes you see $32.200, and 
I think vour books show $25.700? A. 
—We will see. I do not think so. I 
think vou will find they are all richt. 

Q.—Page, 415 ‘of, this. book?) . A.— 
The amount that we have is °$172,- 
200. 

Q.—Let me look at that. That is 
because you had parted with some- 
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thing? A.—That is just the $3,500 
the Merchants got. 

Q.—That is just a cross entry? A. 
—That is all there is about that. 

Q.—$62,500, $31,300, $31,200, which 
makes the $125,000. Then $15,000, 
then $35,700, of which $3,500 is taken 
off A.—That includes $15,700 of 
the $20,000, out of which the Mer 
chants Bank had to get their $3,500, 
which is mentioned here, leaving that 
exactly as I said. 

Q.—That is what I did not under- 
stand. It is quite plain when you 
explain it of course. What is this 
book? A.—Bond and stock ledger. 
Q.—You appear as the transaction 
is recorded in this book, at page 415, 
to have got the whole of the $20,000 
from the Merchants Bank? A.—The 
stock was not given till the loan was 
paid off, and as we at that time 
owned it we got the whole of it, and 


we had to transfer the $3,500 to the - 


Merchants Bank. 

Q.—That left you with a holding of 
$172,200 instead of $175,500, which you 
would have had if you had retained 
the whole of the $20,000? Ave x- 
actly. 

Q.—Have you explained to us in 
what you have said with regard to the 
scarcity of money at the time of the 
transaction with the Merchants Bank, 
have you stated to us all there is to be 
said with regard to that transaction ? 
What was the reason why you stepped 
into the position of the Merchants 
Bank? A.—At the end? 

Q.—Yes. A.—When we made this 
loan to the Shawinigan Company 

Q.—Which loan—because you made 
two? A.—Both, all these loans. They 
were arranged to be due in November, 
1903, and we had been assured by that 
company in the strongest terms, that 
we could rely upon that money being 
paid off at that time, and we had told 
them—I remember telling them very 
positively that we could not make this 
loan unless we could absolutely rely 
on getting this money. If the Commis- 
sioners will remember, at that time it 
was just the time of the hardest crisis, 
th: money crisis, the money tightness, 
and the Shawinigan Company to our 
surprise came to us and just said that 
they had calculated on furnishing this 
money by selling their bonds, and that 
the bond market on account of the 
tightness of the money was very poor, 
and that it would be almost impossible 
for them to sell their bonds at that 
particular time, and that therefore 
they could not pay us, and they asked 
for a renewal. We wrote them, I have 
a copy of the letter here, insisting 
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upon it, that we were sorry to press 
them, but that we would have to. Un- 
der date November 4th, 1903, I wrote 
the Secretary a letter, I do not know 
whether it is worth while reading it. 

Q.—Let me see it and I will say 
whether I think it is necessary. (Let- 
ter handed to Counsel). I think that 
is important. It is dated 4th Novem- 
ber, 1903, to Mr. Eldrid, the Treas- 
urer of the Company. ‘‘I am exceed- 
ingly sorry to inconvenience you in 
any way, but I am under the painful 
necessity of saying that we really must 
press for the payment of the notes of 
the Shawinigan Power Company of 
November last (reads letter).’? That 
was because you really needed the 
money? A.—Exactly. 


Q.—You could not afford to let the 
money stand out? A.—We did not 
want to be overdrawn at the end of 
the year. 


Q.—That of course is obvious? A. 
—Yes (Letter Exhibit 597). 

Q.—And you had calculated your 
position so closely when you made 
these loans that it was of the essence 
of the thing, it was vital that you 
should get the money when it was 
due? A.—It was extremely import- 
ant. 

Q.—Would you not say it was vital? 
A.—Vital is a very strong word. 

Q.—I meant it to be a strong word. 
IT meant it to be just as strong as your 
letter? A.—I meant everything that 
I said in the letter. 

Q.—It was vital? A.—Vital to 
what? It is a very strong and very 
indefinite word. 

Q.—It is not indefinite at allP A. 
—Vital to the company? 

Q.—Yes? A.—To the company’s 
lifeP 

Q.—No, the Company’s position, 
the Company’s standard, the Com- 
pany’s position in the eye of the De- 
partment and in the eyes of the 
world? A.—It was very important 
to this extent, that if they did not 
pay that off we would probably be 
overdrawn at the end of the year. 
That is all there is to it. 

Q.—Overdrawn to that extent? A. 
—I forget whether we were absolutely 
overdrawn or not. I would like to 
see the book at the end of the year. 

Q.—It is important enough you 
should fortify yourself by reference 
to the return. There is the return 
for 1903? A.—We had cash in banks 
at the end of 1903 amounting to 
$145,000, so that we would have been 
overdrawn, not to the amount of 
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$200,000, but we would have been 
overdrawn. 

Q.—Overdrawn to the extent of the 
difference between the $200,000 and 
that? A.—Yes. 


Q.—Now, in respect of your reports. 


or your return to the Government 
aS an insurance company, to what 
degree do you deem it to be of im- 
portance that you should not show 
an overdrawn bank account? What 
degree of importance do you attach 
to showing a bank account with 
something in it? A.—It is a matter 
of sentiment and appearances only. 

Q.—Then do you attach any im- 
portance to it? A.—Oh yes, senti- 
mental importance. 

Q.—And you say it is a matter of 
appearances too? A.—Yes, because 
agents of other companies might say, 
‘Why, that company is overdrawn,”’ 
or something of that kind. 

Q.—Is it desirable in your view of 
things that it should not appear that 
you have made investments in ad- 
vance of having funds to make them 
with? A.—No, we are not very par- 
ticular about that. With educated 
informed people we do not care who 
knows about it. 


Q.—I do not want to draw down 
any observation about the depart- 
ment, but I suppose they are educated 
there? A.—So far as the department 
Is concerned, we do not care a snap 
of the finger whether we are over- 
drawn or not overdrawn. 


Q.—As far as the shareholders are 
concerned? A.—As far as the share- 
holders are concerned we do not care 
a snap of the fingers. 


Q.—Whom do you care about? A. 
—The general public who do not know 
enough and are not posted enough. 

Q.—The possible insuring -public? 
A.—Perhaps so—the general public. 

Q.—The general public whose re- 
lations towards you you desire to be 
one best possible description? A. 
—Yes. 

Q.—Let me approach it from an- 
other standpoint, or let me ask you 
to approach it from another stand- 
point. Is it fair to sav that you 
would not like to disclose such a large 
investment as this at the end of the 
year with an overdrawn bank account, 
such a large investment as this in an 
enterprise of this kind? A.—Absol- 
utely no foundation for that. 

Q.—No foundation for that at all? 
A.—Absolutely none. The amount 
of the investment was not considered 
by us in any way excessive, and there 
was not a factor to be considered, ex- 
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cept we did not wish to show an over- 
drawn bank account at the end of 
the year for the sake of the general 
public who would not know the facts, 
and that is all. 

Q.—Then at the time of financial 
stringency such as that was, you 
would not think it desirable or you 
would not think it undesirable that 
the public should be aware of your 
having so much money locked in an 
enterprise of this kindP A.—Not the 
very slightest. 

Q.—The work was not then com- 
pleted. The works were still going 


on? A.—The Shawinigan Company 


was in such a condition that its bonds 
were looked upon by everybody as ex- 
cellent security. 

Q.—The process of completion was 
not at an end. The works were still 
going on? A.—The extensions were 
going on, but the works were in full 
running order. They were in the 
same position as a large factory build- 
ing a wing. But that is not like a 
new thing, and they had if I remem- 
ber right, an actual engagement. 
There is no doubt—I think I am 
positive on that point—that the works 
had gone so far that a big banking 
company in New York had agreed to 
buy all their bonds. 

Q. But you had these bonds that 
you told us of? A.—We had the tem- 
porary bonds which were to be paid 
off out of the sale to this banking 
firm, Farson, Leach & Company. I 
may say we had nothing to be asham- 
ed of in the investment, not the slight- 
est, either in its amount or character. 


Q.—I am not suggesting you are 
ashamed of it, I am trying to account 
for your urgency to have it naid off. 
Were you parties to the arrangement 
made with the Merchant’s Bank? A. © 
—Yes. 

Q.—You assisted in bringing about 
that arrangement? A.—Yes. 

Q.—And was it understood by the 
Merchant’s Bank, that in March 
thereafter you would step back again 
and take the security over? A.—It 
was understod that if they wished us 
to do so, it was optional on their 
part. 

Q.—That is, if the Merchants Bank 
wished it? A.—Yes, we would repur- 
chase those securities. 

Q.—Was a time fixed? Is there a 
contract about it? A.~Yes—not a 
contract, but correspondence. We 
agreed that if the Shawinigan Com- 
pany should not pay the amount of 
their note at maturity, that we 
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authorize you to hand over—no, no, 
that is not it—“‘If the Shawinigan 
Company shall pay the amount of the 
said note at maturity, we authorize 
you to hand over the said above men- 
tioned bonds to them, but if the said 
note be not paid at maturity, the said 
bonds are to be returned to us on our 
paying the amount of the loan and 
interest. 

Q.—Is that the only letter on the 
subject, or are there a series of let- 
tersP A.—No, I have told you the 
whole thing. 

MR. LANGMUIR: Q.—yYou created 
a liability by that letter? A.—Yes. 


MR. SHEPLEY: Q.—You intended. 


to become, as you did become, re- 
sponsible to the bank for the payment 
of the advances? A.—Yes. The bank 
was made sure they would get their 
money. 

Q.—Made sure by you? A.—Yes. 

Q.—And in assuming your position 
as you say they did, to the extent 
of $200,000, it was quite understood 
that, if anything happened, that the 
Shawinigan Company did not pay 
when the note became due, that you 
should step back where you had been 
before? A.—Yes. 

Q.—What other document is that 
you have? A.—Here is a letter which 
was given to us dated 19th November, 
1903, from the Shawinigan Company, 
addressed to the Sun Life Assurance 
Company. (Reads letter.) 

Q.—We will put that together; is 
there any other document necessary 
to complete that? A.—No, I think 
not, except the statement 

Q.—No other document? <A.—No, 
that is practically everything. (Docu- 
ment Exhibit 598.) 

Q.—That evidences the arrangement 
that was made? A.—Yes. 

Q.—Then practically the arrange- 
ment was that, temporarily at least, 
or only temporarily, unless the Shaw- 
inigan Company was able to pay, and 
nobody expected it would be A.— 
I beg pardon, we fully expected—we 
did not look for any further trouble— 

Q.—Did you think they would be 
better off in March than in Novem- 
ber? A.—Certainly. It was just a 
question of the money market. They 
had an arrangement with those peo- 
ple in New York to take up the bonds. 

Q.—At all events the arrangement 
was practically then as evidenced by 
the documents, that the bank would 
come to your assistance and carry part 
of this loan from November till March. 
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Is that not a fair way of putting it? 
The Shawinigan Company having fail- 
ed to carry out its agreement, to pay 
you the money on the Ist of Novem- 
ber, the bank stepped in and came 
to your assistance, and made_ the 
$200,000 loan till March? A.—Well, 
it assumed that. I would not put it 
in the way of a loan, because it was 
not a loan to us in any shape or form. 

Q.—You had loaned the Shawinigan 
Company? A.—They assumed that 
much of the loan of the Shawinigan 
Company. 

Q.—They assisted you to carry that 
loan till March? A.—I do not like 
that way of putting it. 


Q.—Is that really not the arrange; 
ment in any fair view of it? You 
were aware, of course, that the bank 
made you the direct debtor for the 
money? A.—No, it did not. 

Q.—You are not aware of itP A. 
—No. 


Q.—If you are told that, that sur- 
prises you? A.—It would surprise 
me. 

Q.—That I am told is what was 
done? A.—It is a great surprise to 
me, because we were not their debtors. 

().— Before we meet again, will yot 
satisfy yourself as to the accuracy of 
theater AT “wall 

Q.—Because I do not want it upon 
the record unless it is accurate. A.— 
It would be a surprise to me if the 
bank did it, because if they did it, it 
was wrong, because the Shawinigan 
Company were their debtors and not 
us. We did nothing more than guar- 
anteeing that if the Shawinigan 
didn’t pay we would. ; 

Q.—And take back the security? 
A.—Yes. 

Q.—You had made a loan in re- 
spect of which you had certain securi- 
ties? A.—Yes. 

Q.—And you handed over a certain 
portion of your security to the bank, 
and it advanced you—A.—No, it ad- 
“anaes the Shawinigan Company 
and— 

Q.—Do you say the bank cheque was 
not directly to you? Did it go through 
the form at all of passing through the 
Shawinigan Company? A.—I do not 
know. 


Q.—Find out about that, and find 
out what the dealing was between you 
and the bank with regard to that? A. 
—Mavy I see the letter again? 

Q.—That will not be affected by the 
terms of the letter, I know what it 
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says? A.—‘‘Have agreed to advance 
two hundred thousand dollars to the 
Shawinigan Company.’’ 

Q.—I understand that, but I want 
to find out what was actually done. 
Then we will see what the reality of 
the transaction was, no matter what 
garment of form it may have been 
wrapped in? A.—Whether it was put 
to our credit, or put through the Shaw- 
inigan Company, it was a payment to 
the Shawinigan Company. 

Q.—If you will ascertain just what 
was done by the bank and yourself, 
then we will pierce the shell of the 
document, if we know what the real 
transaction was? A.—But the real 
transaction unquestionably was simply 
this; that the bank assumed $200,000, 
of this amount which was due by the 
Shawinigan Company, the Shawinigan 
Company being their debtors to that 
amount— 

Q.—They not only assumed it, but 
they paid it. You got the money? 
A.—Yes. While they paid, if you 
choose, they paid this much of the debt 
of the Shawinigan Company’s indebt- 
edness, and the Shawinigan Company 
became their debtor to the extent of 
‘$200,000 

Q.—Is the Merchants Bank your 
ordinary banker? A.—Yes. 

Q.—Then it was your ordinary bank- 
er who carried the transaction? A.— 
Yes. 

MR. LANGMUIR:—Q.—Would you 
have been a party to that method of 
doing it had*the 3lst December not 
been so close at hand? A.—No, we 
would not have considered it worth 
while. 

Q.—You would have kept it in your 
books? A.—If the 31st ssecember had 
not been near at hand, we would have 
kept the transaction on our books, 
and been perfectly satisfied to do so. 

MR. SHEPLEY :—Q.—Your books 
show a credit, not to the Shawinigan 
Company but to the Merchants Bank 
of Canada, ‘‘By cash $200,000.’ Is this 
the same thing, August 17th by caxn 
$200,000? Is that it? A.—No connec- 
tion with it. 

Q.—What is that? Ae Loa buts ad 
loan, if I remember right, that we bor- 
rowed from the Merchants Bank. 

Q.—In 1903? A.—Yes, no connection 
with it whatever. 

Q.—Was that money borrowed to 
make this loan to the Shawinigan Com- 
pany? A.—No. 

Q.—Satisfy yourself of that before 
we meet again? A.—The loan was 
made long before that. 
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Q.—You say this has nothing to do 
with it? A.—I am practically positive 
it has no connection in the world 
with it. You charged the Merchants 
Bank on December 31st, 1903, with 
$200,000? I wish you would satisfy 
yourself in regard to that? A.—I can. 

Q.—That is at page 98? The credit 
entry is the 17th August, 1903, by cash 
$200,000, and the debit entry on the 
3lst December to cash $200,000? A.— 
I will find out about that. 

Q.—Then there is another entry— 
please find out about that?September 
28th, 1903, $50,000, and the debit on 
the 6th December, 1903, $50,000. Find 
out what those are? A.—Yes. In the 
year 1903, on account of the Shawini- 
gan Company and some other large 
borrowers who were indebted to us, 
failing to pay up, just on account of 
the hardness of the times, take the 
Shawinigan Company, the security was 
first class. We could have sued them, 
but it would have done no good, but 
through their failing to meet their 
obligation, while we had to meet obli- 

gations we had incurred, we had to 
borrow from the bank in the middle of 
the year. 

Q.—You will ascertain about that 
accurately before we meet again? A. 
— Yes. 

Q.—Proceeding with the transaction 
which was in the following March, 
when the loan came due did you have 
any correspondence with the Bank or 
with the Shawinigian AO Au 
Beg pardon. 

Q.—When the loan became due in 
March, did you have any correspon- 
dence with the Bank and with the 
Shawinigan Company about itP A.— 
On March first we do not seem to 
have had any correspondence with 
the Bank. but we have a_ letter 
from the Bank acknowledging pay- 
ment by us of: $206,115 of the 
note of the Shawinigan Company, 
and discharging us from any obliga- 
tion in connection with it, and trans- 
ferring the securities to us. I would 
like to state right here that the fact 
that the bank was the real owner of 
the note is conclusively true, it seems 
to me by the fact that they got their 
stock pro rata just as the— 

Q.—That is quite consistent with 
what I am urging that the bank was 
assisting you to carry it, and got paid 
out of your bonus stock? A.—If by 
assisting you simply mean thev bought 
under a certain guarantee from us 
some of our securities which they held 
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for several months, not in the way of 
lending to us, but owning these things 
outright for the time, we agree. 

Q.—You did not like to part with 
the securities? A.—No. 

Q.—You liked them? A.—Yes 

Q.—For reasons which you have 
given it was desirable you should not 
be overdrawn? A—Yes. 

Q.—And the Bank took over the se- 
curities, carried the loan till March, 
and then handed back all but $38,500, 
of bonus stock, and got paid by you? 
A.—Yes.—well they relinquished their 
claims to all except that. 

Q.—There was no independent con- 
sideration in bonus stock moving from 
the Shawinigan Company—A.—The 
Shawinigan Company had to pay $20,- 
000 in bonus stock. 

Q.—To you? A.—To whoever had 
been carrying that thing along. 

Q.—That would have been yourself if 
you had been carrying it? A.—Pre- 
cisely. . 

Q.—As the bank carried it a pro- 
portion of the time, they got $3,500? 
A= Exactly: 

Q.—In the correspondence in No- 
vember and the letter you have now 
given me, there was not a word said 
about the bonus stock. Is there any- 
thing between yon and the bank about 
that? A.—Yes. 

Q.—This is from you to the manager 
of the Bank on the 31st December, 
1903. That was after the transaction 
was put through. That corresponds 
very closely with your entry in the 
ledger about the $200,000? Aceh 
would not like to be positive without 
looking at the book, 

Q.—That is followed by the entry 
of $200,000 of debit, 3lst December ? 
A.—I cannot say without looking up. 
I would need to look up the entries to 
see exactly what it was. 

Q.—Is this a typographical error 
where it savs stock bonus of $10,000 
instead of $20,000? A.—That must be 
a typographical error. 

Q.—I read that letter. This is a 
letter of the 30th December from Mr. 
Macaulay to Mr. Ramsay, the Man. 
ager of the Merchants Bank, and this 
makes manifest what Mr. Macaulay, 
has been telling us and the reasons for 
it. (Reads letter). A.—Might I em- 
phasize there ‘“‘that it was intended 
you should get a note of the Shawini- 
gan Company,’’? which I think bears 
out what I am saying. 

Q.—Don’t you think I emphasized 
it enough when I read it? A.—wWell, 
it might not have been understood. 

Q.—Now there must be a letter from 
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him of the 29th December, which I 
would like to see, because this says ‘‘I 
thank you for your favor of December 
29th.’? Perhaps you had better make 
a clean delivery from your pockets now 
and we will find all this correspondence 
at once. A.—Here is a letter and 
here is a copy of the agreement—the 
note. 

Q.—Have you found Mr. Ramsay’s 
letter to you of 29th December? A.— 
I have nothing else. 

Q.—Find. that for me, please, be- 
tween now and the time we meet 
again. A.—I have nothing else ex- 
cept this paper, which I think is of 
no importance. 

Q.—I will arrange these letters in 
chronological order and we will make 
them one exhibit, with the under- 
standing that the other letters, when 
they come, will be put in their proper 
place. (Exhibit 598). A.—tThere is 
no misunderstanding, I think we will 
probably agree what it is. 

Q.—I do not think we will have the 
slightest misunderstanding about any- 
thing. I do not intend that we shall. 
Make a note of the letter from Mr. 
Ramsay to you of the 29th December. 
A.—That has been done. 

Q.—This loan had to run in the bank 
6 months, that is until the 19th May. 
A.—I think so. 

Q.—Your letter said so. A.—Yes, 
that is my impression. 

Q.—And the note which you have 
given me. A.—I will look at it and 
then I can answer positively. That is 
my recollection, but I would like to be 
positive. 

Q.—The note bears date the 19th 
November, 1903, and is payable 6 
months after date for $200,000. A.— 
That is right. 

Q.—Payable to your order and en- 
dorsed by you, to the Merhants Bank? 
A.—Yes. 

Q.—You endorsed the note? A.— 
Yes. 

Q.—That did not come due until 
the 19th or rather the 22nd May. Now 
you paid it off on the Ist March. A. 
Yes. 

Q.—Why was that? Aly don’t 
remember really how it happened to 
be done. I cannot tell you. If there 
is anything in the correspondence? 

Q.—I will try to help you out. On 
the 1st March Mr. Ramsay writes to 
you, ‘‘We acknowledge to have re- 
ceived pre-payment from you to-day 
of a note for $200.000 and interest, 
making together $206,115.10, of the 
Shawinigan Water and Power Com- 
pany, dated 19th November, and pay- 
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able 6 months thereafter to the order 
of your company. You are consequent- 
ly further discharged by us_ with 
respect to your relative undertaking 
of 28th December last, and the bonds 
referred to therein are now at your 
disposal.”’ That gives you another 
document to look for, your undertak- 
ing of the 28th December. ‘‘Yours of 
the 28th’’ is not here, unless this is 
it. There is no date to this. A.—I 
can look it up and see if there is any- 
thing. I am not positive, but my im- 
pression is, as you will notice it says 
‘‘pre-payment.’’? We did not pay be- 
cause it was not paid by the maker. 
We paid some months before it was 
due and my impression is that by that 
time we were in funds and we thought 
this was as good an investment as we 
could get and we reinstated ourselves 
so as to get as large a proportion as 
possible. I won’t be positive, but I 
think that is it. 


Q.—Do not let us get that down if 
jt is wrong, because apparently on the 
Ist March, 1904, you borrowed the 
$200,000 from the Merchants Bank at 
5 per cent. A.—Even then we would 
make the bonus, 


Q.—It is standing out on the loan 
at 6 per cent. so you would make 1 
per cent. on that. A.—And the bonus. 


Q.—Apparently in March, not being 
bound to do so until May, you stepped 
in and paid the note, borrowing $200,- 
000 from the Bank for the purpose of 
doing so. A.—Yes. 


Q.—You got back the note, got back 
the stock all but the $3,500, although 
the Bank was to carry it for that 
$3,500 until the following May. A.— 


No sir. 


Q.—Why? A.—Because they would 
not have got as large an amount. 

Q.—That depends on the terms of 
the letter which we have not got. A. 
—I think the letter you read shows 
that. My letter states, does it not? 
It says, in proportion to the terms. 

Q.—We will see whether we can eke 
it out from this. I don’t think we 
can. <A.—I did not know that this 
matter was coming up. 


Q.—Of course not. I am not blam- 
ing you at all. ‘‘A fair arrangement, 
therefore, I think is to allot to you 
such a proportion of the stock bonus 
as corresponds with the proportion 
which the terms between December 
28th and the date on which we may 
repurchase the note bears to 6 
months.’”? A.—That is it, exactly, and 
the sooner we would repurchase that 
the more bonus stock we would get. 
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Q.—The less bonus stock you would 
have to surrender to the bank. A.— 
Exactly. Therefore it was a good bus- 
iness arrangement for us to repur- 
chase that as quickly as possible. 

Q.—I think I understand that now, 
but I want the rest of the documents, 
of course. A.—If I had known you 
wanted them I could have had them 
hunted up at noon. 

Q.—You will do that, please, be- 
tween now and the time we assemble 
again. Then what was the next tran- 
saction you had in Shawinigan? A. 
—They paid off those loans on the 
following dates: August 8rd, 1904, 
$1,600. Another payment on the 
same date, $249,900. September 30th, 
$5,550. Another payment on the same 
date, $99,450. Totalling up the whole 
amount, I think. 

Q.—$356,500. A.—That is the cor- 
rect amount. i 

Q.—That is the total amount with 
the capitalized interest. That was paid 
off on those datesP A.—Yes. 

Q.—How did they find the money? 
A.—It is very hard for me to remem- 
ber, but I think they got the money 
from the sale of their bonds. I am 
not absolutely certain. 


Q.—You seem to have got some 
bonds from them or from somebody 
in August and September? A.—If I 
appear to be rusty on these things 
{ can only apologize. I cannot carry 
them all in my mind. 

Q.—Nobody will expect that. So 
long as you have them in your vaults 
it is better than having them in your 
mind. A.—I see how it is. On Sep- 
tember 29th we took over $411,000 of 
their bonds at 85 and interest and in 
that way paid off the loan by becom- 
ing owners of the bonds. 


Q.—My record is in two sums; one 
in August of $294,000, the other in 
September of $117,000. That makes 


the $411,000 you are speaking of. Is 
that rightP A.—Yes. 

Q.—What bonds were those? Were 
those what you were holding as secur- 
ity? A.—No, I think not. They were 
the permanent bonds. 

Q.—In other words you purchased 
the permanent bonds to the face value 
of $411,000? A.—That is right. 

Q.—Becoming absolute owners of 
them? A.—That is right. 

Q.—And the purchase money went 
pro tanto in discharge of this $356,- 
500? A.—Correct. 
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MR. LANGMUIR: Did you pur- 
chase these bonds from the New York 
house or direct from the Shawinigan ? 
A.—We purchased them direct from 
the company, and then the New York 
house had an option to sell these bonds 
and we sold them on May 18th, 1905, 
to that New York house at 90 and 
interest and made five per cent. profit 
on the whole thing, over and above 
the stock and everything. 

MR. SHEPLEY: Q.—There was no 
bonus stock on that transaction? A. 
—No. 

Q.—You have told me of all the 
bonus stock you ever had? A.—Yes. 

Q.—Then you got in connection with 
these loans and you never got any in 
connection with your purchase? A. 
—No. 

Q.—That $411,000, when you came 
to purchase these bonds, was that. all 
you had invested? Did that cover 
your original investment of $100,000? 
A.—The original investment was re- 
deemed in cash of $100,000. We got 
that paid off at 105. 

Q.—You told me that, I think. That 
was paid, when? A.—That was paid 
off August 2nd, 1904, at 105 and in- 
terest. 

Q.—That would be the same time 
that you were paid off your loan, 
wouldn’t it? A.—wWell, a little be- 
fore. We were paid off the loan in 
August and September, and this was 
the 2nd August. It was around the 
same time but a little earlier. 

Q.—Don’t you think that probably 
the money you got for these bonds 
came out of what you paid for the 
new issue of bonds? A.—No, because 
what we got for a new issue of bonds 
was needed to pay off what they owed 
us on loans. 

Q.—Yes, you are quite right about 
that. I did not observe that for the 
moment. When you said at ‘85 and 
interest,’? what did you mean by in- 
terest? A.—That is the accrued inter- 
est on the bonds. 


Q.—You were to pay 85 per cent. 
and get the interest? A.—EKighty- 
five and the portion of the accrued 
interest, because the coupons would 
be attached. 

Q.—You were to apportion the in- 
terest from the last gale day up to 
the time you purchased and they were 
to get that part of it? A.—From the 
last what day? 

Q.—The gale day, I called it. The 
last interest day. A.—Yes, from the 
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last interest day, up to the date of 
purchase. We obtained that and turn- 
ed round and sold them on the same 
terms, only the price was 90. 

Q.—What did you get on the $100,- 
000? <A.—105 and interest. 

Q.—And when you sold the $411,000 
you got how much? A.—90 and in- 
terest. ; 

Q.—The $411,000, of course, were 
part of the issue of five millions under 
the third trust deed? A.—That is my 
recollection. 


(.—Of course no such sum was pos- 
sible to issue under either of the 
others. Then, one other matter about 
the Shawinigan Power Company. I 
want you to show us, so that we will 
have it on the record, the way iin 
which you made your entries of this 
bonus stock. On page 415 (stock and 
bond ledger) you have these entries: 
‘“March 27th, 1902, to cash, $62,500.’ 
Under the heading ‘‘Par Value.’’ 
‘‘Balance $62,500.”’ And then under 
the heading ‘‘Account value’’ ‘‘Debit 
$1, and a balance of $1.’? That is, 
you put down the par value, and you 
put it down as having a value in 
account of $1. A.—yYes, that is right. 
The $1 is put in simply for the pur- 
pose of keeping track of it. If there 
was no value we might lose sight of it. 

Q.—On the same date two sums of 
$31,300 and $31,200, making the total 
balance $125,000, and that carried 
out at two sums of $1 each and a bal- 
ance of $3? A.—Correct. 

Q.—On May 21st, $15,000 par 
value; balance $140,000. Account 
value $1. Balance in account value 
$4.. On 3lst December $35,700 par 
value; balance $175,700. Account 
value, debit $1; account value, bal- 
ance $5. March 10th, 1904, a credit 
by cash $3,500 under the heading par 
value, reducing the balance to $172,- 
200. Under Account value $1 in the 
credit column, reducing the balance 
to $4. So that this holding of $172,- 
200 of bonus stock is carried in an 
account value at $4? A.—Yes. 

Q.—And I think did not figure 
in your returns to the Government? 
A.—For reasons— 

Q.—For reasons which were dis- 
cussed pretty fully between you and 
the Department? A‘—It did not 
figure until 1905, but it was sold in 
1905. 

Q.—When sold in 1905 it came in 
as a realized investment? A.—Yes. 
I may say that we sold that and got 
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193, simply for the reason I mention- 
ed, that we thought it desirable on 
some of these things. Whereas if we 
had held on to it we would have sold 
it at 37. It is another illustration 
that it is not wise to sell these things 
fast, but we thought we would show 
that these things had some value by 
selling some of them. 

Q.—And if it had gone below par 
there you were? A.—Yes, but when 
it comes to dealing with public utility 
things like traction and public light 
‘companies. the chance of ever going 
down is very slim. 

Q.—Now, had you yourself, person- 
ally, or had any other director to 
your knowledge, or had any firm or 
corporation in which you or any of 
your co-directors were interested, any 
interest in the Shawinigan Company’s 
bonds or stocks other than what we 
have been discussing here? A.—I 
certainly have not a dollar; the com- 
pany certainly has not had a dollar 
of interest in it apart from what I 
have mentioned; and so far as I know 
none of our directors have, although 
T say that with a little reservation 
because I am not certain that one of 
our directors has not had something 
to do with it, but if so it cannot be 
very large. 

Q.—You yourself, personally, have 
not? A.—Not a cent, and never did. 

Q.—And were you not either solely 
or jointly with others interested in 
any of the bonds or stocks? A.—In 
no shape, manner or form at no time. 

Q.—And you do not know that any 
of your directors have, with the pos- 
sible exception of one? A.—No. And 
that director, if there is anything, 
it is only as a side issue. I only hap- 
pened to discover accidently that he 
has anything to do with it, or at 
least to think that he has. 

Q.—Are you on terms to ask him 
for the information, to be given to 
me and not used if not material? A. 
—— VAG, 

Q.—We will not mention his name 
if it is not necessary? A.—I am cer- 
tain that no director has any interest 
of any size in the company. The 
President tells me I can sav positively 
he has not and never did have. I 
knew that. I may say that it is only 
to-day that I heard this thing that 
made me think that one of our di- 
rectors possibly had. This morning I 
would have said positivelv. no, but 
from a little thing I heard at noon 
T think it is possible one of our di- 
rectors did have. The only founda- 
tion for that remark is that at Junch 
hour one of our directors showed me 
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a statement and said, ‘The Shawini- 
gan is doing splendidly, look at it.’’ 
From that I would infer that pos- 
sibly he has. Beyond that I do not 
know anything. 

Q.—Then I will make an exhibit of 
certain correspondence between your- 
self and the Shawinigan Company, 
and there is something from the Na- 
tional Trust Company as well with 
reference to the Shawinigan Power 
Company as well. The letters com- 
mencing on the 28th October, 1902, 
and running down to 19th Novem- 
ber, 1903. They are arranged chrono- 
logically and I put that in as an in- 


dependent exhibit (No. 599)? A— 


I found out about the amendment to 
the charter. The company has in the 
meantime had its charter amended so 
that it is now legally authorized to 
issue bonds to the amount of 5 mil- 
lion dollars instead of three-quarters 
of the capital stock. 

Q.—You did not get a reference to 
the statute? A.—It was promised 
iy given to me but it has not come 
yet. 

Q.—Perhaps you will have it sent 
to me when you get it, so that I can 
have it and look it up before we come 
here again? A.—Yes. The director 
that I spoke of happens to be in the 
room. I did not know.it. He sends 
word to me that if he is the directo1 
I am thinking about he has had no 
interest in it at all, in no shape, man- 
ner or form. He is the director I was 
thinking about, so that now I can say 
positively that no-director has had any 
interest to the best of my knowledge 
and belief. 

Q.—I do not think I will keep theset 
papers now; there is first something 
in the nature of a prospectus, ‘‘the 
Shawinigan Water and Power Com- 
pany, its property and plant.’’? Then 
there is the charter; the deed of trust 
relating to the million and a half 
of bonds: the deed of trust relating 
to the three millions of bonds; the 
deed of trust relating to the 5 mil- 
lions of bonds. Those were given to 
me in the docket, as Mr. Macaulay 
calls it, and IT want the docket mark- 
ed but I will return it to him now. 
(Exhibit 600). Mr. Macaulay of course 
will understand that that 7s to be fur- 
nished to us whenever we want it. 
Then vou will bear in mind. Mr. 
Macaulay, the hunting up of the ad- 
ditional correspondence? A.—Yes. 

Q.—Now, vour Honors. the next 
subiect that I take up will be Jenethv, 
and as we separate to-dav and some 
of the persons concerned in the in- 
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quiry have a distance to go, I do not 
offer your Honors any further evi- 
dence at present? A.—I have just 
received this copy of the amendment. 
Q.—I will put that in the docket 
Exhibit ‘600... This tisau4icd Vis, 
Cap. 81’’ and the Section is ‘‘Section 
2’? which gives a new section 10. A 
Quebec Statute, of course? A.—I 
would like to interject, and we have 
been talking so much about the Shaw- 
inigan Company, the net result of 
our dealings with the Shawinigan 
Company is that over and above full 
interest we have made a profit of 
about $42,500 besides getting every- 
thing paid off and full interest. 
MR. KENT: No one is complain- 
ing of that, I suppose, Mr. Macaulay ? 
JUDGE MacTAVISH: No, but 
that is a good statement to make just 
at the adjournment. The adjournment 
will be until next Tuesday morning, 
at an early hour, Mr. Shenley? 
MR. SHEPLEY: Shall we say 12 
o’clock, as we commenced this week at 
twelve? I do not think that will do 
otherwise than facilitate; I think we 
will make more speed if we have a 
little more time to prepare. 
JUDGE MacTAVISH: 
morning, then at 12 o’clock. 


(At 3.30 on Wednesday, 17th Oc- 
tober, 1906. adjourned to Tuesday, 
23rd October, at 12 noon.) 


Tuesday 


EIGHTY-NINTH DAY. 
MORNING SESSION. 
Montreal, October 23rd, 1906. 


THE SUN LIFE ASSURANCE COM- 
PANY.—Continued. 


Present : Commissioners Messrs. 
Langmuir and Kent. 

MR. LANGMUIR: As the train on 
which Judge MacTavish is coming 
from Ottawa is late, I think it would 
be better to adjourn to two o’clock, 
if that will suit the convenience of 
those present. We can accomplish 
very little between now and the hour 
of adjournment. What do you say, 
Mr. Shepley? 


MR. SHEPLEY: It seems to me 
that, as everybody of course concern- 
~ ed in the inquiry is busy, it would be 
a pitv to wait here. We might wait 
only five minutes and we might wait 
half or three-quarters of an hour. It 
is now a quarter past twelve and it 
ig so uncertain how much longer it 
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will be before Judge MacTavish ar- 
rives that I think it will be prudent 
to adjourn now. 

MR. LANGMUIR: What does Mr. 
Kent say? 

MR. KENT: I think that will be 
the better way. 

MR. GEARY: TI think for the 
reasons suggested by Mr. Shepley that 
the better course would be to adjourn 
now. : 

(The Commission then adjourned till 
two o’clock.) 


AFTERNOON SESSION. 


T. B. MACAULAY, Examination 
resumed b 

MR. SHEPLEY: Q.—tThere were 
two or three little matters that you 
were good enough to say you would 
look up in the interim. One of them 
—and I thought you were going to 
get me a statement upon that—was 
that Beaudry interest? A.—Yes. 

Q.—Is that in order now? If it is 
we will take it up now, and if it is 
not we will go on with something 
else? A.—We can get that now. 

Q.—It is ready to be given to us? 
A.—I have not looked it up myself, 
but it can be turned up at once. 
Here it is. =) 

Q.—What book is this? A.—This 
is the schedule of mortgages. 

Q.—What does this indicate? A.— 
This indicates that on the 3lst De- 
cember, 1901, there was $25,960.97 of 
interest due—past due—upon_ the 
Beaudry mortgage, and $6,672.19 of 
accrued interest. 

Q.—What difference do you make 
between interest due and interest ac- 
crued? A.—One is past due and one 
is interest due but not yet overdue. 

Q.—You mean accruing interest? 
A.—Yes. 


Q.—That is taken from a book eall- 
ed schedule of mortgages? A.—Yes. 

Q.—Of the Sun Life Assurance Com- 
pany? A.—Yes. 


Q.—Have vou ascertained at what 
date the foreclosure took place? 
Where did this book come from be- 
fore. you brought it in? A.—It. is 
furnished us by the Insurance De- 
partment but kept by us, and furnish- 
ed to them whenever they want it. 

Q.—And it is supposed to be kept 
written up in all its details from time 
to timeP A.—Yes. 


Q.—The book itself being kept by 
the company but furnished by the 
department? A.—yYes. 


INSURANCE. 2881 


SESSIONAL PAPER No. 66 


89th day, October 23, 1906. 


Q.—What about the date of fore- 
closure? Give us the exact date of 
that, and that will dovetail \itself in 
with the entries which we have been 
curious about. The date of this is 
the 18th March, 1902, and this seems 
to be a deed from the sheriff of the 
district in the foreclosure suit? Was 
it to a trustee for the company or to 
the company itself? A.—To the com- 
pany itself. 

Q.—To the Sun Life Assurance Com- 
pany of Canada, the above named 
plaintiffs? A.—Yes. 


Q.—Now, we have the date of that. 
Then it was of course subsequent to 
that that you took the money which 
you had made upon the sale of certain 
other securities and transferred it to 
the credit of this interest? A.—We 
transferred it. We transferred it not 
to the credit of that mortgage but to 
the general credit, just to make up 
for what was dropped out. We did 
not write it in for instance as being 
received. 

Q.—I know you did not write it in 
this book? . A.—No. 

Q.—But what you did was to put 
it on your own book as being interest 
received in respect of this foreclosed 
mortgage? A.—Precisely. May I 
fill that in. Our reasoning is that 
before you begin to talk of profits 
you must first of all provide for all 
losses. When we speak of profits in 
our company, the amount that is re- 
turned 's always net profits, and there 
is no distinction drawn between dif- 
ferent classes of securities. It is not 
profits upon the total investments of 
the company, and we considered that 
we must first of all make good the 
money actually coming to us which 
would be a loss, before we thought of 
making profit. 

Q.—That was fully explained to us 
the other day? A.—yYes. — 


Q.—So that we may go over this 
without the observations I made upon 
it then, that that is always subject 
to this: that in the ordinary system 
of book-keeping which you adopted be- 
fore you adopted this system, you 
showed in respect of every investment 
whether it did make a loss or a pro- 
fit, \i8 athat..not.so? A;—! do. not 
grasp vour point at all. 

Q.—Take any investment, invest- 
ment A or investment B or invest- 
ment C, supposing you made a loss 
on investment A, until you adopted 
this method you would show a loss on 
that individual investment and profits 
on the others: then the loss on the 
one deducted from the profits on the 
other would give you your net pro- 
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fit P A.—I do not think there has 
been any change in our system. It 
has been the same always. 

Q.—It does not appear you have 
ever done anything of that sort until 
you commenced to keep this account? 
A.—Before that we had very few pro- 
fits, because we did not begin to make 
profits till— 

Q.—And when you made losses you 
showed your losses? A.—yYes. 

Q.—You showed your losses in re- 
spect of individual investments? A. 
—Yes, 

Q.—And showed your profits in re- 
spect to individual investments? A. 
—Yes, but the system has been the 
same. There has been no change. 

Q.—It was not until the items we 
were discussing in connection with 
these sales of investments were reach- 
ed in your accounts that you ever 
adopted that system? A.—TI think 
you are wrong on that point. 

Q.—I have not found it? Av) 
have no recollection of any change 
being made in our system at all. 

Q.—You did not carry the amount 
in this case to the credit of the 
Beaudry interest, in your books, into 
this book kept at the instance of the 
government? A.—No. 

Q.—Why not? A.—Simply because 
to do so would have made out that we 
had received it from Beaudry, and 
we had not. ~ 

Q.—And the book in which you en- 
tered it, which you keep of your own, 
would indicate it was money received 
on the Beaudry Mortgage? A.—No. 

Q.—Oh yes? A.—Beg pardon. The 
book indicated it was money we had 
received from the profits on sales of 
securities. which had been applied to 
make good the loss on the Beaudry in- 
terest. 

Q.—We will leave it that way. We 
have been over it before, and I do not 
want to waste time over it. You see 
that the method you have adopted 
makes it possible for you, when you 
have what vou call a windfall or a 
haul by virtue of an advantageous 
sale of certain securities, it makes it 
possible for you to take sums of money 
out of that, and distribute them all 
about wherever vou have made disad- 
vantaveous investments? A.—Yes, and 
properly so. 


Q.—I do not say properly or im- 
properly. but that is possible? A.— 
Yes. TI wonld like to read in this con- 
nection the statement given by us in 
connection with our last government 
returns, because I think that puts the 
matter so clearly— 
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Q.—That was after the question was 
raised by the Government? A.—No, 
I do not think the question has ever 
been raised by the government, that 
is in connection with interest. 

Q.—When was that statment pre- 
pared? A.—In February, 1906, for 
the year ending December 3lst, 1905. 

Q.—And that was after you had 
made your return to the government, 
it was supplemental, was it not? A. 
—yYes, but before there had been any 
visit, or anything of that kind. It 
was entirely voluntary on our part. 

Q.—Perhaps you were aware then 
that the Commission had been ap- 
pointed? A.—I do not think we were. 
I am not sure. I cannot say posi- 
tively on that point. 

Q. I do not say it had. It may 
have been only post hoc and not 
prompter hocP A.—At any rate I 
would like to read that statement. 

Q.—I think you have already had 
it put in? A.—Of course we have to 
go a great deal by what the news- 
papers say, and they talk as if we had 
never found such a thing, and they 
never published that statement, and 
I think it will be made clear. 

Q.—If you like to furnish it to the 
newspapers, all right, but I do not 
like to waste time here, but I have 
gone as far as you asked me to go, by 
letting it be put on the record as an 
exhibit, so that it is before the Com- 
mission for whatever advantagse or dis- 
advantage it may be. Then you were 
going to look further into the ques- 
tion of that deal between yourselves 
and the Merchant’s Bank in respect 
of the Shawinigan Water Power Com- 
pany. You found certain further cor- 
respondence and that you have been 
good enough to give me, and I have 
it in my hands here. That I will 
make an exhibit. (Exhibit 601.) Did 
you ascertain whether or not in the 
books of the Merchant’s Bank the loan 
had been made to you? A.—I inter- 
viewed the Merchant’s Bank people 
and they told me that their books 
showed that they had discounted a 
note of the Shawinigan Company en- 
dorsed by the Sun Life Company, and 
that the proceeds of that had been 
put to our credit, but whether it was 
a sale or what it was, their books did 
not show. 

Q.—The proceeds of the discount 
had been put to your credit, which 
would indicate the transaction was 
with you? A.—Precisely. We do not 
deny in the least that the transac- 
tion was with us, but our claim is that 
it was a sale from us, and this corres- 
pondence I have produced just now 
makes it clear it was a sale. 
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Q.—At all events, the sale was 
characterized by the fact of the dis- 
counting of the note in the meantime? 
A.—Yes, part of it. 

Q.—And placing it to your credit? 
-A.—It was the discounting of the 
Shawinigan Company’s Hote 

Q.—Endorsed by you? A.—Yes. 

Q.—And the proceeds put to your 
credit? A.—yYes, like any sale. As 
we sold it, it would have to be put 
to our credit. I would like to correct 
a little statement I made in that con- 
nection from lapse of memory. Iysaid 
in my previous evidence that the Mer- 
chant’s Bank were entitled to their 
proportion of the whole bonus of $20,- 
000. You remember you thought it 
was a Clerical mistake. It was no 
clerical mistake. It should be $10,- 
000, because you will see by that cor- 
respondence when they asked us to 
guarantee we said, “‘in that case, if 
we are going to guarantee it, we shoud 
want half the bonus stock,’’ and we 
did get half of it, and they were only 
entitled to their proportion of the 
$10,000, and not of the $20,000. 

Q.—I thought you made it clear the 
other day? A.—I did not know it 
myself. 

Q.—I see in the notes of evidence 
you put me right about it? A.—I 
said the proportion of $20,000, and I 
should have said $10,000. The very 
fact that we allowed the Merchants 
to keep $3,500 as a bonus stock, will 
show we considered they were the 
owners of it, because I do not think 
the Sun Life has the reputation of 
giving things around unnecessarily. 

Q.—I said it might be considered as 
their remuneration for giving the ac- 
commodationP A.—No. 


Q.—However, that is just another 
way of putting it? A.—The presi- 
dent reminds me that we have an ab- 
solute arrangement by which we -can 
overdraw our account up to $400,000 
without any stock or anything at all, 
so that it would be absolutely unneces- 
sary to give any bonus stock. 

Q.—That is by virtue of some writ- 
ten contract between youP A.—Yes. 


Q.—You will let us see the original 
of that, and let us have a copy of it? 
A.—Yes, 

Q.—Now, I come to the transactions 
ia which your company has been in- 
terested, and which now range them- 
selves under the generic head of I[lh- 
nois Traction Company. What was 
the origin? Chronologically what was 
the first matter in respect of your 
company which led to the train of 
circumstances ending in the present 
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condition of that matter? A.—I have 
brought these maps. 

Q.—I will have the Commissioners 
furnished with a copy of these maps, 
as they will be useful to follow, as we 
come to the various complex proposi- 
tions which go to make up the whole 
(Map exhibit 602). This map indi- 
cates the completed geography of these 
various enterprises? A.—Yes 
well not the completed geography, be- 
cause since this map was made, there 
were additions 


Q.—Well, practically? A.—Yes. 


Q.—Whatever additions there are, 
we can have designated upon the map? 
What was the inception of your con- 
nection with the Illinois enterprises? 
A.—On November 4th, 1902, the pres- 
ident and myself made a suggestion to 
our Board 

Q.—That appears upon the minutes? 
A.—Yes, I have a copy of it here. The 
*president and myself made a sugges- 
tion to our Board. 


Q.—Is this the only thing that ap- 
pears on the minutes? A.—That is all. 

Q.—November 4th, 1902, ‘‘Inspec- 
tion of Interurban Roads of Ohio and 
neighboring States where we are in- 
terested in such properties. Accord- 
ing to the suggestion of the Vice-pres- 
ident, Mr. Kingman and the Secretary 
were appointed a committee for this 
purpose, the details of the arrange- 
ment being left to others.’? Before we 
go further, what interurban road in 
Ohio and the neighboring States was 
the company interesetd in? A.—A 
number of them. 


Q.—It would be sufficient for my 
purpose if I got an affirmative answer 
to this. You were not interested I 
think in any of the enterprises which 
now enter into the Illinois Traction 
Company? A.—No 

Q.—That is you were interested in 
certain other propositions? A.—Yes. 


Q.—But not in those? A.—No., 


Q.—And you had not these specifi- 
cally in your mind at the time this 
suggestion was made and the minute 
was passed?, A.—Not at all. 


Q.—You may expand this word ‘‘sug- 
gestion,’ in accordance with the 
suggestion from the vice-president. 
Who was the vice-president? A.—Mr. 
Ewing. 

Q.—What was the suggestion, and 
how did it arise? A.—The first sugges- 
tion was from the president and my- 
self, that as we had already a large 
amount of money invested in traction 
properties all through those States, 
which we considered to be about the 
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most promising fields for enterprises 
of that character then in existence, 
that the Board should appoint a com- 
mittee to go with myself and visit 
those that we already had the bonds 
of and look them over personally and 
also try to get into touch with the 
whole situation of interurban railways 
and electric railways in_ general 
throughout the States of Ohio, Indi- 
ana, Illinois and Michigan. We rep- 
resented the matter to the Board in 
this way; that we were now making 
very large purchases of bonds, and 
that the time had come when we 
should not trust merely to reports of 
engineers, and others who made re- 
ports upon property that we bought, 
but that we ought to look them over 
ourselves, and furthermore that we 
were now making such large purchases 
that we ought to be able to get into 
direct touch with a number of the 
best of these traction companies and 
so cut these middle men out, and so 
make for our company and policy hold- 
ers the profit the middle men would 
otherwise make. The Directors were 
very favorably impressed with the idea, 
and according to the Minute on the 
suggestion of Mr, Ewing, Vice-Presi- 
dent, Mr. Kingman and myself were 
appointed a committee to go and look 
over the whole ground and we went. 

Q.—Before we go any further, Ff 
want to ask you a question or two. 
Up to that point tell me approximatety 
what you had invested in bonds or 
enterprises of this sort in the States 
you mentioned ? A.—Without look- 
ing at our books, 1t would be a rather 
wild guess. 


JUDGE MacTAVISH: Your best 
recollection? A.—My guess would be 
somewhere between half a million and 
a million dollars. 


MR. SHEPLEY: Q.—You would 
not like to be sure it was more than 
half a million ? A.—My estimate 
would be between these two figures. 


MR. LANGMUIR: Q.—In what 
State? A.—Several in Michigan, a 
number in Indiana, more in Indiana 
than in any of the others, and several 
in Ohio but we had more in Indiana 
than any other State. 


MR. SHEPLEY: And you had noné 
in Illinois? A.—I rather think we had 
some if the Chicago and Milwaukee. 

Q.—Would that be Ay That 
was a line which ran from Chicago 
northwards up towards Milwaukee. It 
was not then completed but is now 
completed to Milwaukee. 
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Q.—yYou had some of those? A.—lI 
think we had a couple of thousand 
Q.—Tell me whether any of your 
directors were personally interested in 
any of the schemes in which the com- 
pany’s money up to that time had been 
invested? A.—You mean of those in 
those States? 

Q. YesP 
lutely none. 

Q.—There were no private funds of 
directors— A.—I misunderstood you, I 
thought you were asking whether our 
directors were interested as owners 
or stockholders. 

Q.—No, whether any of your di- 
rectors had purchased bonds or _ be- 
come interested in these securities per- 
sonally, the securities in which your 
company was then interested? A.— 
Tam not very sure. I think not, but 
perhaps some of them had a little in- 
terest in the Chicago and Milwaukee. 

Q.—That you can ascertain for me 
no doubt? A.—I could. 


Q.—Before the Commission rises you 
can let me have that information? 
‘A.—Yes, I can find that out. 

Q.—Will you have somebody make 
a note of it, so that in the meantime 
it may not be overlooked? A.—Yes, 
my impression is that they had none, 
although I am not positive. 

Q.—One other question before we 
go on with the history— A.—The 
president informs me just now that 
there are four directors in the room 
besides himself and myself, that makes 
six out of nine, and those six had 
none. - I doubt very much if any of 
our directors had any. 

Q.—Then I was going to ask you 
this question: Had the purchase, the 
investment in this class of security, 
at the time you brought the matter 
before the Board, become a sort of 
growing policy with your company? 
A.—It had. 

Q.—Tell me a little more about 
that? A.—Were you for instance de- 
signing to invest more largely in 
securities of that sort, and less largely 
in certain other securities? In other 
words, were you of the view that it 
was to the interest of the company to 
make a change in the class of securi- 
ties, working towards securities of 
this class? A.—We were of the view 
that investments in traction securi- 
ties were the safest and most profit- 
able investments that we could get. 
If you like I will enlarge upon it. I 
ado not want to do so unless you wish. 

Q.—I do not know that it would be 
useful at this moment, because I am 
quite sure as we go through the mat- 
ter, you will enlarge upon everything 


A.—None at all, abso- 
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that it is desirable to enlarge upon. 
But up to the time you commenced 
to invest in this class of security you 
had invested in certain other classes 
of securities, and what I am desirous 
of knowing is this: Were you aband- 
oning to some extent investments in 
the old class of securities, and sub 
stituting for it investment in the new 
class? A.—We had in our earlier 
days invested nearly all our funds in 
mortgages. Our experience with mort- 
gages had not been satisfactory. We 
found there were many objections to 
them, that if the property went up 
in value we made no profit. All we 
would get would be our money back, 
whereas if a section of city deteriorat- 
ed in value and the property went 
down in value we would lose, we would 
have to foreclose and perhaps have a 
loss; so that with mortgages it was 
a case where we could make losses and 
could not make any profit. 


Q.—Beyond interest? A.—Yes. By 
profits I mean beyond interest. That 
is what .I mean by profits. Then 
there was a great deal of trouble look- 
ing after mortgages, they were small 
and required a great deal of personal 
supervision, and a great deal of cleri- 
cal work in connection with them, 
looking after fire insurance, and in 
this province checking the Official 
Gazette all the time, to see that no 
notices of foreclosure would be given, 
because in this province we have to 
watch the Official Gazette all the time. 
Then we found that even with good 
mortgages the interest was apt not 
to be paid punctually. That caused 
trouble, and then perhaps the most 
important point of all, in regard to 
mortgages we found was this: Mort- 
gages can be made perfectly safe to 
private individuals who look after 
things altogether themselves. They 
see the property and they go around 
and look after it. but when you take 
the case of a company investing many 
millions, then it is not— 

Q.—Come, come, come, your com- 
panv would have a staff that was just 
as efficient as any private person wou'd 
have? A.—I beg your pardon, when 
you take the case of a company in- 
vesting many millions it is impossible 
for the manager himself to give that 
personal attention to looking after the 
property that was possible in the early 
days. In the early days of our com- 
pany the president and myself used 
to go and see every pronertv we lent 
upon, but when you get the large 
amount that has to be invested, you 
have to tiust to the judgment of a 
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valuator, and perhaps of an office man, 
and the manager can no longer trust 
to his own judgment. It is impos- 
sible for him to do it. If he tries to do 
it, he must neglect more important 
things, and we felt we should make 
more money by taking up different 
classes of investments and dropping 
out mortgages. We were abandoning 
mortgages, and of all the new forms 
of investments that opened before us, 
we considered that traction securities 
were the most desirable for many 
reasons. 

Q.—Now, you have just stated in 
the last sentence that you uvcered, 
an answer to my question; you were 
abandoning a class of security which 
you had been investing in largely in 
the early part of your history—that 
is mortgage securities—and you were 
seeking to substitute what you con- 
sidered the most desirable form of in- 
vestment you knew of. That is these 
traction securities? A.—Yes. 

Q.—And that you say was the policy 
which you were advocating? A.—Yes. 

Q.—Then you made this statement 
to your Board; a committee was ap- 
pointed, and while the Minute is very 
meagre, yet you filled it up with what 
you stated. Then you and Mr. King- 
man proceeded about your duties I 
suppose, and what did you do? A.— 
On the 12th November I went through 
a list, examined very carefully the list 
of companies that was to be found in 
the street railway supplement to the 
Commercial and Financial Chronicle 
of New York which is issued quarterly, 
and gives very full details in regard 
to the traction companies of the whole 
of the United States and Canada. We 
went through carefully all those in the 
States in question, limiting ourselves 
to those States, because we thought 
those were the choicest States for our 
purposes, and we wrote a letter to 
about 35 of the presidents or managers 
of the leading companies in_ those 
States. We have a copy here of the 
letter that was sent to one person, and 
we just have a list of names showing 
that similar letters were sent to others. 

Q.—There would be appropriate al- 
terations in the case of each circular 
to meet the particular circumstances 
of the case you were writing about? 
A.—Precisely. 

Q.—But the general idea of the whole 
35 circulars was about the same? A. 
Pe Ga) 

Q.—Were you enquiring—let me ask 
you about the 35 circulars-—were you 
enquiring among those who were pro- 
jecting roads, or among those whose 
enterprises were complete and in a 
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fairly satisfactory position, or how 
were you doing in regard to that? 
A.—We wished to see in the first place 
all those that we had already any of 
the bonds of, and then while we wished 
to get a grasp of the entire situation, 
for educational purposes, yet we wished 
principally to get into touch with com- 
panies that might be likely to bring 
out securities of their own in the near 
future. Companies that were abso- 
lutely completed and would not be 
likely to bring out any new securities 
would not interest us, because we had 
business in view, and we wanted to 
get into touch with corporations likely 
to have bonds issued, 

Q.—I take it you wanted to get into 
touch with corporations which were 
projecting works? A.—Yes, 

Q.—So that you might furnish the 
money for financing the works and so 
have your securities a charge upon the 
undertaking? A.—Yes. 

Q.—Among those you wrote to, was 
this gentleman—we need not mention 
his name or the name of the company 
—this is only a specimen of the sort 
of literature you were then sending 
out. ‘‘This company has of late years 
invested large funds in the bonds and 
preferred stocks of street railway com- 
panies throughout the United States 
as well as Canada. Quite a large pro- 
portion of the most recent of these 
investments have been in the traction 
companies of Ohio, Illinois and neigh- 
boring States. The total. amount of 
our purchases in that section of the 
country being well on to two millions 
and a half.’? A.—It shows how little 
I knew about it. 

Q.—You might have been painting 
it in rosy colors to these gentlemen? 
A.—No, I tell the truth. 

Q.—One of our directors, Mr. King- 
man and myself intend to lease 
(reads), that is a circular letter. It 
would not require a great deal of 
change or alteration to adapt it to all 
your correspondents? A.—Exactly. © 

Q.—And this fairly states the policy 
of your company at that time? A.— 
Exactly. 

Q.—You did desire to participate in 
underwritings or to buy large blocks 
from the owners themselves, rather 
than purchase from those who became 
purchasers of the bonds? A.—Pre- 
cisely. We saw no reason why we should 
continue to pay tribute to the middle 
man when our purchases were so large. 

MR. LANGMUIR: Q.—You talk of 
two and a half millions. Were these 
investments introduced to you first by, 
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bankers and brokers, or personal visi- 
tation? A.—Up to that time they had 
been exclusively I think from bankers 
and brokers, and now we thought the 
time had come when we could make a 
change. : 

MR. SHEPLEY: Q.—You had par- 
ticipated in underwritings up to this 
time A.—yYes, underwritings man- 
aged by brokers and agents. 

Q.—And your negotiations had also 
resulted in some instances in your 
buying large blocks independently ? 
A.—Do you mean by independently, 
without the intervention of a middle- 
man P 

Q.—I mean without participation in 
an underwriting scheme? A.—Yea, 
part without the intervention of a 
middle man. 

Q.—Both by underwriting, and 
large purchases without participation 
in underwriting, you had amassed 
this considerable holding of bonds? 
A.—Exactly. 

Q.—And this indicates that you had 
besides the bonus, common stocks you 
had received in respect of your in- 
vestments? A.—Yes. Letter, exhibit 
603.) 

Q.—You came to the conclusion 
Mahomet would have to go to the 
mountain and you sent out your Her- 
ald? A.—Yes. 


Q.—What was next? A.—We then 
received an answer to that circular 
from many people of course, but in 
particular from Mr. McKinley, the 
Hon. W. B. McKinley. ’ 

Q.—Who was he? A.—Mr. McKin- 
ley. 

0. —What was he financially? What 
was he politically? And what was he 
socially? A.—Mr. McKinley is a re- 
sident of the City of Champagne, II- 
linois. He was not then, but is now 
the representative of that section of 
the city in Congress. He is a man 
of considerable means, my rough guess 
at his wealth would be that he is 
worth perhaps, a couple of million dol- 
lars, a man who has for many years 
been interested in interurban and 
street railways, and gas and public 
utility corporations, throughout that 
section, and made his money at that. 

Q.—He has been perhaps a high 
class promoter but a promoter? A.— 
Yes. He is a man that we found up- 
on inquiry had the reputation of mak- 
ing everything he touched turn to 
gold. Without exception everything 
he had taken a hold of had been a 
sucess. °A man who stood very high 
indeed. J think at the present time 
he is the treasurer of the Republican 
Party for the whole of the United 
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States. I do not know whether that 
is any recommendation or not. 
Q.—There is a leter missing here. 
On the 18th November, you got this 
letter from Mr. McKinley— 
MR. LANGMUIR: In response to 
a circular letter. 


MR. SHEPLEY: Yes. ‘Your letter 
Nov. 12th reached me on my return 
from Chicago.’’ This is written from 
Danville? A.—Yes. 

Q.—‘‘I am the manager of about 
a dozen gas, electric light and inter- 
urban roads”? (reads). That is a sep- 
arate property from the Danville pro- 
perty? A.—Nothing to do with it. 

Q.—The Danville property is one 
we purchased from Mr. Cannon about 
two years and a half since??? A.— 
The Mr. Cannon referred to is Speaker 
Cannon of the House of Representa- 
tives. (Exhibit 604). 

Q.—Now you have the little map 
there.. Will you indicate these pro- 
positions on the map? 


JUDGE MacTAVISH: We see Dan- 
ville and Champagne. 

MR. SHEPLEY: And also Urbana. 

WITNESS: Urbano and Cham- 
pagne, I may say, are practically one 
city. You cannot tell where the one 
begins and the other ends when you 
are in them. 

Q.—Point out the geographical posi- 
tion? (Witness explains the map.) A. 
—We had some spurs running down 
here. 

Q.—That was comparatively a small 
matter, by comparison of course with 
what the schemes afterwards develop- 
ed. At all events we have them com- 
mencing at the extreme east of this 
map, at Danville we have this pro- 
position covering from there to Cham- 
pagne westward? A.—Yes. 

Q.—And these spurs shown were 
also projected at that time? A.—Yes. 

JUDGE MacTAVISH: What is the 
distance between the two cities? A. 
—About 30 miles. The company 
known as the Danville, Urbana and 
Champagne Railway which is the in- 
terurban line, owned all the _ lines 
from Danville over to Urbana, includ- 
ing the line down to Homer rigue in 
the middle, which however was not 
built then, and it owns now and did 
own then the line from Danville to 
Kitlin, and the line due south from 
Danville to Ridgefarm, but which was 
at that time only built as far as 
Georgetown. 


MR. SHEPLEY: Q.—Those places 
are all shown upon this little map? 
A:—Yes. 
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Q.—That is what was covered by 
that proposition? A.—Yes. 

Q.—You have told us of this letter 
from McKinley. If we follow out Mr. 
McKinley’s letter we get to all the en- 
terprises which you subsequently took 
up. I mean in connection with the 
Illinois Traction scheme. I do not 
mean to say they all came from him, 
buf you did not engage with others in 
connection with those schemes? A.— 
No, but we did not take up any of the 
other things mentioned in that letter 
of his, except the Danville—— 

Q.—I understand you to have said 
so. Then the next matter is your let- 
ter to him of the 24th November, 
“Your favor of November 18th is be- 
fore me. You have presented so many 
propositions in your letter that it is 
difficult to form a hasty conclusion up- 
on them.’’ (Reads). A.—That should 
be Indiana and not Illinois. 

Q.—We can drop that. I will draw 
my pencil through it, because that 
does not concern us at present? A.— 
No. 

Q.—The Fort Wayne matter we can 
drop too? A.—Yes. 

Q.—Then a reference to the Danville 
proposition (Reads letter 605). That 
was your reply to that letter? A.— 
Yes. f 

Q.—Then you got a letter from 
Champagne, from Mr. McKinley of 
the 27th November. I need not trouble 
reading the part as to the hotel you 
are to meet at in Chicago. The IDh- 
nois Road and Fort Wayne Road were 
passed over. (Reads letter)P A.— 
You see Mr. McKinley was stating 
what he expected to earn for the year 
1902, and the figures that he expected 
them to earn were—— 

Q.—$425,000—net $200,000? <A.— 
They actually did earn $432,000, and a 
net of $216,000, and that is one of his 
characteristics that we have found, 
that his estimates are always exceeded. 
We found him a very conservative 
man. ‘ 

Q.—He ought to turn -himself into 
an insurance company? A.—If every 
insurance company could exceed their 
estimates as he does, it would be a 
good thing. J 

Q.—Would the same observations ap- 
ply to this paid up stock that apply 
to the stocks we were discussing the 
other day, that it was stock which did 
not represent money actually put in? 
A.—I know nothing personally about 
how that stock was issued, and I have 
never heard. 

Q.—But what is your idea about it? 
A.—My idea would be that originally 
that stock cost nothing, was watered, 


Sun Life Assurance Co. 
(Mr. T. B. Macaulay, Ex’d.) 


but that the water had been very 
largely squeezed out we might say by 
the surplus earnings of the company, 
pate number of years being turned in 

oO 1t; 

Q.—Turned into it? A.—Turned 
part into improvements and _ exten- 
sions; in other words that the share- 
holders had not paid in themselves 
anything upon it, that they had by 
getting no dividends upon it for a 
long time while the company was 
earning large surpluses, in reality 
gone very far towards making their 
stock good. 

Q.—That is, they would make out 
of the earnings of the road a very 
much better rate than they would earn 
at the beginning without putting any- 
thing into it? A.—Precisely. 

Q.—And you quite understand that 
according to the ordinary accepted 
methods of finance, that these roads 
had been built by money borrowed 
upon bonds? A.—I do not know 
that I thought much about it, but I 
would suppose so. 

Q.—Do you know of any road in the 
last four or five years, or any propo- 


- sition that has been otherwise financed, 


of this class? A.—Yes, some of them 
have stock put in. I can mention 
some. 

Q.—But it is unusual P A.—A very 
large proportion are financed in the 
way we speak of. 

Q.—That answer will be satisfactory. 
‘‘Our desire is to sell a five per cent. 
bond.’’ (Reads letter). The proposi- 
tion was to bond the whole undertak- 
ing for one million four hundred thou- 
sand dollars, to secure that by first 
mortgage upon the road, and by second 
mortgage on the Danville Light Com- 
pany and the Urbana Company, which 
were subject to another lien of $1,- 
400,000? A.—Yes. 

Q.—And the purchasers of the bonds 
were to receive one third of the whole 
of the stock of the company by way of 
bonus upon their purchase? A.— 
That was the proposition, but we get 
a good deal better term than that be- 
8) we got through. (Letter exhibit 

Q.—It is only of importance as in- 
dicating the nature of the scheme that 
was being discussed. Then you paid 
your visit to Chicago? A.—Mr. King- 
man and I visited Chicago, and we 
were absent almost precisely two weeks. 
With the exception of this little di- 
gression to take in Mr. McKinley’s 
roads, which had not originally been 
on our plan at all, we pretty well 
carried out our programme and saw a 
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large proportion of the traction com- 
panies in those States. 

@.—Let me separate that a little, so 
as to get it in a little better shape for 
my purpose. In the first place you had 
examined all the concerns in which 
you were already financially interested 
in those States? A,—Yes. 

QO! That: you did? | Ai=“Yes. 

Q.—Then apart from the McKinley 
propositions you examined certain 
other propositions or certain other 
schemes which you thought it possible 
you might buy bonds of? A.—Yes. 

Q.—How much time did you spend 
altogether going over this McKinley 
scheme? A.—We were about two days 
if I remember right looking over Mr. 
McKinley’s scheme, between one and 
two days. 

Q.—Did you go over the road ? A. 
—Yes. I may say that our programme 
was that when we would go to a place 
we had everything cut and dried, and 
we were to meet so as to save time 

Q.—That was not a good way to 
inspect, that they should have every- 
thing cut and dried for you? A.—We 
found it was, and I will explain why. 
We went over the road and the presi- 
dent or some official would go with us, 
and we would question him, and it was 
a great education in itself, to get one 
man telling us about their properties, 
and in that way we posted ourselves as 
far as possible about all those proper- 
ties we wished to find out anything 
about, including those we had already 
and the new ones, that we thought it 
was worth our while to look into. The 
cut and dried part of our programme 
—that is that we had our | 


Q.—You did not mean that they 
have everything cut and dried so that 
you would just look at it and walk 
off satisfied? A.—No. 


Q.—Did your visit on that occasion 
lead to your making further invest- 
ments in traction schemes in those 
States ‘beyond those to which you 
were introduced by Mr. McKinley? 
A.—Yes. In particular it led to our 
making a decidedly larger investment 
in the securities of the Milwaukee 
company. 

Q.—That was a security you had 
before? A.—Yes, but we increased 
our holdings very considerably. , 

Q.—Did you increase your holdings 
in any other enterprise than you were 
then interested in? A.—I think not, 
not immediately. 

Q.—What I had rather intended to 
ask you was this: Whether or not 
you went into any new enterprise be- 
sides the enterprises that Mr. McKin- 
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ley was bringing to your notice at 
that time as the result of that visit? 
A.—So far as I remember not. We 
found McKinley’s enterprises were 
the most attractive ones we saw on 
our entire trip. 

Q.—You were two weeks away alto- 
gether, spending the time at these 
propositions, and you returned, and 
upon your return what took place? 
A.—On December 28rd,— 

Q.—First there was a meeting of 
the Board on December 16th? A.— 
On December 16th, we reported to 
the Board, and the Minute there 
gives it. 

Q.—You and Mr. Kingman made a 
report, and I understand there was 
no formal written report, but a mere 
verbal report made to the meeting 
direct? A.—Yes. 

Q.—‘‘Mr. Kingman and the secre- 
tary reported on the trip they had 
taken through the States of Illinois, 
Indiana and OQhio.’’ You omitted 
Michigan? A.—In Michigan we did 
not find very much that suited us. 

Q.—This minute is simyr'— express- 
ing thanks. When did the matter 
take a substantial form? On the 28rd 
I think? A.—One week later. 

Q.—A week later—on the 23rd? A. 
—On the 28rd, Mr. McKinley visited 
Montreal by previous arrangement. 

Q.—Did he meet your Board? A. 
—He met our Board and the whole 
matter was discussed, and the direct- 
ors decided, if I remember right, to 
make a purchase. 

Q.—I am coming to that in a 
moment. Your Board meetings were 
held regularly? A.—Yes. 

Q.—And this was a regular week- 
ly meeting? A.—Every Tuesday. 

Q.—Is there anywhere any more 
extended account of what took place 
at Nase Board than this minute? A. 
—No. 

Q.—‘‘Proposal to purchase $500,000 
five per cent. bonds,’’ (reads). Now, 
elaborate that for me. What took 
place at meeting? A.—At that meet- 
ing, so far as I remember, the matter 
was discussed at length and— 

Q.—In the first place it says, ‘‘pro- 
posal to purchase.’? Whose proposal 
was that? A.—I think it was a pro- 
posal of Mr. Kingman and myself. 

Q.—That you should purchase $500,- 
000 of these five per cent. bonds? A. 
—Yes. 

Q.—What bonds were those? They 
are stated to be the bonds of the II- 
linois Railway and Light Company. 
That is something we have not seen, 
by name at all events, in Mr. Mc- 


INSURANCE. 2889 


SESSIONAL PAPER No. 66 


89th day, October 23, 1906. 


Kinley’s letter or letters? A.—I can 
explain at any rate what it was. The 
idea was— 

Q.—This memorandum is dated De- 
cember or January, 1908. You think 
that was prepared at or about the 
time of the meeting, having regard 
to what was done there? A.—That 
memo. of December or January is just 
a jotting of my own. It is in Me. 
McKinley’s handwriting, and it was 
prepared either at that time in De- 
cember, or when he was in Montreal 
a month later. I really cannot say 
definitely at which time it was pre- 
pared, but I can explain what the 
idea was. 


Q.—Before you come to that, is the 
Illinois Railway and Light Company 
which is mentioned in this minute any 
of the propositions discussed in Mr. 
McKinley’s letter to you, or is it a 
different proposition? A.—It is a 
consolidation of the companies discuss- 
ed in these letters, or rather a pro- 
posed consolidation. 

Q.—This is a proposed consolidation, 
and that is what finally evolved into 
the Illinois Traction Company? A.— 
Yes. 

Q.—The Illinois Railway and Light 
Company? A.—Illinois Railways, il- 
lustrating the fact that it owned a 
lot of others. This was actually the 
beginning, the first thought so to speak 
of the Illinois Traction Company. 

Q.—What $500,000 of 5 per cent. 
bonds were you proposing to purchase? 
Whose bonds were those? «a.—The 
proposition was that the two proper- 
ties, the property in Danville, con- 
sisting of the Danville street railway, 
the lighting plant, the gas plant, and 
the steam heating plant for the street 
railway, the electric light, gas, and 
steam heating properties in Cham- 
pagne and Urbana and the portion of 
the interurban which had been built, 
and the portion to be built, should 
all be owned out and out by the new 
company to be known as the Illinois 
Railways and Light Company, which 
changed plan Mr. McKinley had out- 
lined in his first letter. The stocks 
of the Danville, Urbana and Cham- 
pagne properties were to be purchas- 
ed for $675,000 cash, of which Mr. 
‘McKinley was to contribute one-third. 
We were to contribute two-thirds. In 
other words he was to contribute $225,- 
000 and we were to contribute $450,- 
000, and each would receive 5 per 
cent. bonds at 90. 

Q.—Bonds/ of what? A.—At that 
time it was intended to have them 
bonds of the Illinois Railway and 
Light Company, $500,000 at 90 would 
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be $450,000. Subsequently the plan 
was changed and instead of getting 
bonds of the Illinois Railway and 
Light Company it was decided that 
the then railway and light company 
should be purely a stock holding com- 
pany and should issue no bonds of its 
own. , 

Q.—That is that the subsidiary com- 
pany whose stock was owned and con- 
trolled by the parent company, the 
Illinois Traction Company, each havy- 
ing its separate organzaton and _ is- 
suing its separate bonds? A.—Ex- 
actly. 

-Q.—Can you tell me whether on the 
23rd December when this proposition 
was made and discussed, the plan had 
been changed, or was it then expect- 
ed the parent company should issue 
bonds? A.—At that time, it was 
still thought the parent company 
should issue bonds. 

Q.—That would be consistent with 
the letter? A.—Yes. 

Q.—Then it says, ‘‘Received one- 
half of the capital stock as bonus.”’ 
That would be one-half of three mil- 
lion? <A.—Yes. 

Q.—And the parent company was to 
be stocked at three million? Ape 
Yes. 

Q.—<And that stock was to be given 
to the extent of half of it by way of 
bonus? A.—Yes. 

Q.—To you and McKinley? A.—No. 


Q.—To the company and McKinley 
under this proposition? A.—No, that 
is not just the exact idea. The idea 
was that McKinley should contribute 
one-third of the cash required and 
we should contribute two-thirds, but 
that we should divide the whole three 
millions and a half. 


Q.—Each receiving one half? A.— 
Yes. 

Q.—You were to receive a million 
and a half of the common stock and 
McKinley the other million and a half 
of the stock? A.—yYes, 

Q.—Of the Illinois Railway and. 
Light Company? A.—Yes. 

MR, LANGMUIR: Q.—What was 
the amount of the bonds? A.—The 
bonds we got, $500,000. 

Q.—And McKinley? A.—$250,000. 

Q.—What was the entire bond issue? 
A.—There was about $1,400,000 of 
bonds of the other company underwrit- 
ing. 

MR. SHEPLEY: Q.—That was ac- 
cording to the proposition made in the 
letter. He said ‘‘We want $1,400,000 
of bonds, and we will secure that, but 
as to certain of these matters it will be 
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subject to a prior issue of bonds.’’ 
That is what took place on the 23rd, 
and don’t you think it was probably 
when he was here on the following 
January that this arrangement was 
made, because this is much more in 
accord with the arrangement you af- 
terwards carried out than the minute 
is? A.—TI first wrote January and 
then I scratched it out. 

Q.—Before we come to that I see 
you had a meeting on 30th December 
which seems to be material. This is 
with regard to the sale of securities. 
“In order to meet the heavy obliga- 
tions which the company have incurred 
for the purchase of new securities, 
soon to be taken up, it may be neces- 
sary to sell some of the securities at 
present held by the company, ap- 
prove disposing of certain securities 
if'it should be found ‘necessary.’’ Can 
you expand that for me at all? That 
referred principally to what you are 
now proposing. That was referring 
principally to what was then being dis- 
cussed? A.—Yes. 

Q.—That is your negotiations with 
McKinley ? A.—Yes, and with the 
Chicago and Milwaukee. 

Q.—What securities was it approved 
should be disposed of? A.—I do not 
remember. 

Q.—Speaking generally were you 
intending to narrow your investment 
in mortgage securities in accordance 
with the policy you adopted? A.—My 
recollection is that the decision to 
abandon any mortgages altogether had 
been arrived at before this some time. 

Q.—But you still had certain mort- 
gage securities? A.—Yes, but we 
made no effort to realize upon them. 

Q.—Then what securities had you to 
dispose of in order to embark in these 
new schemes? A.—The general idea 
that we had was that this was a very 
attractive investment that was offering 
to us, and that it would be easy to sell 
out any of the securiites we could con- 
veniently dispose of, the ones we could 
dispose. of—what ones would be sold 
would depend largely on the question 
which could be most easily turned 
over. 

Q.—Had you any call loans at that 
time? A.—None at all. 

MR.LANGMUIR: Q.—Had you any 
municipal debentures? A.—Yes. 

Q.—Did you disnose of them? A.— 
I think we had disnosed of some of 
them. I know our policy was to dispose 
of municipal debentures. 

Q.—They were only bringing four or 
four and a quarter? A.—Yes, and we 
considered it good investment to drop 
those things and take up this one. 
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Q.—Do you think these traction com- 
panies were as safe as municipal de- 
bentures? A.—We did. I will be very 
pleased to show this particular one— 
how we looked upon this particular 
one. 

Q.—I thought there was nothing in 
the world safer than municipal deben- 
tures? A.—Our experience with muni- 
cipal debentures, that if you take 
those that are unquestionably safe you 
get a very low rate of interest. 

Q.—Decidedly, but I never heard of 
anything safer ? A.—On the other 
hand, if you take anything that yields 
a fair rate of interest you have to look 
out for it. We lost money on West 
Toronto Junction securities, New 
Westminster securities, Brandon se- 
curities, and there was talk of trouble 
with Sault Ste. Marie securities, and 
we came to the conclusion that unless 
we were to be satisfied with the low 
rate of interest, we should not touch 
municipal securities. 

Q.—Do you know whether any fault 
has been found with the traction com- 
panies securities P A.—A few, not a 
great number. j 

Q.—And passing over of interest on 
stocks? A.—Yes. TI do not claim 
either :is infallible. 

Q.—I do not want you to confine it 
t» Toronto Junction? A.—wNo. 

MR. SHEPLEY: Q.—Really is it 
not fair to say that the great induce- 
ment to get into these things was the 
fact that you stood, apart from any 
question of investing money at inter- 
est you stood to make large sums of 
money A.—We considered that those 
were just as safe as any kind of secu- 
rity we should get anywhere. 

Q.—But no safer? A.—Well, as 
good as the best. 

Q.—But no better? A.—They can- 
not be better than the best. I wish 
you could find something better than 
the best. 

Q.—Was not the great inducement 
to go into this rather than to go into 
other investments of an equally safe 
character, the fact that out of this 
you hoped to reap large profits in ad- 
dition to the interest on your money? 
A.—Undoubtedly. We consider safety 
is the first thing, but if we have the 
choice of two investments equally safe, 
then we are bound to take the one 
with the best return. 

Q.—Can you give me any more in- 
formation before leaving that of the 
sort of securities you were approving 
of disposing of ? A.—It referred to 
other traction securities we might be 
able to dispose of. 
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Q.—Other traction securities that 
were not quite as good? A.—No, but 
more saleable, it just happened to be 
ready to sell. 

Q.—Anything you could realize on 
you were willing to realize on in or- 
der to go into these, I won’t call them 
speculations, into these schemes? A. 
—Precisely. I do not wish to fore- 
stall you, but whenever it is a right 
time to discuss the question of the 
security of these particular bonds, I 
will be happy to do it. 

Q.—I think we will have the history 
of them first, and then we shall be 
very glad to hear what you have to 
say in regard to them. After all it 
was a speculation? A.—I must de- 
cline to admit that, unless you con- 
sider the case of heads I win, and 
tails I can’t lose, a kind of specula- 
tion,—that is the kind of speculation 
we believe in, but the ordinary spec- 
ulation we have no use for. 

Q.—We have heard of lots of trac- 
tion securities that went wrong. ‘‘In 
view of the fact that the securities 
being offered to the company.”’ 
(Reads.) That means that this memo. 
was read and approved? A.—Yes. 

Q.—Then at that meeting two things 
were apparently disposed of. In the 
first place the directors approved of 
the policy of getting rid of all the 
securities that were necessary to get 
rid of, in order to engage in these 
schemes? A.—I do not like that ex- 
pression “In order to purchase these 
other securities,’ if you will change 
the expression— 

Q.—To engage in this class of in- 
Rea er wean you accept that? A. 
Yes, 

Q.—And the securities that you had 
in view then were the Chicago and 
Milwaukee and these McKinley securi- 
ties? A.—yYes. 


Q.—Then the other things that you 
disposed of was this; you were will- 
ing to engage the credit of the com- 
pany for larger:holdings of stock than 
they wanted, permitting the directors 
—those of them who chose to do so,— 
to go in and finance on their own 
responsibility for a part of that credit 9 
A.—We did not engege the credit of 
the company. The company acted 
for the amount that it took only, but 
in order to obtain the best terms for 
any issue of bond or in connection 
with any traction company. we must 
at all times be prepared to say ‘‘We 
will take or we will see that others 
take the entire issue.’’ 

Q.—Is that not engaging the credit 
of the company? A.—If you limit 
that expression— 
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Q.—That is what I meant by that? 
A. If you mean no more than that, 
I suppose so. 

Q.—LEngaging the credit of the com- 
pany in the first instance on the 
undersanding, in respect of a portion 
of that, that the directors will become 
personally interested and would re- 
lieve the company? A.—The directors 
and other friends, the company’s 
backers, and so on. 

Q.—‘“‘To divide such blocks with 
other financial corporations,’’ (reads). 
A.—The idea was that the American 
bond houses would be glad to take part 
of those issues on the same terms as 
ourselves. We have to take an en- 
tire issue if we can get the best terms, 
and it is not desirable to put too 
many eggs in one basket if we can 
avoid it, and therefore we are pre- 
pared to welcome others coming in on 
the same terms as ourselves. 

Q.—And among others you were 
prepared to welcome your Board of 
Directors? A.—Yes. 

Q.—Stretching out a friendly hand 
to themP A.—Yes. 

Q.—They could come in on the same 
terms? A.—Yes, and so could Am- 
erican banking and bond houses. 

Q.—That is if your directors did 
not want all you did not want your- 
selves? A.—Yes, 

Q.—Then let me ask you the ques- 
tion which I have had to ask other 
gentlemen in this enquiry several 
times. Do you yourself see any con- 
flict between the interest and the 
duty of directors? A.—When the di- 
rectors— 

Q.—Do you, first? You can explain 
fully, but do you see any possible con- 
flict between interest and duty on the 
part of the directors under this re- 
solution? A.—I do not see any pos- 
sible conflict when the portion the 
directors own is limited to so small 
an amount as it is with us. 

Q.—I am speaking of the resolution. 
The resolution makes no mention of 
the amount. It leaves it to the di- 
rectors? A.—We considered it was 
eminently desirable from ‘the com- 
pany’s standpoint that the directors 
should take a share of these things. 
It shows the directors had faith in 
the things they were putting the com- 
pany’s money into, because they were 
willing to put their own money in on 
the same terms as the company’s. I 
must point out that there is a very 
sharp distinction to be drawn between 
directors going in, or other people 
going in, and purchasing securities on 
exactly the same terms as the com- 
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pany, and the company having deal- 
ings with other corporations owned 
or controlled by directors. They are 
absolutely different things. 

Q.—That is a different matter. But 
look at this thing on its own merits. 
Do you see any possible conflict be- 
tween the interest and duty of the 
Board of Directors in carrying out the 
terms of this resolution? A.—No. 

Q.—Do not see any? A.—Absolute- 
ly none. It is a desirable thing as 
far as I can see. 

Q.—Supposing the directors with a 
certain limited fund of their own, or 
a director—take it in the singular—a 
director with a certain limited fund 
of his own for investment sees an i1n- 
vestment of this class, and desires to 
invest in it, but is not able to make 
advantageous terms for himself be- 
cause his fund is too small, do you 
see any possibility of his duty to his 
company conflicting with his interest, 
and his interest impelling him to em- 
bark the company’s funds so that he 
may get the better terms? A.—That 
comes down to the distinction I drew 
before. oy 

Q.—Do you see the possibility of 
that? I do not for a moment think 
that you or your co-directors have 
ever abused it, but I am asking if 
you see a possibility? A.—If a di- 
rector were taking a large amount I 
could see that there would be that 
danger, but I do not see that there 
would be that danger if the amount 
was very small. 

Q.—Supposing the director says, 
“Here is an investment I would like 
to make. I have only got $100,000, 
and in dealing with small sums I will 
have to pay ninety-five, if I can take 
a million or embark the company’s 
funds for the other $900.000, I can 
get it at seventy-five. I will have 
my smal] holding at seventy-five and 
the company will have its large hold- 
ing at seventy-five.’’ Do you see 
any possibility of a conflict there? 
A.—I could hardly conceive of such a 
thing, because it would be such a case 
of the tail wagging the dog. 

Q.—Does not the directors tail al- 
ways wag the company dog. What is 
it there for? A.—wNo sir, not with us. 

Q.—Is that not what he is for, to 
transact the company’s affairs? A.— 
Yes, for the company, not for himself, 
and our directors have always done so. 

Q.—You have answered by question. 
TI am not questioning that; I am ask- 
ing you the abstract principle of the 
possible conflict. I do not say the con- 
flict has arisen in your case, or that 
you have ever done anything that is 
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wrong. What I am suggesting is that 
it is a position that a director ought 
not to put himself in. A.—I would 
like to say this, that if the principle 
were to be laid down that a company 
should not take any securities because 
a director is taking them on the same 
terms it is, one or other of two things; 
either it would exclude the company 
from the most desirable form of in- 
vestments, or it would exclude a di- 
rector from investing in what the 
company considered to be desirable 
things, and in either way it would bea 
very unwise resolution. There is a 
very sharp distinction to be drawn be- 
tween this letting the directors or 
their friends purchase on absolutely 
the same terms as the company, neither 
better nor worse, which is exactly what 
we have done and all that we have 
ever done—and having dealings with 
the directors. 

Q.—In this particular case I suppose 
you prepared this agendum which 
passed into a resolution? A.—yYes. 

Q.—Was that drawn after consulta- 
tien with the other directors and be- 
cause they desired to participate in 


_ this advantageous investment, or was 


it your own view? A.—It was my 
own view. 
Q.—No consultation with the other 


.directors? A.—I don’t think so, al- 


though I am not positive. I think 
not. Except with the President. 


Q.—And you still cannot see any 
possibility of abuse in the position 
that a director who is to decide what 
investments his company may make 
may possibly influence the company in 
making any particular investment by 
the fact that if the company buys he 
will get his little money invested to 
better advantage than if he invested 
it on his own hook? A.—I can hardly 
think directors would be so small any- 
where. I cannot think any director 
would be influenced. 

Q.—You do not mean to say that no 
director in the world ever abused his 
position ? A.—I have never known 
such a case as you are supposing to 
happen in any company in the entire 
world. 

Q.—You never knew of a director 
abusing his position? A.—No, sir, I 
did not say that, but I have never 
known a director abusing his position 
in the way you are suggesting. 

Q.—What, for the purpose of put- 
ting anything in his own pocket? A.— 
No, but your suggestion is that a di- 


_rector for the purpose of making a 


small profitable investment of his own 
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funds, may persuade a company to 
make a Marge investment. 

Q.—Have you never heard of a small 
souled director? A.—I have never 
heard of a small souled director of 
that particular kind. We have no 
small souled directors. 

Q.—I am not suggesting that you 
have but I am trying to get the prin- 
ciple. Then the directors availed 
themselves, perhaps in more than one 
instance, of the terms of this resolu- 
tion. A.—They did. 

Q.—Then what was the next matter, 
according to this very useful index of 
yours? First a report from Mr. Hod- 
ges that was presented to the Board 
on the 20th January? A.—The 8rd 
of January is the next. 

Q.—Yes, on the 38rd January Mr. 
McKinley writes to you from Cham- 
pagne. ‘‘I have your letter of the 
30th December.’’ That is missing, I 
think. You will find that for us, will 
youP A.—yYes, if you like. I do not 
think it is of any consequence. 

—‘‘And your telegram of yester- 
day. I shall be glad to meet Mr. Hod- 
ges.”?’ Mr. Hodges was, I think, an 
engineer whom you were sending out 
to make an interim report. A.—Yes, 
perhaps I should explain what steps 
we took in order to guard against 
making a mistake in taking the securi- 
ties. 


Q.—If you think it necessary to go 
further than to say you employed Mr. 
Hodges whom you believed to be an 
eminent engineer. A.—We employed 
Mr Gilbert Hodges as an engineer to 
look over the properties. We had 
their earnings for five years given to 
us and we wanted that checked to 


make sure that it was correct. We - 


had that checked by the Audit Com- 
pany of Illinois. Then we had the legal 
matters looked into by Mr. Judah, a 
very prominent lawyer, chosen for us 
by the Bank of Montreal. We did not 
know who to choose in Chicago. And 
they also suggested the Northern Trust 
Company as trustee. So that we pro- 
tected ourselves ‘in every possible way 
as well as looking over the thing our- 
selves. 

Q.—Where does Mr. Hodges live? 
A.—In Boston. 

Q.—And I think you have told me— 
I want you to have the advantage of 
that—who he was. A.—He was the 
Consulting Engineer of the Railway 
Commissioners of the State of Massa- 
chusetts. 

.—And you considered him a man 

at the head of his profession? A.— 
A man very high up in his profession. 
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Q.—Then you were sending him out 
to make a report and you had written 
apparently to Mr. McKinley that he 
was coming? A.—Yes. 

Q.—‘‘We will send you weekly the 
statements for both the Champagne 
and Danville.’’ “Urbana to St. 
Joseph.’ Is that a little extension? 
A.—St. Joseph is a place about eight 
miles east of Urbana. 

Q.—That is the western abutment 
that you had not filled up? There 
was an unfinished link between that 
and the western end of the line, on 
the west? A.—Exactly. 

Q.—(Reads from ‘‘You will please 
take into consideration”’ to ‘‘George- 
town’’ in the letter last referred to.) 
One car is not a very valuable pro- 
position by itself? A.—They are 
speaking of that little line. 

Q.—That was to be part of the main 
line? A.—When it was finished. 

Q.—That is the Champagne and 
Vermilion? A.—The Vermilion Com- 
pany was a company which at that 
time owned all the stock of the Dan- 
ville Street Railway and Light Com- 
pany. 

Q.—What was the Vermilion Com- 
pany itself? A.—Just a stock-holding 
company. The reason for its exist- 
ence was that the stockholders of the 
Danville Street Railway had wished 
in previous times to draw some money 
and they pledged their stock of the 
Danville Street Railway. and as se- 
curity for an issue of bonds of, I 
forget the amount. And they organiz- 
ed the Vermilion Company to hold 
the stock subject to that issue of 
bonds. The Vermilion Company has 
passed out of existence. 


Q.—He says he has a signed option 
on the majority so that as far as he 
is concerned he is ready to go ahead, 
picking up the smaller shareholders. 
That is in the Vermilion Company? 
A.—Yes, and the Urbana and Cham- 
pagne. 

Q.—‘‘We have some important de- 
cisions in regard to extensions’? reads 
to ‘‘answer any legal questions von 
or vour attorney may ask.’’ (Filed 
as Exhibit 607). Then between that 


' and the 6th you seem to have wired 


to him that you desired the Northern 
Trust Company and Mr. Noble Judah 
to be in the transaction. Mr. Judah 
being the solicitor who had been re- 
commended to vou bv the Bank of 
Montreal? A.—Exactly. 
Q.—‘‘Anyone,’”? Mr. McKinley says 
on the 6th, ‘‘is satisfactory to me.’’ 
(Reads to ‘‘my experience has been 
that cash is a pretty good thing to 
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figure by.’’) What was the difference 
between the Audit Company man and 
hime A.—Speaking from memory 
there was a difference of about $5,000 
in the total. I won’t be positive, but 
it was not very much. The Audit 
Company’s figures on the whole very 
closely confirmed the figures that had 
been given to us, with the exception 
that there was a little variation due 
to their figuring on tickets that had 
been used and the Traction Company 
figuring on tickets sold. It is an old 
difference between the ways of figur- 
ing. Hither is good enough, if you 
get enough of it. 

Q.—Then there is a further letter 
from him, a sort of postscript letter 
of the same date, the 6th, written 
from Chicago saying that he has run 
up there to see the Trust Company 
and to see Mr. Judah. I need not 
read that; that will be pinned to this 
and will form one Exhibit (No. 608.) 
Then did you communicate with Mr. 
Hodges and have him wire you? A. 
—We did and we got a wire from 
him. 

Q.—With the result that you got a 
wire on the 9th saying, ‘‘My impres- 
sions of all properties are very favor- 
able???’ A.—Exactly. 

Q.—Then what took place next? 
A.—Shortly afterwards we received a 
full written report from him, going 
into the matter at considerable de- 
tail, and his report was very favor- 
able and entirely confirming the favor- 
able impressions which Mr. Kingman 
and myself had formed from our own 
examination. 

Q.—Meantime you had seen Mr. 
McKinley according to his understand- 
ing? A.—Mr. McKinley came to 
Montreal on January 138th. 

Q.—Then did the matter take the 
shape that is shown in this memor- 
andum? A.—Yes. 

Q.—And what is the relation of that 
memorandum to the earlier one, the 
date of which we could not quite make 
onte “A=I Fam motat allvsure: ‘1 
found this earlier memorandum among 
our papers, but my memory is a little 
hazy about how this one comes there. 

Q.—Perhaps we will not, unless you 
see some necessity for it, embarrass 
the record with the earlier one, but 
take this one of 138th January as em- 
bodying the terms you came to upon 
that day? A.—Yes. 

Q.—I am not forgetting about the 
subsequent report of Mr. Hodges, but I 
will put all the Hodges papers in to- 
gether when we come to that date. 
On the 13th January you had a meet- 
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ing here and he had been at Portland 
in the meantime, had he? A.—I 
think so, yes. 

Q.—And having regard to the fact 
that Hodges had wired you, he pro- 
bably was feeling pretty easy in his 
mind as to whether or not he could 
come to a deal with you? A.—TI have 
no doubt. I think that Hodges was 
with him when he sent the telegram 
so that I think he knew about it. 

Q.—Then did your Board assemble 
on the 13th? A.—Our Board would 
have met that day because it is the 
regular day just one week before the 
30th, but there was no minute on the 
subject. 

Q.—Do you think that he meant 
others of your Board besides yourself ? 
A.—It is quite possible, but I really 
cannot remember. 

Q.—Did he bring his attorney with 
him as stated? A.—I think he did, 
but my memory there is a little bit 
hazy. I have no reason whatever to 
doubt that he did; my strong impres- 
sion is that he did. 

Q.—Had you anybody here acting 
for you? A.—Yes. 

Q.—Who? A.—Mr. Selkirk Cross. 

Q.—Was there a good deal of dis- 
cussion, or did the matter culminate 
in the arrangements without any diffi- 
culties and without much negotiation ? 
A.—There was very little difficulty in 
our arriving at terms, because every- 
thing had been so fully discussed be- 
fore, that it was just a question of 
getting things into good shape and 
then handing the whole matter over 
to Mr. Judah to put into legal shape. 

Q.—Then this is the memorandum, 
and this memorandum has your own 
initials and the initials of Mr. Mc- 
Kinley? A.—Yes. 

Q.—These initials authenticating the 
memorandum. You have your stamp 
on it of 13th January. A new com- 
pany to be incorporated under the 
laws of the State of New Jersey—I 
thought we would hear of the State of 
New Jersey soon—to be known as the 
Illinois Railways and Light Company. 
Capital $3,000,000. Collateral trust 
bonds for $750,000, 5 per cent. half 
yearly, 20 years, redeemable at par any 
time. What bonds were those? A.— 
That is evidently the original idea that 
the bonds were to be secured by thea 
deposit of the stocks of those compan- 
ies and not by mortgage. 

Q.—The original idea being that the 
bonds were to be bonds of the parent 
company? A.—Yes. 

Q.—That is of this company that 
was to be the Jersey Company. ‘‘Also6 
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exchangeable for any new bonds that 
two-thirds of the holders of that is- 
sue of bonds should decide to 
accept, in lieu of their issue, 
bond for bond.”’ What does that 
mean? A.—Would you mind reading 
it againP I haven’t read this lately. 

Q.—‘‘Also exchangeable for any new 
bonds that two-thirds of the holders 
of that issue of bonds should decide to 
accept in lieu of their issue, bond for 
bond.”’ What was the probable or 
possible necessity of a new issue to re- 
deem the old? A.—In case of some 
refinancing scheme. I don’t remember 
the details. 

Q.—That sounds plausible and pro- 
bable. Six directors, Messrs. McKin- 
ley and two others to be named by 
him. Mr. Robertson Macaulay, Mr. 
Ewing and Mr. Thomas B. Macaulay, 
that is your side? A.—Yes. 

Q.—Three on each side. President, 
Mr. McKinley. Vice-President, Mr. 
Robertson Macaulay. Secretary Mr. R. 
R. Mattice, who is he, is he a Me- 
Kinley man? A.—A relative of Mr. 
McKinley. 

Q.—Mr. McKinley is to go ahead 
and arrange for the organization of 
this company? What properties are 
referred to here? Those of the sub- 
sidiary company? A.—AIl the prop- 
erties, I suppose so. 

Q.—The outstanding bonds, those 
would be the bond issue of the sub- 
sidiary companies? A.—Yes, 

Q.—That was for the purpose of 
getting rid of those separate organ- 
izations? The Vermilion Railway and 
Light Company was the holding com- 
pany? A.—yYes. The Vermilion Com- 
pany passed out of existence, but the 
Urbana and Champagne is still in ex- 
istence. 

Q.—What was the purpose of get- 
ting the Urbana and Champagne 
- Railway stock in? A.—He wanted to 
get some cash and wanted to deposit 
these things as security with us. 


Q.—Were the Vermilion shares to 
be security as wellP A.—Yes, the 
Vermilion shares at the start were 
all, that in reality, he could deposit 
until he could pay off the bonds of 
the. Champagne Company. 

Q.—That is what his share of the 
money was to pay off? A.—No, it was 
not intended at the start to get rid 
of the bonds of the Vermilion Com- 
pany at all, until later, you will find 
a little further on that they were got 
rid of. 

Q.—How was he to acquire these 
shares, by paying for them? A.—By 
paving for them. He owned a con- 
siderable amount. 
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Q.—In order to do that all he had 
to do was to pay the outstanding 
bonds? A.—No, he was to purchase 
the stock of the Vermilion Company. 
It was not intended that he should 
purchase the stock of the Danville 
The Vermilion Company 
at that time owned all the stock of 
the Danville Company. 

Q.—We have not heard of a loan to 
Mr. McKinley. It is not in this mem- 
orandum. We will go through the 
memoranda and get just what the 
transaction was about that loan. 
(Reads from ‘‘which will make a total 
of 10,000 shares” to ‘‘not later than 
May 10th.’’?) That foreshadows the 
loan set out in the statement you 
have just put into my hand. Let me 
stop there for a moment and get my 
ideas cleared up a little. The arrange- 
ment that was made according to the 
minute made in December was that 
you should advance $450,000, getting 
$500,000 of bonds for it? A.—Ex- 
actly. 

Q.—That he should advance $225,- 
000, getting $250,000 of bonds? A. 
—Exactly. 

Q.—That would make altogether 
$750,000 of bonds upon which $625,000 
would be advanced? A.—$675,000 
would be advanced. 

Q.—This seems to indicate a trans- 
action of a somewhat different nature. 
You are to lend Mr. McKinley in the 
first place $450,000? A.—Yes, get- 
ting as security the whole thing. 


Q.—Then when the bonds are is- 
sued, the $750,000, you are to get 
$500,000 of them, in cancellation of 
that debt? A.—Yes, which is exactly 
the same arrangement, you see. 

Q.—When it is carried out? A.— 
Precisely. 

Q.—So that this is Just an interim 
arrangement by which Mr. McKinley 
became a borrower pro tem until the 
issue of the bonds. 

Q.—It was intended to provide for 
any shortage in the deposit of stock 
with the trustee, upon which the bonds 
were to issue? A.—But no such short- 
age occurred. 

Q.—Then upon that day yon lent 
Mr. McKinley $150,000? A.—Yes. 

Q.—And you took as collateral 3.860 
shares of Vermilion and 1,081 of Ur- 
bana and Champagne according to 
this statement? A.—Yes. 

Q.—Then on the 2nd February you 
lent another $16,000? A.—Yes. 

Q.—And you got for that 120 shares 
of Vermilion and 420 of Urbana and 
Champagne? A.—Yes. 
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Q.—Now, does that mean that in 
the meantime Mr. McKinley was pick- 
ing up these sharesP A.—LExactly. 

Q.—And as he got a bunch of them 
together he would bring them to you 
and you would advance him propor- 
tionately te the amount of the stock? 
A.—Exactly. 

Q.—AIll under the terms of the mem- 
orandum, and all with the intention 
that you should in the end become 
the holders of the bonds and so can- 
cel this debt? A.—Exactly. 

Q.—Then on the 4th February a loan 
of $134,000 upon 2,875 shares of Ver- 
milion, 1,685 shares of Urbana and 
Champagne; on the 17th March an- 
other loan of $65,400 on 10,000 shares 
Vermilion, making a total loan of 
$365,400. Then there was a change. 
But before going into that, so as to 
preserve the chronological arrange- 
ment, I come to Mr. Hodges’ report. 
That was, you told us, a favorable 
report? A.—Yes. 

Q.—It fully bore out what had been 
observed by yourself and Mr. King- 
man on your visit? A.—It was very 
satisfactory. 

Q.—Unless you want me to read 
that I will put it in unread. The 
memorandum of the 13th January will 
be Exhibit 609; the statement of the 
interim loans to McKinley, 610, and 
the telegraphic and extended reports 
of Mr- Hodges, Exhibit 611. 

Q.—Now, the papers so far are con- 
sistent and consistent only with bonds 
being issued of the Illinois Railway 
and Light Company. Can you tell 
me when that element was dropped 
out of the scheme and that company 
became a holding company merely of 
the bonds of the subsidiary compan- 
ies? A.—It was some time about the 
middle of January. I think the sug- 
gestion originated with Mr. Judab. 

Q.—Have you any correspondence 
on the subject? A.—I think you have 
some. For instance, January 21st. 

Q.—tThere is a letter of September, 
which has got out of its place. You 
have not made the correspondence 
quite complete, because I see in Mr. 
McKinley’s letter to you of the 19th 
January he refers to a letter from 
you? A.—TI did not make it com- 
plete becanse- there were a number of 
letters and 1 just picked ont the ones 
I thoyght essential to give the thread 
of it and T left out any I thought un- 
important. 

Q.—Very likelv we will eather the 
gist of your letter from his. Has 
this first paragraph about the Trust 
Comvany anvthing to do with it or 
is that about something else? A.— 
That is referring to Mr. Judah’s nego- 
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tiations or investigations apparently. 
We found out for him from the Am- 
erican Trust Company, who were 
trustees for one of the underlying is- 
sues, of a $300,000 issue. It was just 
in the way of getting the Trust Com- 
pany as trustees for one of the sub- 
ordinate issues to certify the exact 
number of bonds of that issue that 
were still outstanding. 

pared had to be provided for? A. 
ay oan 

Q.—Then we will just pass that 
over. How did this plan of financing 
strike you, Mr. McKinley asked. A. 
—May I interject here, this is the 
scheme that finally went through with 
very few modifications. 

Q.—‘‘We will propose to execute a 
trust deed securing $1,600,000.’? That 
has been raised $200,000. A.—The 
trust deed finally made $2,000,000, a 
certain amount being reserved in 
trust. 

Q.—What was the reason for mak- 
ing $200,000 more of bonds than had 
been contemplated? A.—I think you 
will find that he explains that as he 
goes along. Mr. McKinley’s idea was 
that the Illinois Traction, or Railways 
and Light Company, as it was then, 
should have this subordinate company, 
the Danville, Urbana and Champagne 
Railway, issue $1,600,000 to be used 
as already explained and of which the 
bond house should purchase two-thirds 
and sell to the public and that he and 
we should keep one-third. 

Q.—‘‘We will further provide that 
there should be issued at once bonds 
to the amount of $25,000 per mile for 
the 26 miles of road now in operation”? 
reads to “‘D. P. and N.’’ What was 
that? A.—The Danville, Paxton and 
Northern. That was a small sub-com- 
pany that sold out immediately after- 
wards to the Danville, Urbana & 
Champagne, and passed out of exist- 
ence. It owned one of the spurs, and 
passed out of existence at once. 

Q.—Then this is a scheme which 
makes the right hand wash the left; 
you get so much profit out of the sale 
of a particular block of bonds, use 
that profit in driving forward another 
extension and bond that and so on. A. 
—Well, if you substitute the word 
‘‘proceeds”’ for ‘‘profit.’’ 

Q.—I should have said _ proceeds. 
Then he sums up. we would then have 
outstanding $1,275.000 of bonds on 
the 51 miles of road, and would have 
for ourselves $425,000. of botrds and 
$100,000 in cash to apply on the $750.- 
000 on collateral. trust bonds we hold.”’ 
(Filed as Exhibit 612). Then this 
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is a memorandum of certain papers 
which we need not, I think, bother 
about, Then your letter of the 21st 
January, 1903, to Mr. McKinley. A.— 
I think that is in reply to one you 
read, 

Q.—“I think it would be better to 
geo ahead with the necessary extensions 
of the line.”’ Did this scheme of 
finance which he was advancing and 
you approving practically mean that 
the thing would finance itself as it 
went along and that you would not 
have anything more to put up than 
you had already put up? A.—No, 
except the $200,000. 

Q.—Except the $200,000 ‘you would 
not expect to put up any more? A.— 
Yes, and the $100,000 he was putting 
up. 

Q.—That was in addition to what 
you had then lent to him, which was 
$150,000 at that time. A.—No, that 
is in addition to the $450,000. That 
rould bring it up to $650,000. The 
450,000 was for the purchase of the 
stock. 

Q.—That would have to be expended 
any way? A.—Yes, and then the bal- 
ance was for these extensions. 
.Q.—Then there is something about 
Rawlins? Is that of importance? A. 
-—Rawlins and Sons are a very large 
arm in Boston, of bond dealers, that 
we had had many dealings with before. 
I think we had bought more bonds from 
them than any one firm in previous 
times, and we thought we could inter- 
est them to take a part of this jointly 
with us. We got right down to the 
actual terms on which they were to 
take these bonds. 

Q.—But in the end they did not? 
A.—No. 

Q.—Then I do not think I will 
lengthen the matter by reading about 
that. That did not come to anything. 
You were at that time contemplating 


setting somebody to help you carry . 


the loanP A.—Yes. 


(Documents last referred to filed 
as Exhibit 613). Then comes the letter 
of the 28rd January, 1903. (Reads 
this letter). That was a suggestion 
that the whole scheme should be 
changed, that it should not be a com- 
pany ‘issuing bonds, but a mere com- 
pany holding stock. 
That expression ‘‘work $100,000 out of 
the road’’ meant that the surplus 
earnings of the road would be suffi- 
rient to pay $100,000 for the new 
track. 

Q.—Then he deals with the pur- 
chase of generators, track and so on, 
snd he says something which I dare 
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say you have underscored; that he has 
been constructing plants for 15 years © 
and until the last five years has al- 
ways been compelled to figure very 
closely and carefully. ‘‘A habit that 
does not hurt anyone.’’ (Filed as Ex- 
hibit 614). Is your letter of the 28th 
January in response to that? »A—- 
Yes, I think so. 


Q.—On the last page you have this, 
which is relevant, ‘‘I think it is de- 
sirable that the Illinois Railways and 
Light Company should guarantee the 
new issue of bonds.’’ Reads to ‘“‘by 
depositing them with the Trust Com- 
pany than in any other way.’’ There 
is only a small part of your letter that 
is useful, but we had better keep it 
all. (Filed as Exhibit 615.) Then 
the last letter before the adjournment 
will be that of the 29th from Mr. Mc- 
Kinley to you. The only important 
statement is, “I would much prefer 
to sell the bonds at 90 and we keep 
all the stock. In fact I would be per- 
fectly willing to put in the difference 
in cash if necessary??? A.—Mr. Mc- 
Kinley had very great faith in that 
stock, that it was going to be very 
valuable and his faith was justified. 
(The letter is filed as Exhibit 616.) 

Q.—He justified it by his works and 
so did you. Now, there is an inter- 
regnum there in the correspondence, 
and the correspondence up to the pre- 
sent time marks one phase of the mat- 
ter. Can you now show me upon this 
map what additional property had 
been brought in up té this stage. Is 
there anything additional up to the 
stage at which the correspondence has 
arrived? I will mark what it was 
at that time. A.—That is when 
finished out of that issue of bonds. 

Q.—From Danville to Champagne? 
A.—AlIl the spurs. 

Q.—What about that Danville, Pax- 
ton and Northern? A.—It owned a 
little piece, I forget just which piece 
of these spurs, but it passed out of 
existence immediately. These spurs 
were not all finished. For instance 
the piece from the southern end of the 
longest spur, from Georgetown to 
Ridge Farm was only built about a 
year ago. 


Q.—I think that the transaction you 
have spoken of does not appear under 
any of the dates that we have cover- 
ed in your list of stock and bonds 
transactions in 1902 or 1903. That 
is, not in any separate formP <A.— 
The very first entry would be when 
the permanent bonds were issued and 
the temporary loans paid off. 
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Q.—Would not the loan appear in 
this? A.—I don’t think so, no loans 
appear there. 


Q.—This is merely where you per- 
manently invest your funds? A— 
Yes, and no stock loans appear there 
at all. Excuse me, the stock loan 
statement is at the back. 

Q.—In 1903 in your statement of 
loans on bonds and stocks you have, 
under the date January to March, 
“Hon. W. B. McKinley 16,855 shares 
Vermilion; 3,186 shares Urbana and 
Champagne; rate of interest 5 per 
cent. Amount of loan $365,400. Date 
June 30th, 1903.’’ That is the date 
when it should be paid, is it? A.— 
The date of payment, I think. 

Q.—And then ‘‘amount repaid $365,- 
pe ORE that it was all paid off? 

.—Yes. 


Q.—That was, in fact, paid off, as 
it was intended that it should be by 
your becoming owners of certain 
bonds? A.—Exactly. 

Q.—I want to see whether you can 
take the figures I am going to give 
you here and bring them into line 
with that statement. In the account 
of stocks and bonds purchased, trans- 
actions in 1903, we have: ‘‘March to 
June. Danville, Urbana and Cham- 
pagne railway bonds, W. B. McKin- 
ley; at prices ranging from 85 to 90 
per cent., $884,000 par value.’’ For 
which you paid $771,956.72. You see 
that entry? A.—yYes. 

Q.—Can you divide it up for me? 
A.—Yes, $406,000 of those bonds at 
90 represent the amount that was 
covered by these loans. 

Q.—Make the multiplication. $365,- 
400? A.—yYes. $406,000 of bonds at 
$0 supplied the exact $365,400 requir- 
ed upon the loan. 

Q.—Well, then was all the rest at 
85? A.—AIll the rest was at 85. That 
is explained clearly in the correspon- 
dance: 

Q.—That is 478 at 85? A.—What 
is the total amount. 

Q.—With exchange probably this is 
right. That would be $771,700. Here 
the figures are $771,956.72? A.—That 
will be exchanged, I presume? 

Q.—Then you are right that the 
other 478 would be at 85, while the 
406 was at 90? A.—That is right. 
Here are the entries. 

Q.—You got $406,000, allowing Mr. 
McKinley 90 for that, in discharge 
of his loan? A.—Yes. . 

Q.—How did you come to do that 
when you were yourselves having to 
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pay only 85? A.—tThe first issue of 
bonds was all at 90. I mean the first 
purchase of bonds, the $406,000 and 
Mr. McKinley’s $250,000 were all paid 
for at 90. 


Q.—What you mean to say is this, 
this $406,000 was all you were entitled 
to get at 90? A.—At 90. 


Q.—He was entitled to get a cor- 
responding amount under your agree- 
ment with him at the same figure? A. 
—One-half that amount. 


Q.—A proportionate amount I 
should have said? A.—Precisely. 


Q.—At the same figure 90, and you 
both got at 90, you wiping out his 
debt with what you sold off? A.— 
Exactly. 


Q.—Then you did not get $750,- 
000? A.—No, we only got $450,000. 
He got $250,000. 

Q.—Did he get the whole $250,000? 
A.—Yes. 

Q.—Why didn’t you get $500,000? 
A.—Because there was a difference of 
$94,000 taken by our directors and 
our friends in Montreal. The $750,- 
000 was made up as follows: $406,000 
taken by the company; $250,000 taken 
by Mr. McKinley, and $94,000 taken 
by persons in Montreal, directors and 
others. 


Q.—Then you can give me, before 
we meet again, the names and amounts 
of those who took? A.—I think we 
have that here. 

Q.—They all got theirs at 90? A. 
—Yes. 

Q.—So that the whole $750,000 was 
actually handed out? A.—yYes. 


Q.—Mr. Robertson Macaulay, 13 
bonds, is it? A.—He got $13,000 
of bonds. 

Q.—You got $50,000? A.—Through 
the Quebec Bank I got $50,000, yes. 

Q.—At 90? A.—yYes. 

Q.—Or did you get them at any 
lessP A.—No. ; 

Q.—And all these got at 90, I am 
assuming? A.—That is right. 

Q.—Mr. H. R. Macaulay, who is 
he? A.—My brother. 

Q.—He got $10,000? A.—Yes. 

Q.—Mr. Kingman, $10,000. Mr. 
Tasker $6,000. Who was he? A.—A 
director. 


Q.—And Mr. Stevenson of the Que- 


bec Bank got $5,000. That was all, 
was it? A.—I think so. 
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Q.—That makes 500? A.—That is 
right, 

Q.—When you said directors and 
others, was Mr. Kingman a director? 
A.—He was. 


Q.—Mr. H. R. Macaulay was the 
only one, not a director. A.—And Mr. 
Stevenson of the Quebec Bank. 


Q.—Then about the bonus stock that 
was to come. These bonds, of course, 
were the bonds, not of the Traction 
Company, but of the Danville, Ur- 
bana and Champagne Railway? A.— 
Yes. 


Q.—Which had absorbed the Dan- 
ville, Paxton and Northern? A.—Yes. 


Q.—And the bonds were secured 
upon the properties of both? A.—Yes, 
and were guaranteed also. 


Q.—By the parent company which 
was then the Illinois Railways and 
Light Company? A.—And also by 
the deposit of the entire capital stock 
of the Danville Street Railway and 
Light Company and of the Urbana 
Railway, Gas and Electric Company. 


Q.—Those stocks to be subject to a 
prior loan from your own bonds of 
$1,400,000. A.—About that. 


Q.—Then your company was to get 
one million and a half of the stock of 
the parent company as bonus upon the 
transaction. A.—When you say our 
company, you mean our company and 
those acting with them. 


Q.—And those who were acting un- 
der its wing? A.—That is right, con- 
jointly with it. 

Q.—And was that divided propor- 
tionately between these gentlemen who 
took the bonds ? A.—Exactly. Ev- 
eryone treated on absolutely the same 
basis to the very cent. 

Q.—Let us take that down upon the 
record. The company got $1,218,000 
of bonus stock. Mr. Robertson Mac- 
aulay got $39,000. You got $150,000. 
Mr. H. R. Macaulay got $30,000. Mr. 
Kingman $30,000. Mr. Tasker $18,- 
000. Mr. Stevenson $15,000. Those 
make altogether $1,500, 000? A.—That 
is right. I would like to emphasize 
although I have already stated it, 
that everybody came in on exactly the 
same terms and no person got any ad- 
vantage over any person else or over 
the company. 


Q.—Except, I suppose, that if one 
of these gentlemen had gone out with 
his $10,000 or his $6,000 to buy these 
bonds he could not have bought them 
on the same terms or got the same 
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bonus stock? A.—That is unquestion- 
able. 


Q.—But coming in under this gen- 
eral resolution and under the wing of 
the company he was able to get the 
same terms as the company which had 
the large funds? A.—Exactly. 

Q.—Then you have also given us the 
division of Mr. McKinley’s million 
and a half of bonus stock? At least I 
assume that that is what those figures 
are intended to give. A.—Yes. 

Q.—Before leaving that, were there 
directors who did not come in? A.— 
Yes, only four out of the nine direc- 
tors came in. Five did not. 


Q.—Then Mr. McKinley’s million 
and a half was divided up on perhaps 
not quite such generous terms. §1l,- 
497,000 to McKinley himself: $10,000 
to who was that gentleman? A.— 
C. Zilly. 

Q.—$1,000 to Mr. Pepper; and $1,- 
000 to Mr. Johnson. Those were as- 
sociates of hisP?. A.—Officials of the 
company out in [linois. But that was 
only the first division of Mr. McKin- 
ley’s stock. He afterwards divided it 
much more extensively. 


MR. LANGMUIR: What is that 
stock worth to-day, if you can tell me. 
A.—That stock was afterwards divided, 
40 per .cent. being made a preferred 
stock and 60 per cent. remaining com- 
mon. The preferred stock is to-day 
worth about 95. It is listed on the 
Montreal Stock Exchange, and is one 
of the choicest securities you can get 
ot that character. The common stock 
is held very closely and in fact you 
cannot get it at all. But as it is earn- 
ing about 9 per cent. on the common 
stock to-day, this year, after paying 
all the interest upon all the bonds and 
paying 6 per cent unon the preferred 
stock so that in our estimation, while 
it is entirely an estimate because there 
have been no dealings to speak of— 
we have put it in at 55 as very low. 
In our contingent fund we have figured 
it as worth about 55. For a_ stock 
that is paying 9 per cent. we think 
that is a very low valuation, but there 
have been no dealings in it. 


MR. SHEPLEY: This seems to be 
a good time from your standpoint, at 
which to adjourn. A.—The 9 per cent. 
is not paid, you understand, but is 
earned. 


(At 4.380 p.~m. on Tuesday, 23rd 
October, adjourned to 10.30 a. m. on 
Wednesday, the 24th October), 
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SUN LIFE ASSURANCE COM- 
PANY.—Continued. 


T. B. MACAULAY, Examination 
resumed by Mr. Shepley: 

MR. SHEPLEY: Then the first 
thing that I will do, if your Honor 
will permit me will be to put in a let- 
ter of the 5th October, 1903, from 
the witness to the Manager of the 
Merchant’s Bank, a letter of the 6th 
October from the Manager of the Mer- 
chant’s Bank to Mr. Macaulay in con- 


nection with the Shawinigan Power 


Company. 

WITNESS: No, that is about the 
right to overdraw. 

MR. SHEPLEY: Yes, about the 
right to overdraw. Then we will have 
a copy made later and return you 
the original. That will be exhibit 
617, it is in connection with the over- 
draft. Then Mr. Macaulay also gave 
me three letters from himself to Mr. 
McKinley, or copies of three letters, 
one 18th December, one 26th Decem- 
ber, and one 80th December, 1902, 
which will go to complete the record 
in respect of this traction matter. 
These will be one exhibit, (Exhibit 
618). 

Q.—Then a fourth letter from Mr. 
who is the A. L. Rich Com- 
pany? The Decatur enterprise fell 
within the scope of the Illinois Trac- 
tion Company later? A.—Yes. 

Q.—Then it is quite right that we 
should take that up now. On the 
10th February, 1903, a firm of brok- 
ers, living where? A.—Cleveland. 

Q.—Wrote to you introducing the 
Decatur and Springfield Railway to 
your notice, and an enclosure you gave 
us was a sort of prospectus of the 
enterprise? A.—Yes. 


Q.—We will just see what the letter 
says, ‘‘We are sending you under sep- 
arate cover, plan and report in con- 
nection with the Decatur and Spring- 
field Railway.’? (Reads.) That is a 
Ml trust, the Hominy Trust? A.— 

es. 


Q.—Then comes the enclosure which 
purports to be a confidential report 
from Mr. Crankshaw upon the road 
and its equipment? A.—Yes. I may 
explain that this road— 


Q.—You sent a copy of this letter 
to Mr. McKinley in a Jetter from you 
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on the 13th February? A.—And 
wrote him more fully later. 

Q.—And on the 18th February you 
wrote him more fully, enclosing him 
a copy of the prospectus? A.—yYes. 

Q.—And on the 16th February you 
acknowledged the receipt of the let- 
ter to the firm of brokers? A.—Yes. 

(Three letters, with the letter and 
report attached, exhibit 619.) 

Q.—Show us first on the geography 
where the thing is? A.—I will ex- 
plain that the proposed Decatur and 
Springfield Railway was one that these 
people were arranging to build from 
the city of Decatur to the city of 
Springfield on exactly the line which 
was. afterwards built by the Illinois 
Traction Company under the name of 
the Illinois Traction Company, and 
it was to include that interurban line 
of 39 miles, and also a local street rail- 
way in the city of Decatur. The get- 
ting of that letter was very unwel- 
come to us, because Mr. McKinley 
and we had been in private conversa- 
tion, looking forward to the fact that 
probably sometime the Illinois, Trac- 
tion Company would build this, and 
to our annoyance, as you will see by 
the letter, I found these people were 
getting ahead of us. 

Q.—He speaks of this as an old es- 
tablished road at the time? A.— 
That is part of it, the part he refers 
to was the street railway in the city 
of Decatur. McKinley and some asso- 
ciates of his already controlled the 
gas and electric company, in the city 
of Decatur, but did not at that time 
contro] the street railway, which was 
owned by the Shellabarger family. 

Q.—Then you had been looking for- 
ward to extending your enterprises 
in the very direction and over the 
very territory that this proposition 
covered? A.—Precisely. When I say 
‘‘we?? IT mean Mr. McKinley and our- 
selves jointly. 

Q.—Then what followed upon that? 
A.—They wished us to participate in 
supplying them funds on _ certain 
terms, but we would not agree to that. 
We declined. The only direct result 
of that was to perhaps hasten a little 
bit our movements in the direction of 
covering that piece of territory. 


Q.—Just let us wait for a moment. 
Then that was at that time merely an 
episode, and apparently it was not un- 
til the following December that you 
and McKinley ripened your plans? A. 
—It was not until the following De- 
cember that they reached completion, 
but in the middle of that summer of 
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1903 steps were taken to cover that 
ground. A company was incorporated 
by Mr. McKinley called the Decatur, 
Springfield and St. Louis Railway 
Company, which bought—it was only 
a temporary company; it was origin- 
ally intended to cover very much the 
same field as this Decatur and Spring- 
field had covered—it bought the local 
street railway from the Shallabergers, 
and it began to build the line from 
Decatur to Springfield in the way that 
was proposed. Later on in that year, 
in December of 1903, the plans were 
changed on account of legal difficul- 
ties. Under Illinois law it was found 
that there were difficulties in the way 
of the company owning a line that 
would be built under the General 
Railway Act, as all the interurban 
lines were built, and a street railway 
incorporated under the Street Rail- 
way Act, and also a light and gas 
company. The laws of Illinois did 
not permit that, and therefore the 
proposition was divided up into three 
parts, the one the Decatur Railway 
and Light Company, which included 
only the Decatur Street Railway and 
the Decatur gas and electric plant, 
and then a new company was formed 
called the ‘Illinois Central Traction 
Company, which built the line from 
Decatur to Springfield, and then the 
old company known as the Decatur, 
Springfield and St. Louis had its name 
changed, the word ‘‘Decatur’’ being 
dropped out, and the name_ being 
changed to the St. Louis and Spring- 
field, and it undertook to build the 
line from Springfield south. That di- 
vision was made in December, 1903. 

Q.—From Sprngfield south? <A.— 
Yes. 

Q.—That is in the direction of St. 
Louis? A.—Yes, here is St. Louis. 

Q.—That was in addition to the 
proposition that had been covered by 
the Shellabarger people? A.—By the 
Rich people. The Shellabargers were 
selling out to the Rich’s. It was fur- 
ther than theirs in that it contem- 
plated going some distance south, 
which theirs had not contemplated. 

Q.—Was that enterprise the next 
in order of the enterprises which after- 
wards fell into the Illinois Traction 
Company? A.—It was. 

Q.—It was the next in order? A.— 
Yes. 

Q.—That it followed upon the road 
we were discussing, the enterprise we 
were discussing yesterday? A.—Ex- 
actly. 

Q.—In order of time? A.—Origin- 
ally they were all under one name for 
a portion of the year. 
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Q.—I think I found in your stocks 
and bonds record a record in Decem- 
ber, 1903, of the Decatur Railway and 
Light Company bonds, a record of the 
Illinois Central Traction Company 
bonds, and what was the others? A.— 
St. Louis bonds. 

Q.—Did you take those bonds that 
year? A.—TI think so. 

Q.—Under what name? A.—The St. 
Louis and Springfield. 

Q.—yYes, you are quite right. The 
St. Louis and Springfield bonds, which 
we will deal with in a moment. I gave 
you certain dates for correspondence 
with Mr. Judah in connection wth 
the formation of the parent company? 
A.—The request for those letters came 
just as I was leaving the office, and 
the stenographers ate making copies. 

Q.—We will leave it for a time. 
This correspondence I have here, given 
me yesterday, commencing with your 
letter to McKinley of 2nd March and 
taking in his letter to you of the 12th 
March, his letter of the 16th March, 
his letter of the 30th March, your 
letter of the 9th April, his letter of the 


llth April, yours of the 14th April, 


his of the 2nd May, yours of the 4th 
May, yours of the 6th May, are all 
letters dealing with the brokers’ nego- 
tiations towards the development. of 
your enterprises? A.—Yes. 

Q.—You had some others this morn- 
ingP A.—Yes. 

Q.—Then I will add to these before 
making them an exhibit your letter 
of the 6th May, and his letter of the 
9th. These are in order you say? A. 
—Yes, 

Q.—And certain other letters? A. 
—Yes, 

Q.—I will put these all in one dock- 
et and make the whole docket an ex- 
hibit (Exhibit 620). That is all the cor- 
respondence in connection with these 
enterprises during that year? A.— 
‘And the next year also I think, or 
part of the next year. 

Q.—Now tracing your investments, 


‘the Decatur Railway and Light Com- 


pany bonds, you took $281,000 of those 
at 85? A.—Yes. 

Q.—Is that all you took?, A.—No, 
we took in all $600,000. 

Q.—Decatur Railway and Light 
Company? A.—Yes, but a large por- 
tion of those were not paid for until 
1904. In all we took exactly $600,- 
000. 

Q.—Was that the original arrange- 
ment? A.—yYes. 

Q.—That was the original arrange- 
oon that you should take $600,000? 

2. Yes: 
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Q.—Give me the lots in which you 
took them, and I will follow them in 
this? A.—We had the Trust deeds 
here yesterday but they are not here 
just now, we will get them. As I 
mentioned, the original intention was 
that the whole line from Decatur 
through St. Louis and down as far 
as Gerrard, and afterwards as far as 
Carlanville, including the local Street 
Railway in Decatur, wes intended to 
be one company, and that company 
was incorporated under the name of 
the Decatur, Springfield and St. 
Louis, and issued its bonds to us as 
the work progressed, and we advanced 
during 1903 to that company a total 
of $692,000, for which we got $814,- 
000 of bonds; in December of that 
year, however, as the correspondence 
there speaks of it, it was decided to 
break that company into three, one 
continuing under a change of name, 
the original company continuing under 
a change of name from Springfield 
- south, and then the Decatur Railway 
and Light Company, and the Illinois 
Traction Company, the amounts that 
had been expended in the course of the 
year on construction exclusively I 
think were then divided between these 
three properties, as they had been 
spent, and then we got bonds for each 
of those, and of the amount that had 
been spent in that way during 1903, 
the amount that had become from the 
Decatur Railway and Light Company 
was $259,500, calling for bonds of 
$305,294.14. 

Q.—How did it call for bonds to that 
amount? A.—At 85, the bonds being 
figured on the basis of 85. ; 

Q.—Even that does not give you 
the A.—No, that was just the 
first item. 


Q.—How were you doing during the 
work of construction? Were you 
trusting them for bonds? A.—No, we 
had bonds. We had bonds for the 
Decatur, Springfield and St. Louis 
Railwa~ Company, temporary bonds. 

Q.—You were just getting the tem- 
porary bonds of the large company, 
before its resolution into elements? 
A.—Exactly. 

Q.—Would they get the bond upon 
a certificate of work done, or would 
they have the bond and lodge them 
with you and get the money to do 
the work? A.—They had bonds and 
lodged them with us, and we advanc- 
ed the money as the work progressed. 
We always had a surplus of bonds. 

Q.—What certificates did you get? 
A.—-We trusted very largely to Mr. 
McKinley and the officers of the Trac- 
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tion Company supplied us information, 
and as far as possible all the large 
amounts were paid direct to the people 
from whom they bought supplies; for 
instance we told them that everything 
they paid for rails and everything of | 
that kind,—we saw that the money 
went direct ourselves. : 

Q.—What was the total issue of 
bonds placed in your hands—I mean 
of the original company? A.—It was 
either $900,000 or one million dollars, 
I forget which. 

Q.—There were bonds issued before 
the work was done and handed to you? 
A.—They were issued in several lots 
from time to time as the work went 
on. 

Q.—But always came into your 
hands in advance of the work being 
done? A.—Precisely. 

Q.—Coming into your hands in var- 
ious lots? A.—Yes. 

Q.—You would hold the bonds, and 
upon it being reported to you by the 
people who were doing the work, that 
they had done a certain amount of 
work, or were entitled to a certain 
amount of money, you would advance 
that sum of money? A.—Yes, but I 
would like to mention that we had 
P. S. Ross & Sons of Montreal, the 
auditors of our own company, ap- 
pointed auditors of the company, and 
sent them out at intervals to oversee 
everything themselves, and check up 
everything, so that we had the benefit 
of our own auditors checking every- 
thing. 

Q.—Had you an independent en- 
gineer overseeing the work? A.—wNo. 

Q.—What you relied upon then was 
two things: first, the integrity of the 


people who were doing the work, and 


secondly, the supervision of your own 
auditors? A.—And Mr. McKinley, 
we trusted very largely to Mr. Mc- 
Kinley. He had an equal stake in 
the whole company with ourselves. He 
owned one-half of the entire capital 
stock, and it was to his interest just 
as much as ours to see everything was 
done correctly. McKinley himself did 
not spend one dollar of— 

Q.—Who owned the other half of 
the stock? A.—The Sun Life Com- 
pany: and the Montreal people. 

Q.—The proposition involved your 
getting one-half the capital stock— 
A.—I am speaking of the Illinois 
Traction Company. 

Q.—I am not speaking of that at 
present, I am speaking of the original 
company out of which the others 
sprung? A.—Mr. McKinley owned 
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one-quarter of that. We owned three- 
quarters, but the entire four quarters 
were deposited with us as security in 
the meantime. 

Q.—You had the whole stock de- 
posited, the ownership, subject to that, 
being a quarter in McKinley and 
three-quarters in you? A.—Yes, and 
in reality this was only an extension 
of the Illinois Traction Company. 

Q.—Then in respect of that stock, 
that was like the other stocks we have 
heard about in this connection. It 
was stock which was issued together 
with the bonds? A.—Exactly. 

Q.—And this of course does not ap- 
pear in this account of securities of 
yours, because it was bonusP A.— 
Not here, but it appears in the list 
of bonus stock, and it appears here 
in our books. I can show you the 
entry in our books here. 

Q.—I do not doubt that at all. In- 
deed I know it is there. Well then, 
in that way you had expended you 
had said, $814,000, or had bonds to 
the extent of $814,000? A.—We were 
entitled to bonds to the amount of 
$814,000 in return for an expenditure 
of $692,164.07. 

Q.—And you were dividing that in- 
to its component parts. In 1903, you 
had earned $259,500, and when did 
you expend the balance? A.—$259,- 
500 less an amount that Rollins of 
Boston, took, $29,150, and then those 
amounts came from the Decatur Rail- 
way and Light Company. 

Q.—That left $233,550? A.—Then 
there was an amount of $122,200, less 
$7,791.81, the same way as what Rollins 
took. That was charged to the II- 
linois Central Traction Company. 
Then there was an amount of $343,- 
941.50, that was charged to St. Louis 
and Springfield. . 

Q.—These are the figures that I 
have here for 1903, Decatur $281,000, 
for which you paid $238,850? A.— 
That is right sir, but that includes a 
few entries made after the division 
of the properties. The properties 
were divided before the exact end of 
the year. That is the correct amount 
expended on the Decatur property up 
to December 31st, 1903. 

- Q.—And that includes certain small 
items you say of what natureP A.— 
Advances, just like other advances. 

Q.—Then the Illinois Central I have 
$132,000, on which you had expended 
$112,200?  .A.—That is correct, in 
exactly the same manner. 

Q.—And the St. Louis and Spring- 
field $410,000, for which you paid 
$348,500? A.—That is right. 
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Q.—That is what was expended dur- 
ing that year? A.—Yes. 

Q.—And those amounts were arriv- 
ed at by the division you speak of? 
A.—Yes, with the addition of some 
other items advanced in the same way. 


Q.—Can you tell me what was ad- 
vanced in the following year, or what 
bonds you required. Take the De- 
catur first? A.—On the Decatur we 
advanced the whole of the balance 
necessary to make up the $600,000. 

Q.—That is you got bonds to the 
tune of $319,000? A.—$319.000. 

Q.—I see some of those you paid 
as high as 90 for? A.—Yes. 

Q.—How is that? A.—There was 
$280,000 that we took at 90, under an 
agreement which is produced there 
with the shareholders of the Decatur 
Gas and Electric Company, they were 
taken in and the basis of the absorp- 
tion of the gas and electric company 
was that no cash should be paid, but 
that they should get bonds, $280,000 
of bonds of the new company, and 
$120,000 was it not—a certain sum of 
the stock of the new company, but 
they had to be assured that next year 
they could, if desired, sell those bonds 
at 90. 

Q.—You mean by next year, 1904? 
A.—1904; that in 1904 they could sell 
those bonds at 90. That was part of 
the agreement, and we took all those 
bonds up at 90 in accordance with the 
agreement. 

Q.—You guaranteed they would get 
90 in 1904P <A.—We guaranteed we 
aA purchase them if necessary at 

Q.—And you implemented that by 
purchasing them at 90 in 1904? A.— 
Exactly. 

Q.—For your own advances you al- 
ways got bonds at 85? A.—yYes. 

Q.—What is this document? A.— 
an is the Trust Deed. (Exhibit 

Q.—Then take the Illinois Central 
next. $132,000 of bonds, for which 
you paid $112,200. That is in 1903? 
A.—Yes. 

Q.—Now take 1904, there are several 
entries there, and I shall have to ask 
you to give me a little explanation 
with regard to them. The first is 
W. B. McKinley, $1,073,211.39, for 
which you paid $912,229.66. Why 
these odd amounts? How is that. A. 
—Because that was the amount paid 
on construction. We advanced the 
money as work progressed and we were 
outed to certain definite amounts of 
onds. 
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Q.—Did you get bonds in those odd 
amounts P A.—No, we always had 
bonds in excess of the amount we ad- 
vanced. 

Q.—For instance what did you ac- 
tually hold there? A.—We always 
had bonds—I do not remember how 
much—but we had bonds considerably 
in excess. 

Q.—How did you adjust that? Did 
you pay the difference? A.—No. The 
whole or a large part of the issue of 
—excuse me till I ask a question and 
find out. ; 

Q.—Certainly find out about itP A. 
—The amount that was authorized to 
be issued on account of the entire line 
from Springfield to Decatur was $1,- 
300,000, and we had that entire 
amount of bonds in our possession, 

Q.—You had the whole $1,300,000? 
A.—Yes. 

Q.—What was the division between 
you and McKinley of that, or between 
yon and anybody else? A.—I do not 
remember how much McKinley took, 
but he took a considerable amount. 

Q.—Was there anybody else in the 
taking besides you two? A.—KH. H. 
Rollins and Sons of Boston took $45,- 
000. Mr. McKinley I am told took 
none at first, but afterwards exchanged 
$50,000 of the Danville, Urbana and 
Champagne bonds for $50,000 of these, 
so as to have an interest in it. 

Q.—Who was entitled to the bal- 
ance over the $45,00? A.—The IIli- 
nois Traction Company. They were 
only entitled to give 

Q.—That is the parent company? 
A.—Yes. We only held these bonds as 
security for ourselves, and as trustees 
for the Illinois Traction Company in 
reality, to hand back any amount that 
was not really required at the end. 


Q.—Then it was you who were 
financing the whole proposition? A. 
—With the exception of $50,000 by 
McKinley; as far as I know that is 
the amount, and $45,000 by Rawlins. 

Q.—The $50,000 by McKinley was 
afterwards? A.—During the course 
of 1904—in January, 1994. 

Q.—But that was not the original 
arrangement, By the original ar- 
rangement you were to find all the 
money? $A.—No, McKinley was to 
put in $200,000. That was the orig- 
inal arrangement, but afterwards on 
account of his putting money into 
other things, he only put in $50,000. 
Originally he should have put up 
$200,000. 

Q.—And he exchanged that for 
bonds in the Danville, Urbana and 
Champagne? A.—Yes, Excuse me, 
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another man, Mr. S. L. Nelson, took 
$6,000. 

Q.—Then you would be entitled, if 
there were $45,000 to Rawlins, $50,- 
000 to McKinley and $6,000 to the 
other gentleman you speak of, $101,- 
009 altogether—that leaves of the 
issue of $1,300,000 just $1,199,000? 
A.—That is right I think. 

Q.—What did you hold? Did you 
hold $1,199,000 of bonds when you 
made this entry, $1,073,211? I want 
to get at your method with regard to 
it? A.—We held the whole amount. 
We would hold $1,199,000, assuming 
your figures are correct, and I think 
they are, 

Q.—And you hold the whole of that? 
A.—Yes. 

Q.—And your position in holding 
that would be that you were trustees 
for these parties with respect to this 
amount? A.—Yes. 

Q.—And trustees for the Illinois 
Traction Company for any balance? 
A.—Yes. In’ our vaults we have a 
place for bonds that do not belong to 
the company, a separate box, and any- 
thing that we have not yet earned 
by advances are put in there by them- 
selves, and’ whenever we would ad- 
vance any money so as to entitle us 
to any more, we would take out bonds 
from the box where we placed the 
bonds which did not belong to us, and 
would transfer them to the box which 
contained the bonds which did belong 
to us. 

Q.—What transfer have you made 
in connection with this particular lot 
of bonds, or what transfer did you 
make when you had earned $1,073,- 
211? What bonds did you transfer 
from the one box to the other? A.— 
We would transfer the exact amount 
that was required, except that we 
would necessarily put in an even 
thousand, because the bonds are in 
even thousands, and you would not 
break them up. 

Q.—Would you take an even thous- 
and below or an even thousand above? 
A.—Even thousand above every time. 


Q.—In respect of that last thous- 
and dollars of bonds, you would still 
continue to be trustees of a fraction 
of that for the parent company? A.— 
Precisely, but we never took credit 
in our books for any more than the 
exact fraction. 

Q.—What is this next entry in the 
account here, Illinois Central Trac- 
tion Company bonds, McKinley eighty- 
five, $56,000, Nelson par, $16,995? A. 
—That is $56,000— 


INSURANCE. 2905 


SESSIONAL PAPER No. 66 
90th day, October 24, 1906. 


Q.—The bracket of McKinley and 
Nelson should only be opposite the 
$56,000P A.—Yes. We sold McKin- 
ley and Nelson on exactly the same 
terms as we got it. 

Q.—Don’t you see the way you have 
entered it here, that $56,000 is not 
in addition to your $1,073,000, but 
it is taken out of that sum? A.— 
Precisely, that is right. 

Q.—Then we have to-revise what 
we gave a moment ago? A.—TI pre- 
sumed your figures were right. I had 
not checked this. We purchased $1,- 
073,211.39. 


Q.—You advanced money sufficient 
to entitle you to that? A.—Yes. 


Q.—At 85? A.—Yes, and after- 
wards sold to McKinley and Nelson, 
Nelson being a friend of McKinley’s, 
and connected with some more trac- 
tion companies out there, but not the 
Illinois Traction Company, in all $56,- 
000, on the same terms, which amount 
had to be deducted in reality from 
the amount we had advanced, and the 
amount we really were entitled to 
therefore was the balance. 


Q.—We must revise the figures we 


had before and take $45,000 only; 


that is the Rollins purchase, out of 
this amount of $300,000. That leaves 
$1,255,000, of which, subject to the 
$1,073,000, the parent company was 
entitled to the benefit, and those fig- 
ures will have to take the place on 
the record of the $1,199,000, that we 
spoke of before? A.—Yes. 


Q.—So much for that, and I. will 
have to come back to those entries, 
but I want to check next the other 
one, the St. Louis and Springfield. 
What was the arrangement with re- 
gard to that? And then you will test 
the figures in your account by the 
terms of the arrangement that you 
are going to tell me now. ‘That was 
the proposition which was added to the 
Rich proposition, the road going south 
from Springfield? A.—Yes, up to the 
end of 1903, we had advanced $348.5 
500, entitling us to $410,000 of bonds. 
Up to the end of 1904,— 


Q.—Just wait a moment. I want 
to get that. You had advanced how 
much? Just give me those figures 
again? .A—$348,500, entitling us ‘to 
bonds of $410,000. 

Q.—Was that work financed by you 
in the same way as the other? A.— 
Yes. 

Q.—The whole issue of bonds,— 
what was it? A.—The issue of bonds 
authorized in that case was $950,000. 
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Q.—And from time to time those 
came into your hands in lots?) A.— 
In this particular case the whole lot 
came. 

Q.—The whole lot came at once? 
A.—yYes. 

Q.—Did you rely similarly upon the 
the persons employed in the work and 
upon your auditors? A.—Yes. 

Q.—And as the work progressed, you 


would hand out the money? A.— 


Yes,’ as far as possible, paying direct 
to the stee] company, and so on, where 
the money was going. 

Q.—I take that for granted as you 
told me in the other case. That was 
what the state of the thing was at 
the end of 1903P A.—yYes. 

Q.—Who efse was financing that 
besides you? A.—Nobody at all, ex- 
cept McKinley for $50,000, and Nel- 
son for $6,000, exactly in the same 
way as the— 

Q.—You were doing the financing to 
start with? A.—Yes. 


Q.—And when you got your bonds 
you accepted transfers of some other 
security for the $50,000? A.—For 
the $50,000. The $6,000, if I remem- 
ber right, were paid in cash. 

Q.—But from the beginning, the 
time when you became entitled to 
the whole that you ever became en- 
titled to, you were advancing all the 
money that was being extended? A. 
—Yes. I would like to emphasize 
that these roads were in reality from 
their inception extensions of the II- 
linois Traction Company. They were 
not looked upon by either McKinley 
or ourselves as independent enter- 
prises, but as extensions of the parent 
system. 

Q.—I understand they were intend- 
ed from the beginning to fall into the 
parent svstem? A.—Precisely. 

Q.—Well then, we know how these 
propositions were financed. There 
was a parent company; that is, the 
Illinois Traction, but there was 4 
grand parent, the Sun Life. It fur- 
nished all the sinews of war from 
the beginning to the endP A.—I 
would rather say we were one of two 
grand parents, Mr. McKinley being 
the other one jointly, and it must 
always be remembered that there was 
a lot of money in the old properties 
which were part of the property—Il 
am speaking now solely of the exten- 
sions. 

Q.—Then when 1904 came, tell me 
about 1904? What was the total ex- 
penditure? A.—Up to the end of 
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1904, we were entitled to bonds of 
$670,645.40, and if we deduct the 
amount 

Q.—Give me that againP A.— 
$670,645.40, being the amount for 
which we became entitled during the 
year 1904. 

Q.—I daresay we will make it all 
fit before we are through, but you 
have got extended— A.—Your figures 
will be $56,000 more. 

Q.—You have got extended $516,- 
000, and we may add to that the 
$56,000. $572,645.40 would be the 
amount of bonds you had earned? A. 
—Wait a moment. Leaving that 
$200,000 and taking it up by itself, 
the amount would be $519,645, to 
which we became entitled during the 
year. 

Q.—Let me see how you arrive at 
that, because I do not make it that. 
There is $10,000 the year before? A. 
—Yes, and $929,000. 

Q.—Give me what you earned in 
1904? A.—Well, the difference be- 
tween the two first; what we earned— 

Q.—Where did you get $929,645? 
A.—Here. 

Q.—What are these? A.—The 
figures of the balance of the St. Louis 
and Springfield bonds. 

Q.—You had expended in 1903 of 
the amount $410,000? A.—Yes. 

Q.—In 1904, you had $519,645.40? 
A.—Yes, bringing the total up to 
$929,645.40, which is the amount here 
mentioned. 

Q.—Out of that there was $56,000 
to McKinley? A.—$50,000 to McKin- 
ley and $6,000 to Nelson. 

Q.—In exchange for Illinois Trac- 
tion preferred? A.—Then we sold to 
McKinley $200,000 of those bonds, 
purchasing on exchange an amount of 
Illinois Traction preferred stock. 

Q.—To the same amount, parP A. 
—No sir; on the basis of 60.8 for 
the preferred stock. 

Q.—It says here par? A.—We sold 
the bonds at par, but we took in the 
preferred stock at the basis of 60.8. 

Q.—Is that shown here? A.—Yes. 

Q.—Where will it be? A.—It will 
be under the heading of Illinois Trac- 
tion preferred stock. Here it is. 


Q.—You got $356,900 worth of Illi- . 


nois Traction preferred? A.—Yes. 
Q.—In the first place explain this; 
$200,000 only goes out of St. Louis 
and Springfield? A.—yYes. 
Q.—And $216,995 goes into Illinois? 
A.—yYes, the balance is Illinois Cen- 
tral Traction, $16,995. The $200,000 
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that is mentioned in the other place, 
and the $16,995 under Illinois Cen- 
tral Traction added together make 
the $216,995, the company paying for 
it partly in the one issue of bonds 
and partly in the other, 

Q.—I think I see that, and I will 
put it in language as I can under- 
stand myself. You handed over $200,- 
000 of St. Louis and Springfield and 
handed over $16,995 of Illinois Cen- 
tral Traction, getting in exchange for 
the two $356,900 of Illinois Traction 
preferred stock? A.—Precisely. It 
was in connection with this entry 
that perhaps your Honour will re- 
member that there was a misunder- 
standing and the company originally 
took up a larger amount which, how- 
ever, the directors were—the company 
originally took $580,000 on December 
31st, 1904, and in the course of Janu- 
ary following, early in January it was 
discovered that the company had made 
a mistake, that the directors were 
taking part of that, and the direc- 
tors then took up their part, $223,- 
000, leaving only $356.900 that the 
company in reality took up. 

Q.—And those are correct entries 
to meet that state of fact? A.—We 
just left it altogether and put in the 
thing as it was. 

Q.—In other words those are cor- 
rected entriesP A.—Yes. 


Q.—To meet the state of factsP <A. 
—Yes, it was the old matter that was 
explained at Ottawa. 


JUDGE MacTAVISH: It was dis- 
cussed at OttawaP A.—Yes. 


MR. SHEPLEY: Q.—About that, 
what evidence is there in existence in 
writing of the rights of the directors 
in respect of this specific stock exist- 
ing—I mean before the stock was 
taken by the directors? A.—TIn 
December, 1905, I thought it was very 
desirable that the whole nature of this 
transaction should be put on record 
and signed by the parties interested, 
just because we wanted to have it 
clear for posterity, and this is the 
thing that was written up at that 
time and signed by all those inter- 
ested, explaining exactly the nature 
of the transaction. 

Q.—Will you let me read it be- 
cause I can take it better that way 
than listening. This is a copy of @ 
document purporting to be signed on 
the 7th December, 1905, by Mr. Rob- 


ertson Macaulay, Mr. S. H. Ewing, 
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Mr. Abner Kingman and Mr. J. R. 
Dougall? A.—We produce the orig- 
inal, but that is an exact copy. 

Q.—But that is the time when the 
document was prepared? <A.—Yes. 

Q.—A long time after the transac- 
tion itself? A.—Seven months, isn’t 
it or 8 months? 

Q.—It depends upon when the orig- 
inal transaction took place. I sup- 
posed it took place on the 31st Decem- 
ber 1904. A.—And was finished in 
January. 

Q.—And at that time there was no 
writing between the Sun Life and the 
directors who took shares in that 
stock. A.—Yes, there was a letter from 
Mr. Kingman, one of the directors, 
in December, before this thing went 
through, stating that he wanted to 
take some of that issue. 

Q.—Is that the letter referred to 
in Mr. Blackader’s report, where he 
says one of the directors had given him 
notice? A.—Yes. 

Q.—He was the only director who 
did give a notice. A.—He is the 
only one who gave a notice in writing. 

Q.—Is that notice extant still? I 
want to see that. That is the only 
notice in writing. A.—Yes it is not 
here, but we can get it. 

Q.—You will have it during the 
course of the day, and that will be 
' quite sufficient for my purpose. A.— 
It was never considered necessary to 
give a notice in writing. It had never 
up to that time been done in any 
case. 

Q.—I want to know what position 
the company was in, if when you had 
loaded yourself up with all this stock, 
these directors had said, we don’t want 
it. A.—Well, there was only an inter- 
val of a few days between the two. If 
any thing had transpirea in the mean- 
time to change the position of affiairs 
we would not have allowed them— 


Q.—Do not say an interval of two or 
three days; you had been for months 
and months advancing this money. A. 
—No, we had not advanced one soli- 
tary cent until December 4th, in con- 
nection with this deal in which the 
directors took a part. Not one cent. 

Q.—But this stock was all earned 
by the money you had been advancing? 
A.—No, it had no connection with 
what had been advanced until that 
date. It was a separate transaction 
absolutely by itself. 

Q.—It was the preferred stock of 
the parent company. A.—This was a 
transaction by which Mr. McKinley as 
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an individual offered to sell a certain 
amount of stock which he as an individ- 
ual owned and held as his own private 
property, to the company or the di- 
rectors, he did’nt care which, in ex- 
change for a certain amount of bonds. 
It had no connection of any kind 
whatever with these advances which 
the company had _ made, except 
to the extent that Mr. Mc- 
Kinley had himself earned ‘these 
things by his share of the profits in 
deals that had gone by, chiefly in con- 
nection with the Danville Urbana and 
Champagne property; that is how he 
has got it. 

Q.—I do not want to criticise your 
view too closely, or that you should 
criticise mine too closely, but you see 
that the $200,000 of St. Louis and 
Springfield bonds which you exchanged 
for this stock, you had acquired by the 
advancing of money. A.—Yes. 

Q.—Your own money? A.—Yes. « 

Q.—Without any arrangement with 
the directors that they were to share 
in anything that you earned with re- 
gard to that. A.—Yes, but they were 
bonds that we had bought by advanc- 
ing money at 85, and we were very 
glad indeed to sell them at par. 

Q.—The directors themselves had no 
interest whatever as directors or indi- 
viduals in the bonds you so held. A.— 
Would you mind repeating that. 

Q.—Had the directors any personal 
interest whatever in the bonds of the 
St. Louis & Springfield which you had 
acquired by advancing money? A.—No, 
but I would like to point ort that 
there was no connection at all; the 
fact that we had bought those bonds 
with monev, and the fact that Mr. 
McKinley had that stock, there was 
no connection between those two 
things. 

Q.—We will confine it to this $200,- 
000. The company had a certain 
amount of bonds of the St. Louis & 
Springfield road? A.—Yes. 

Q.—Those bonds belonged to the com- 
ven and nobody else, and no director 

ad any personal interest in them 
whatsoever. A.—Several directors had 
blocks of their own bonds of the same 
interest. 

Q.—They had no interest in the 
$200,000? A.—No. 

Q.—That is all I care about. Then 
the money which had purchased the 
$200,000 had all been advanced by the 
company? A.—Yes. 
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Q.—Then the company was proposing 
to exchange those $200,000 of bonds 
we certain traction preferred stock. 

A.—Those $200,000, but Mr. McKinley 
expressed himself in writing as being 
perfectly willing to take any bonds 
of any of the companies. He did not 
pick out these bonds and say he want- 
ed them, he said any bonds. 

Q.—Never mind what he was willing 
to take, this is what you gave. A.— 
Yes. 

Q.—Let us stick to that. Then 
how did the directors become interest- 
ed in the transaction by which you 
were acquiring preference stock? A. 


—When this proposition came before 
the Board. 


Q.—They had none of the considera- 
tion you were: going to give? A.— 
Yes, they had some of the same issue. 

Q.—But none of the consideration 
you were going to give? A.—I am 
afraid you will have to Jet me ex- 
plain it, Mr. Shepley, because we will 
get twisted if you do not. 


Q.—I do not want to twist you. I 
want to see whether there is anything 
wrong about that. They had no share 
in the consideration which you were 
about to give to the Traction Pre- 
ferred? A.—Tihey had no share in the 
$200,000, but they did have a share 
in the balance if you choose, because 
there was a further amount given 
besides this $200,000. This $200,000 
was never reversed, therefore we don’t 
need to discuss it at all. There was 
no reversal of it at all, it is only in 
regard to the excess. 

Q.—The excess over the $200,000 
was what they were interested inP 
A.—Yes. 

Q.—How did they become interest- 
ed? A.—By taking up part of the 
Danville, Urbana & Champagne bonds. 

Q.—No, the St. Louis and Spring- 
field. How did they become interest- 
ed in those bonds? A.—They were 
not interested in any of them. 

Q.—How did they become interested 
in any St. Louis and Springfield 
bonds? So far as you have told us 
IT see no iota of an interest in those 
bonds? A.—They were not interested. 

Q.—Then you were proposing with 
thase bonds to purchase Illinois Trac- 
tion Preferred? A.—With those bonds 
and Illinois Central bonds, because it 
was not one issue, it was two issues 
of bonds, part of one and part of the 
other. 

Q.—Then the extent with which you 
were purchasing with St. Louis and 
Springfield bonds, leave the other out 
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for a moment, we will come to that 
again if you wish to do so, but I think 
one wil] illustrate both; they had no 
interest in the St. Louis and Spring- 
field bonds and you were proposiag to 
exchange those bonds for a certain 
preferred stock in the other company? 
A.—Yes. 

Q.—Now, what I ask you is, how 
did the directors become interested in 
the subject matter of that purchase, 
when they had no interest whatever 
in the subject matter of the considera- 
tion for the purchase? A.—Because 
the question did not come before the 
the Board in the form in which it is 
being put to me now. 


Q.—Am I not putting it in the form 
exactly to test the question? A.—TI 
don’t think you are putting it in a 
correct form. 

Q.—I come to you with $50 to buy 
something from you and I pay you 
my $50 to buy that very thing, and 
then Mr. Tilley comes along and says, 
‘‘Part of that belong to me.’’ I want 
to know how he gets the interest? 
A.—The difference is that you are 
saying you come to me to buy some 
definite thing and Mr. McKinley did 
not come to us with that definite pro- 
position. He came to us with a pro- 
position that he was willing to give 
that stock and accept any of the bonds 
of the system. 


Q.—You are giving the converse, be- 
cause you were going to buy a definite 
thing, Illinois Traction Preferred, you 
were the purchaser. 


MR. R. MACAULAY: We were not 
the parties who originally proposed to 
buy that stock. Mr. McKinley held 
that stock and wanted to cash that 
stock and he said he did not care 
whether we bought it or not, but he 
thought we were under obligation— 
that is he thought we would come to 
his assistance. He was the one who 
was the proposer, the seller. We did 
not propose to buy anything from 
him, he proposed to sell to us. 

Q.—That is what I was saying tq 
Mr. T. B. Macaulay; you were pro- 
posing to go and buy from him a de- 
finite thing, Illinois Traction Prefer- 
red? A.—No, he was proposing to sell 
to wus. 

Q.—And you were the buyer? A. 
— Yeas, 

Q.—And paying a certain considera- 
tion? A.—Yes. 

Q.—And that consideration belonged 
to you and not in any sense to the 
directors? A.—It would belong to us 
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if we paid it and to the directors if 


they paid it. Mr. McKinley made 
this proposition; he said he was will- 
ing to accept bonds of any of the new 
companies, as he put it, of the system. 
I think if you will permit me to state 
the facts and make an explanation, 
it will clear the whole atmosphere. 


JUDGE MacTAVISH: If you will 
answer the question first then you may 
explain your answer to any extent 
that you consider necessary? A.— 
That is exactly what I have tried a 
number of times, your Honor. 


‘MR. SHEPLEY: I do not think 
Mr. Macaulay will complain that I 
have not let him explain. As a rule 
I want to do that. 


JUDGE MacTAVISH: Let the ex- 
planation follow the answer. 


MR. SHEPLEY: I want to know 
by what process the directors became 
interested to any extent in what you 
were paying to McKinley for this Illi- 
nois Traction Preferred, A.—They 
were not interested, as I have already 
said a number of times, at all in that. 
Now, I think I have answered your 
question P 


Q.—Yes. A.—Then with your per- 
mission I will state the facts of the 
case. 


Q.—Make any explanation you 
choose. I am perfectly willing that 
you should, as I always am. A.—Mr. 
McKinley came to us with a proposi- 
tion to sell $580,000 of the Preferred 
stock of the Illinois Traction Com- 
pany, which he owned as his own in- 
dividual private property. He said 
that he was willing to accept in ex- 
change or as the purchase price there- 
for, bonds of any of the new companies 
of the Illinois Traction system to the 
amount of $353,000 par value. This 
matter came before our Board in reg- 
ular ‘course. The directors were very 
favorable to the idea and decided .to 
accept it. Some of the directors at 
that time said that they themselves 
intended to take part of this, so that 
the company would not be called upon 
to take the whole amount, part of this 
preferred stock, paying therefor as I 
will explain later on. This was, if I 
remember right, early in December. 

Q.—Let me check you there, be- 
cause you want yourself to have it ac- 
curate. That was on the 29th Novem- 
ber, 1904, and the minute of the di- 
rectors’ meeting is in these words :— 
‘“Tlinois Traction Company’s Pre- 
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ferred stock. Mr. McKinley offers to 
sell his $580,000 of this stock for $353,- 
000, taking the bonds of the Illinois 
Central Traction Company, the St. 
Louis and Springfield Railway Com- 
pany or some new road in payment at 
par. Approved.’? A.—That is exactly 
as I have stated it, only it was a little 
better because I said early in Decem- 
ber, and in _ reality it was late in 
November. The matter, however, 
hung fire for a little while and was 
only closed up on December 31st. At 
that time, with the exception of Mr. 
Kingman, the directors had not stated 
definitely just exactly how much they 
wanted; Mr. Kingman had stated and 
had given a memorandum, stating 
that he was to take so much, but I 
don’t think he _ stated the exact 
amount, he just gave a memorandum. 
The directors were looking to me to 
let them know when this would come 
up to be closed. I am reminded that 
during part of that time, in December, 
I myself was absent in Illinois. They 
were looking to me to let them know 
so that when the time came they could 
arrange it. Mr. McKinley would have 
been delighted to take cash instead 
of bonds; he would very much have 
preferred to take cash; it was not 
that he preferred bonds, but we did 
not care to give cash, we preferred to 
give him bonds. I, however, did not 
let them know, I overlooked the mat- 
ter, or in some way at any rate I did 
not notify them and in the rush of 
matters at the close of the year on 
December 3lst the company took up 
the whole thing and put the transac- 
tion through, as though it was going 
to take the whole thing itself. There 
was no cash changed hands at all, not 
a cent. Early in January, I think, it 
was discovered in the first week in 
January, by, if I remember right, the 
President or one of the directors; the 
President I think it was, came and 
asked me when this thing was going 
to be completed. I said, we have put 
it through, it was put through at the 
close of the year to close the whole 
thing up. He was very much put out 
at it having been done and blamed me 
quite strongly. The President had 
been one of those who intended to 
take up some of these things himself. 
He had been expecting to take this, 
and had been looking to me to notify 
him. When it came before the direc- 
tors, the directors said: Several of us 
have-been intending to take this and 
we think we ought to be still allowed 
to take it, even though it is a few days 
overdue; the fact that you have put 
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these entries through no way changes 
the matter, there has been absolutely 
no change of any kind, nature or sort 
whatsoever of the position of things, 
not a sale has taken place of the stock, 
no new development of any kind what- 
ever, and they said it was ‘an error 
that you should take this whole thing 
up in the name of the company, now 
let us rectify that error. If you will 
permit me I would like at this time, 
as part of my explanation, to read 
this statement, which puts the whole 
explanation in a concise form. 


Q.—It may go on the records, but 
I would rather you did not read it. 
However, if you wish very much to 
read it you may, if you like. A.—It 
puts the explanation in a concise form 
and is signed by all four directors, 
showing that it is not merely my 
statement but theirs. It was made at 
my suggestion, done by myself, with 
the idea that perhaps after we were 
dead and gone, this might come up and 
I wanted an explanation on record 
that any person could understand. 
“These entries do not represent a 
sale but merely a reversal of previous 
entries too hurriedly made. - Several 
directors of the company had arranged 
to purchase part of the Illinois Trac- 
tion Preferred stock, which Mr. Mc- 
Kinley was selling. The company and 
directors to all obtain the stock on 
precisely the same terms. Mr. Mc- 
Kinley was to sell in all $580,000 of 
stock, taking as payment for the same 
$353,000 of bonds of various traction 
companies. This was equivalent to 
paying 60.8 per cent. approximately 
for the stock, payment being made in 
bonds. As however these bonds had 
recently been bought by the company 
and the directors at 85 per cent. with 
a stock bonus, they were all really 
worth par, so that the stock really 
cost us much less than 60.8 per cent. 
as the bonds given in payment were 
really worth less than par, The ar- 
rangement was that the company 
should sell to such directors as had not 
already the required number of 
bonds.’’ And I would say, right here, 
that a number of them had bonds. 


JUDGE MacTAVISH: What do 
you mean by ‘‘company’’? A.—The 
Sun Life Company. The directors or 
a number of them, had considerable 
amounts of these bonds themselves, and 
did not need to buy any from the 
company, but that the company should 
sell to such directors as had not al- 
ready the required amount of bonds 
924 per cent. and interest, cash, what- 
ever they might require in bonds to 
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enable them to hand over to Mr.Mc- 
Kinley the bonds needed to cover the 
amount of stock they desired to pur- 
chase. 924 per cent. was a very high 
price to receive in cash for bonds which 
had just recently been purchased at 
85 per cent. with a large stock bonus. 
This price was selected because that 
price was being received from Messrs. 
Morris Brothers & Christiansen for 
Danville Urbana and Champagne 
bonds behind them and guaranteed 
of a well established road with proved 
earnings, having second mortgage 
bonds behind them and guwarranteed 
by the other properties of the Illinois 
Traction system.’ Therefore, better 
bonds. ‘‘The Illinois Central Traction 
bonds at that time were those of a 
newly constructed line, not yet ab- 
sorbed by the Illinois Traction Com- 
pany and therefore not equal in salea- 
bility to the D. U. & C. bonds. More- 
over the directors were to have enough 
bonds in addition to their own hold- 
ings’on this basis to pay for their stock 
at 61, not 60.8. So that the company 
was really to receive a little better 
than 923 for the bonds by the sale. 
Unfortunately a misunderstanding 
arose, owing to the directors not hav- 
ing been notified of the time when they 
should take up the stock, and the com- 
pany in error took up the whole 
amount, that coming to the directors 
as well as that coming to itself. When 
this error was discovered reverse en- 
tries had to be made, covering the 
portion of the stock which was really 
being purchased by the directors, and 
was to be paid for by them Such 
is the explanation of these entries so 
far as understood by the signers, the 
directors who were directly interested, 
and it is now placed on file as a cor- 
rect explanatory record of the trans. 
action.’’? That is signed ‘““R. Macaulay, 
Director, S. H. Ewing, Director, Ab- 
ner Kingman, Director and J. R. 
Dougall, Director’? I think that places 
the thing in a perfectly clear and pro- 
per light. 


MR. SHEPLEY :—You preserved no 
record at the time in the minute of 
the directors meeting of the directors 
who expressed their desire to take 
part of this stock? A.—No, nor at 
any other. We had never done so. 


Q.—You did not in this particular 
ease, which is what I am dealing with 
at the moment? <A.—No, neither 
then nor at any other time, in any 
other case. 
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Q.—Are you able to say what di- 
rectors said anything about it at the 
meeting? A.—There was a general 
talk, I don’t know that any director 
stated positively just exactly how 
much he was going to take at that 
time. I think they did not. 

Q.—Can you say that any director 
said specifically he would take stock 
at all? A.—Mr. Kingman certainly 
did. : 

Q.—Do you remember any other? 
A.—I think others did. There was a 
general talk that some of them were 
going to take it, but it did not come 
down to details because their idea 
was that the time for them to say just 
exactly how much they would take had 
not yet arrived and would not arrive 
until the time came for payment, and 
they looked to me for that. I would 
like to emphasize another point. 

Q.—Before you emphasize anything 
else, please come back to my question. 
Do you remember a single director, 
except Mr. Kingman, who said de- 
finitely he would take any stock at 
all? A.—I don’t remember who said 
definitely, but there was a _ general 
conversation. 


Q.—From which you carried away 
the impression that some of the direct- 
ors would want to take some of the 
stockP A.—Yes, I would put it just 
a trifle stronger; in which some of the 
directors did express their intention 
of taking some of the stock. 

Q.—You can only be positive with 
regard to one, that is Mr. Kingman? 
A.—Yes, it was a general conversa- 
tion. 

Q.—A _ general conversation from 
which you took the impression that 
some of the directors wanted to take 
some of the stock? A.—Yes. 

Q.—Then not only was there no 
ascertainment by record or otherwise 
of the exact directors who wanted to 
come in, but there was no record of 
the specific amount of each one? A. 
—No. 

Q.—Then when the matter came to 
be closed up, what position would you, 
as an executive officer of the Sun Life 
be in regard to any Director who came 
forward and said, Now I want a 
thousand shares of*this stock? A.— 
Do you mean if there had been no 
mistake made? 

Q.—If he had come forward at the 
proper time, how would you have as- 
certained whether he was under any 
obligation to take any stock, whether 
he was one of those who had express- 
.ed the intention of coming in? A.— 
We would not have pressed him for 
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such a thing, because we would have 
been glad to have him take it, for 
several reasons. We would have pre- 
ferred that the directors should take 
it up for two reasons in particular. 
In the first place we were over-invested 
in American securities, and the In- 
surance Department was finding fault 
with us for being over-invested, and 
therefor it was desirable that we 
should, in every way possible, reduce 
our holdings in American investments 
and any opportunity by which we 
could sell certain of our American 
bonds and therefore come nearer to 
complying with the law, was a thing 
we wanted to do. And any plan by 
which we would go more deeply inta 
American securities was not one that 
was attractive to the company, no mat- 
ter how good it might be on its merits 

Q.—This preferred stock was not 
being shown to the Government as 
an investment at all? A.—Yes, you 
will find it in the Blue Book. 


Q.—Had you ever shown it to the 
Government in any return made at 
the time this transaction took place? 
A.—December 31st, you’ will find it 
there. We were making the return 
right then. 

Q.—You had never made it a prac; 
tice, you told me the other day, to re- 
turn these stocks for which you had 
paid nothing? A.—But this is a 
thing where we would have paid some- 
thing. We would have paid 60.8 for 
it 

fap OS bonds? 
cost us cash. 

Q.—Then that would have been 
shown? A.—Certainly. 

Q.—Then what was the other reas- 
ons? A.—The time had just come 
when we would have to settle how 
much we would show of over-invest- 
ment in American securities. And we 
would have been glad of directors or 
any other friends to come in and take 
part of it and enable the company to 
come more closely within the law. The 
second point is that the company al- 
ready had a large amount of that 
stock, six hundred odd thousand, if 
I remember right, without any further 
amount being bought by it, and had 
also a very large amount of the bonds 
as has already been brought out, of 
the system, and no matter how good 
it was we did not think it was desir- 
able to put any more money into that 
particular investment or any more 
eggs into that one basket than was 
really forced upon us. If it had 
been a thing by itself we might have 


A.—Yes, but they 
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said, this isia thing very attractive, but 
when it had to be added to what we 
already had we said, even if it is an 
attractive investment we would rather 
that directors or any other investors 
would come in. Therefore, instead of 
a director having to prove that he 
had given notice, we would have said, 
if you will take it now, we will be glad. 

Q.—Now, if it was not desirable to 
put any more eggs in this particular 
basket, all you had to do was to say 
to Mr. McKinley, we are not going to 
buy that stock from you; were you 
under any compulsion to buy from Mc- 
Kinley? A.—No, but it was a very 
desirable investment and we consider- 
ed that— 

Q.—That you would like some more 
eggs? A.—Well, it was a very good 
basket to get eggs in, we felt. 

Q.—But the two things do not hang 
together? A.—Yes, excuse me. 

Q.—In the first place you did not 
want any more eggs in that basket, 
but in the second place it was so de- 
sirable that you had to take them 
anyway? A.—It is quite consistent. 
In the first place our actual invest- 
ment would not be increased if we 
made the exchange, it would not be a 
case of increasing our holdings. It 
would be an exchange. 

Q.—It was either desirable or it was 
not. You said a moment ago that it 
was not desirable. If you want to 
change it I cannot complainP A.— 
Excuse me, my position is this: We 
had here by the directors taking this 
stock, an opportunity of reducing the 
number of eggs in the basket, if you 
choose, and we felt that was a desir- 
able thing, that las we were over-in- 
vested in the United States and had 
already such a large amount in these 
securities, that any opportunity by 
which we could pull out part of the 
money in that case, was desirable. 

Q.—It was either desirable to buy 
this preferred stock or it was not. 
Which do you say? I want you to 
say whichever you believe, but I want 
you to say one thing or the other. 
A.—It was desirable to make the ex- 
change, but it would have been still 
more desirable to get cash and back 
out. 

Q.—Then you say it was a desirable 
thing to get this preferred stock? A. 
—It was, emphatically, on its merits. 

Q.—Desirable from the standpoint 
of your policy? A.—Yes, but not as 
desirable as reducing the amount of 
our American investments. 
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Q.—Was it as desirable as leaving 
the thing untouched and letting Mr. 
McKinley keep it? A.—No. Letting 
Mr. McKinley keep it would not be 
as desirable, because if we were to 
have just the choice of keeping the 
bonds or taking the preferred stock, 
without altering at all the amount 
of our American investments, then we 
would say it was desirable to make 
the exchange because we considered 
the stock worth more than the bonds. 
But that is not the only question; 
the question is whether it was not 
more desirable to try to comply with 
the law and reduce the volume of 
our American holdings and get cash 
by letting the directors assume that 
and buy bonds from us to carry out 
the transaction. 


Q.—It was an inherently desirable 
proposition, I understand you to say. 
Do you want to modify that at all? 
A.—To a certain extent. 

Q.—Well, it was desirable. A.—lIt 
was desirable. 


Q.—On the merits, in your own lan- 
guage? A.—It was desirable to a 
certain extent, from the standpoint 
of the company or we would not have 
done it but it was not as desirable 
as if we could have reduced the 
amount of our American holdings by 
getting cash for our bonds. 


_ Q.—It was a desirable proposition 
in itself from the standpoint of the 
company. We have got that far. Now, 
may I take it that it was desirable 
financially from the standpoint of the 
company? A.—Everything has to be 
qualified, everything is comparative. 
It was desirable if we could not do 
better. It was not as desirable if we 
could have done better. 


Q.—It was more desirable from a 
financial standpoint than leaving the 
stock where it was and not acquiring 
it? A.—It would not have been de- 
sirable if we had had to pay cash. 
But as we did not have to pay cash, 
it was desirable, but not as desirable 
as if the directors or others had taken 
it off our hands ahd paid cash. 


Q.—It was in itself desirable from 
the financial standpoint that you 
should acquire that stock? A.—In the 
comparative sense. We are compar- 
ing two things. 

Q.—I am comparing these two 
things; leaving that stock unpurchas- 
ed or purchasing it as you did. 1 
want to know which is the more de- 
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sirable. A.—Just stated in that re- 
spect and no further, yes. 

Q.—It was desirable to purchase? 
A.—Yes. 

.Q.—And was it desirable financially 
to purchase? <A.—Yes, but not as 
desirable as getting cash. 

Q.—Then let us go back to the main 
current from which we have been di- 
verted by this digression. If any 
director had come forward and madé 
a claim to take any quantity of that 
stock by virtue of what had trans- 
pired at this directors’ meeting, do 
you say you would have felt bound 
or been desirous of yielding to hini? 
A.—If he had come at the right time, 
I think so. 

Q.—Would you let him have it all? 
A.—I think so. I cannot say posi- 
tively. The subject did not come be- 
fore me in that light, but I think, 
speaking from my mind now, I would 
have said yes, because we were being 
criticized for being over-invested in 
the United States and we wanted to 
comply with the law. 

Q.—Then if instead of being a de- 
sirable thing, the directors had 
changed their mind and said, we do 
not want it, there was no possibility 
of forcing it upon them? A.—No. 
You are speaking now, after it had 
once gone through? 


Q.—Before it went through, after 
this meeting. This meeting did not 
make any bargain. A.—No. 

Q.—There was no contract? A.— 
No. 

Q.—Nothing that you could enforce 
or that could be enforced against you? 
A.—No. 

Q.—Then I will put in this memor- 
andum of the explanation that you 
have given with regard to it. (Ex- 
hibit No. 622.) 

MR. SMITH: I think it is desir- 
able to ask here, whether the direc- 
tors paid back with their own money 
or any portion of the company’s 
money? <A.—The directors paid for 
it with their own money and not one 
cent af the company’s money was 
used in any shape, manner or form. 

MR. SHEPLEY: I have assumed 
that. I am not casting any doubt 
upon it. Then let us get back to 
this transaction; we were dealing 
with the $1,300,000 of these bonds 
and I think you have pretty well clear- 
ed up all I wanted to find out with 
regard to that. Now, it is manifest, 
I think, from the correspondence, ard 


183 


Sun Life Assurance Co. 
(Mr. T. B. Macaulay, Ex’d.) 


also from the account of your stocks 
and bonds, that in the interim the 
parent company had acquired its 
stature and got its final shape? A. 
—Yes. 

Q.—Now, just give us an outline of 
the constitution of the parent com- 
pany. First, what was the capital 
stockP A.—The capital stock of the 
parent company originally was §$3.,- 
000,000. Then it was known as the 
Illinois Railways and Light Company. 
The name was changed, if I remember 
aright, in the autumn of 1903 to the 
Illinois Traction Company. 

Q.—It was still a New Jersey Cor- 
poration? A.—Yes. 

Q.—Then was the capital changed 
before the abandonment of that cor- 
poration and the formation of anoth- 
er? A.—When the Decatur Railway 
and Light Company was absorbed the 
Decatur Company had a capital stock 
of $1,300,000. The Illinois Traction 
Company absorbed it on the basis of 
guaranteeing its bonds and giving 60 
per cent. of Illinois Traction stock 
for 100 per cent. of Decatur Railway 
and Light stock, and the stock of the 
Tllinois Traction Company was _ in- 
creased by 60 per cent. of $1,300,000. 
That made the capital stock then of 
the Illinois Traction Company $3.- 
780,000, but the authorized amount 
was $4.000,000, if I remember aright. 
the balance being in the treasury of 
the company. 

Q.—Then this $780,000 was in a ra- 
ther different position from the §$3,- 
000,000; the $3,000,000 had not in- 
volved the putting up of money at all, 
while the $780,000 involved the trans- 
fer of certain franchises on property. 
A.—The $780,000 was the amount of 
stock given for the purchase of $1.- 
300,000 of Decatur stock. 


Q.—And carried with it the owner- 
ship of the assets of the Decatur com- 
pany? .A.—Yes, 

Q.—That was the condition of things 
down to that time. Now was there 
any other change in the stock before 
the alteration in the charter? A.—To 
the best of my recollection there was 
no other change. 

Q.—Then what was the scheme or 
the polity so to speak, of the Illinois 
Traction Company? It issued no 
bonds. A.—Its policy was, or the 
policy rather of those who controlled 
it was that it should own all the stock 
of all the subordinate companies that 
might be operating, that it might con- 
trol in the State of Illinois. That it 
should not be an operating company, 
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but should be exclusively a stockhold- 
ing company. That all the operations 
of the Traction Lighting and other 
companies should be carried out by 
and in the names of the subordinate 
companies themselves, these subordi- 
nate companies issuing their own 
bonds but having all their stock owned 
by the parent company. The parent 
company not issuing any bonds itself 
and having only its preferred and 
common stocks. 


Q.—I think you have told me in out- 
line just what I wanted to have upon 
the record. Then is it too much to 
say that the Illinois Traction Com- 
pany, the parent company with its 
characteristics, whatever they were, 
was largely the creature of your com- 
pany, the Sun Life? Didn’t you 
mould the body of it and breathe the 
breath of life into it? A.—We as- 
sisted at its birth but we were only 
acting jointly with Mr. McKinley. 
Mr. McKinley at the start, as you 
will remember, had exactly an even 
amount of interests with us and Mr. 
McKinley has continued to be its 
President ever sinee. While I admit 
that we have a large interest in it, of 
which we are very proud, yet at the 
same time it would be wrong to say— 


Q.—It is more than the pride of a 
step-mother. A.—It would be wrong 
to say that we were interested except 
in the way of being interested jointly 
with Mr. McKinley. 

Q.—Who conceived the idea? A.— 
Mr. McKinley,I think. 


Q.—Or Mr. Macaulay? A.—I don’t 
think so. 

Q.—Have you got those letters to 
Mr. Judah yet? A.—Yes. 

Q.—Mr. Judah was concerned pro- 
fessionally in bringing the company 
into existence? A.—Yes, whether the 
initial idea was started by Mr. Mc- 
Kinley or arose in conversation be- 
tween Mr. McKinley and myself and 
some of our directors, I don’t know, 
but it started jointly among us. How 
it absolutely originated I can hardly 
tell. 

Q.—With your permission, Mr. Mac- 
aulay, I will sandwich your letters to 
Mr. Judah between his letters to you 
and put those upon the records. I 
suppose this correspondence indicates 
in a general way, the part you were 
taking in what was going on? A.— 
Yes, and the other correspondence I 
have produced will throw a good deal 
more light upon it. 

Q.—This, however, is the corres- 
pondence directly between yourself 
and the gentleman who was charged 
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with the actual doing of the business. 
I will make that one exhibit (Exhibit 
623). You would not be surprised if 
through the whole of that correspond- 
ence between yourself and Mr. Judah, 
it would appear that you were in con- 
trol of the whole thing. A.—I would 
be very much surprised, because I 
think you will find that throughout 
the correspondence it will be recog- 
nized that it was Mr. McKinley and 
we jointly. That is the position. I 
don’t think you will find anything 
inconsistent with that position. 
Q.—Then will you be willing that 
the correspondence should speak for 
itself ? A.—Yes, unquestionably. I 
may say the correspondence with Mr. 
Judah was largely left with us be- 
cause we were the ones to be satis- 
fied with the bonds and everything of 
this kind, and Mr. McKinley said 
“Choose your own lawyer and your 
own trust company and look after the 
whole thing to your own legal satis- 
faction and you will satisfy me. 


Q.—Then Mr. McKinley having, 
with your assistance, brought this 
company into being, what about the 
stock and the ownership of it? Was 
it to be divided into classes, the stock ? 
A.—No, it was all common stock ori- 
ginally. Mr. McKinley got one-half 
and we and our associates got the 
other half of the original $3,000,000. 


Q.—You and your associates and 
who else? A.—The other Montreal 
persons who took part. 


Q.—Including your directors. Then 
when did the idea become realized of 
becoming a Maine instead of a Jersey 
incorporation. You have told us why, 
but I would like to get the date of 
that? A.—I have told you about it. 


Q.—Yes, I thought that went upon 
the record? A.—No, I don’t think so. 


Q.—Mr. Macaulay has been good 
enough, apart from his being in the 
witness box, to make certain explana- 
tions to me, and I have been very 
much obliged to him for it. He thinks 
it was in one of these explanations 
that he explained why the Jersey Com- 
pany was discontinued and the Maine 
Company substituted. I thought it 
was in the witness box. If it has not 
been stated I want it stated, of course. 
Tf you will tell us when and why? A. 
—Somewhere about April or May, I 
think, of 1904, it was decided to 
change, to reincorporate as a Maine, 
instead of a New Jersey Corporation, 
the sole and only object being to es- 
cape the tax of the tenth of one per 
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cent. which New Jersey imposes upon 
all corporations. That tax came to 
about $3,800 and we could see if the 
corporation grew as it was growing, 
that this tax would soon become a 
heavy amount, and as Mr. Mc- 
Kinley was the one who brought the 
whole matter to our notice, you will 
find a letter from him on that subject. 
He did not see any reason in the 
world why we should throw away that 
amount of money, and with the com- 
pany in its earlier stages it would be 
easy to re-incorporate under the laws 
of Maine, since that State had recent- 
ly passed laws very favorable to cor- 
porations, and that would give the 
company quite as good a charter as 
under the New Jersey Act, and there- 
fore the arrangement was made where- 
by the Illinois Traction Company was 
incorporated under Maine laws and it 
took over absolutely everything be- 
longing to the Illinois Traction Com- 
pany of New Jersey and substituted 
dollar for dollar, its stock for the other 
stock and stepped into the shoes of 
the other corporation. 

Q.—That was, you think, in the 
early part of 1904? A.—Yes. 

Q.—That is near enough for all prac- 
tical purposes. That would leave you 
with a capital stock of $3,780,000 is- 
sued, but it authorized $4,000,000? A. 
—I think so. Mr. McNutt tells me 
that the transfer of the Decatur pro- 
perty to the Illinois Traction Company 
did not take place till just immediate- 
Ixy after the Maine incorporation. Per- 
haps that is so, but it does not affect 
it. It was either before or after it, 
but as a matter of fact we did not 
consider that the change from the New 
Jersey to the Maine Corporation was 
anything more than a formality to es- 
cape the tax. 

Q.—The statement of the amount of 
the tax would seem to be against what 
Mr. McNutt said, that was $3,780? 
A.—Mr. McNutt says it was $3,000. 

Q.—I don’t think it makes any 
material difference. Then do you 
think you capitalized the new company 
at the authorized capital of $4,000,- 
000 of the old? A.—TI think so. 


Q.—Then when did you increase the 
capital stock and divide it into 
classes? A.—Mr. McNutt tells me, it 
was incorporated with a capital stock 
of $4,000,000, of which $1,600,000 was 
preferred and $2,400,000 was common. 

Q.—Was that a change? A.—No, 
IT think not. 

Q.—You think that was so with the 
Jersey Corporation? A.—I won’t be 
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positive, but I think so. Mr. McNutt 
tells me, and it is very likely he ‘s 
right, that the New Jersey incorpora- 
tion was at $3,000,000, and that the 
absorption of the Decatur property 
was effected at the same moment that 
the re-incorporation of the Maine cor- 
poration took place. That the ab- 
sorption of the Decatur property, in- 
stead of being before,, was concurrent 
with the incorporation and was part 
of it, so that the» Maine corporation 
in that case would absorb the New 
Jersey Corporation and the Decatur 
properties. 

Q.—And then it was capitalized at 
whatP A.—$4,000,000, of which $1,- 
600,000 was preferred and $2,400,000 
was common. 


Q.—Since that the capital has been 
increased? A.—Yes. 


Q.—And what is it now? A.—The 
total authorized amount now is $11,- 
000,000, of which $4,000,000 is pre- 
ferred and $7,000,000 common. Those 
are the authorized amounts. 


Q.—Then I will pass by the inter- 
mediate stages; I want to get at your 
present holdings, and we will only take 
a very hurried sketch of the company 
since 1904? A.—Although the amounts 
authorized are as I have said, the 
actual amounts outstanding are $3,- 
274,300 preferred and $5,822,000 of 
common, making a total of $9,096,300, 
the balance being in the treasury of 
the company. The amount owned by 
the Sun Life at the present time is, 
preferred $658,900; common stock $3,- 
625,400. Total $4,284,300. The amount 
of total stock owned by other parties 
is $4,812,000. 

Q.—Divided into? A.—Preferred 
and common. 

Q.—We can get the amounts of that 
by substracting your figures from the 
total holdings of both classes. We 
will not take time over that. Then 
you have extended your list of sub- 
sidiary companies very largely? A.— 
In the sense that the Illinois Traction 
Company has extended, yes. 


Q.—I meant that. Then let us have 
your little atlas again. First I will 
put in this statement of the stock- 
holding of the Illinois Traction Com- 
pany on the 15th September, 1906. 
(Number 624.) You have no doubt, a 
list of the subsidiary companies, and 
you can probably help us to lay them 
out upon the map? A.—If you have 
the names there. 

Q.—Bloomington & Normal Railway 
Electric and Heat Company? A.— 
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The Bloomington and Normal is the 
company that owns the local street 
railway in the city of Bloomington 
and Normal. They are practically 
one place. Bloomington, you will 
notice, is half way up that north- 
westerly line. It is one of the finest 
cities of its size I have ever been in. 
A population of 44,000 or 45,000. This 
company controls the street railway 
company and about half of the electric 
light business and half the steam heat- 
ing business of the city of Blooming- 
ton and Normal. 


Q.—Normal is a suburb of Bloom- 
ington? A.—Yes, about four miles 
out. 


Q.—Then, I suppose, in accordance 
with the normal law af its existence, 
this company has issued bonds? A.— 
The subordinate company, yes 


Q.—To the extent of what? A.— 
The Bloomington and Norma] Com- 
pany at that time had $600,000 of 
bonds outstanding before it had any- 
thing to do with the Illinois Traction 
Company at all. Afterwards a new 
issue of $450,000 has been put on to 
provide for part of the purchase price 
of the property by the Tlinois Trac- 
tion Company, the balance of the pur- 
chase price being paid for by the sale 
by the Illinois Traction Company of its 
own preferred stock at 873. 


Q.—Does that make a total bond 
issue of $1,050,000? A.—I think so. 

Q.—And your $450,000 is subject to 
the first? A.—yYes. I would like just 
to say that I am giving as far as I 
can remember these things, but I 
speak subject to correction. 

Q.—I shall be glad if Mr. McNutt 
will help you as much as you need. 
What holdings have you in these two 
issues of bonds? A.—Of the first 
issue we have none and never did have 
any. We own $424,000 out of $450,- 
000 of the second issue. 

Q.—Then vou pretty well financed 
the whole thing? A.—The bulk of it, 
ves. And made a lot of money out of 
it, too. 

Q.—Well, you financed it. I may 
remind you of some things you lost 
money in, after a bit, and they are 
traction propositions too. Then, take 
the next, the Consumers Light and 
Heat Company ? A.—That is the 
company that controls the other half 
of the lighting and steam heating pro- 
perties of the city of Bloomington. 
Not Normal. Just Bloomington, alone. 

Q.—Does that belong to the Illinois 
Traction Company or is it controlled 
by it? A.—Yes. 
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Q.—The Illinois Traction Company, 
I take it for granted, I won’t ask the 
question in the case of every company, 
owns all the stock of these subsidiary 
companies? A.—I think it owns every 
share of every one of those companies. 


Q.—So we need not come back to 
that again. Then the Consumers 
Light and Heat Company also issues 


bonds? A.—Yes. 


Q.—What was that for? A.—For 
part of the purchase price of the pro- 
perty and we took the whole issue. 
We own that entire issue. It is a 
first mortgage issue. 


Q.—You got the property, you mort- 
gaged it for $180,000, advancing the 
money yourselves and paid that money 
over to the owners. That. is it, in 
brief, is it not? A.—No, I cannot 
remember the exact details, but the 
stockholders of that company were 
paid a certain amount of cash and the 
balance in preferred stock of the [l- 
linois Traction Company. 

Q.—This $180,000 was the cash? A. 
—Yes. 

Q—And you advanced the whole of 
that? A.—Yes. And they got in ad- 
dition a certain amount of the pre- 
ferred stock of the Illinois Traction 
Company. 

Q.—Then you got bonds placed by 
the subsidiary company when it was 
controlled by the Illinois Traction Com- 
pany, to the extent of $180,000, you 
paid cash for them, that cash was 
handed over to the original owners, 
so that the Illinois Traction Company 
became the owners? A.—Yes. 


Q.—Perhaps I may ask you a gen- 
eral question. In most of these 
instances you got stock for your ad- 
vances in addition to the bonds? A.— 
Yes, but in the case of the Consumers 
we got very little indeed, if I remem- 
ber right. 

Q.—We will get those assembled in 
one account later on. Then the Con- 
sumers Heat and Electric Company 
seems to be a small concern. A.— 
That is a sub company of the Consum- 
ers Light and Heat Company, and it 
has $20,000 of bonds outstanding, but 
we have nothing to do with, it at all, 
one way or the other. 


Q.—Then so far as the company’s 
property is concerned, your charge of 
$180,000 is subject to the charge of 
$20,000? A.—Yes. On the combined 
two properties there is $200,000 of a 
charge, 180 and 20 and we have no- 
thing at all to do with that 20. Never 
had. 
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Q.—That is the old original incum- 
brance?P A.—Mr. McNutt reminds 
me that that $20,000 has since been 
wiped out by the issue of bonds of 
the Bloomington and Normal Company 
and has been replaced by an additional 
charge on the other. 

Q.—Is that included in your $424,- 
000? A.—Yes, he says that is the 
$24,000. 

Q.—The next company is the Cen- 


tral Railway Company of Peoria. 
Where does that operate? A.—That 
is a street railway company. Peoria 


is at the end of the northwest line. 
Peoria is the second city in the State, 
It is the whiskey centre, the head- 
quarters of the whiskey trust. This 
Central Railway is the street railway 
of that city. 

Q.—Then similarly the Illinois Trac- 
tion Company has acquired the stock 
of that company? A.—Yes. 

Q.—What bonds are there? A.— 
The Peoria Railway Company has tak- 
en over the Central and will have $2,- 
750,000 of bonds outstanding. The 
Central has gone out of existence. 

Q.—What company represents that 
now? <A.—The Peoria Railway Com- 
pany represent that. 

Q.—I see there is a Peoria Traction 
and Union Traction. What are those? 
A.—The Union Traction was the first 
name of it. It was afterwards changed 
to the Peoria Traction Company. 

Q.—That is different from the Pe- 
oria Railway. A.—I don’t think there 
is a Peoria Railway. I have forgotten 
a little just how that stands. 

Q.—Then I won’t delay, but you 
will have the information for us so 
that we can put it in. Perhaps I may 
shorten this by asking you .to take a 
statement in the Annual Report of 
1905 which you have before you and 
corrected down to date. Can that be 
done? A.—yYes, Mr. McNutt says he 
will do that. 


Q.—And give me a column showing, 
in addition to what is shown in this 
column, as to bonds outstanding, what 
the Sun Life holds in respect of all 
these enterprises. A.—We will have 
that done. 

Q.—Then I will not take up more 
time with that. 


MR. LANGMUIR: The holdings of 
bonds and stock, I suppose. A.—The 
stock in every case is owned altogether 
by the Illinois Traction Company and 
we didn’t own any of it. 


MR. SHEPLEY: That is found on 
page 15 of this Report and Mr. Mac- 
aulay has already corrected the figures ; 
that is the preferred and common 
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stock of the Traction Company. A.— 
The amount of the stocks of the sub- 
ordinate companies are not of very 
great importance, seeing that in every 
case they are all owned by the parent 
company and we don’t own any of the 
subordinate companies’ stock. 

Q.—You are half owner of the stock 
of the parent company, and, there- 
fore half owner of all the stock of 
all the subordinate companies? A.— 
Precisely. 

Q.—Then there are some of these 
subordinate companies as to which, 
apparently there were bonds issued 
that you have not taken part in at 
all. How did you come to miss those 
opportunities? A.—I think those 
were on there before we had any- 
thing to do with the properties. 

Q.—That would seem to be a good 
explanation. However, you are going 
to get me a corrected list, and with 
that corrected list in, I think I shall 
put in your Annual Repert for 1905. 
A.—That is the Annual Report of the 
Illinois Traction Company? 

Q.—Yes. Now, I think you have 
explained to me some matters that 
bothered us a little as to some odd 
amounts. Will the explanation you 
have made as to the particular secur- 
ity I have asked you about apply to 
other cases where there are odds and 
ends of bonds? A.—Yes, wherever 
there was work in the course of con- 
struction. 


Q.—Supposing it should be thought 
desirable by competent authority that 
investments of this sort should be dis- 
continued, how long would you think 
it reasonable to give your company to 
get rid of these investments? I ask 
you aS a practical man, with your 
knowledge of the subject. A.—I would 
hardly care to discuss even the possi- 
bility of such an utterly foolish law 
being considered. I would consider it 
one of the most unwise laws that 
could possibly be a blot upon the 
statute books of the Dominion. 

Q.—I am not expressing the slight- 
est opinion one way or the other 
about that, but I am asking you 
whether, supposing people in control 
should be so foolish as to pass such 
a law, how long would it be reason- 
able to give your company to make 
good? A.—Ten years. 

Q.—I do not want you to be held 
to that answer; if it is an extrava- 
gant answer. You did not perhaps 
mean ten years, you meant a long 
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time? A.—I will explain why I said 
ten years or any such time. 


Q.—lIs this the explanation in brief ; 
if it is can you make it in extense, if 
you like. Your company is’ so com- 
mitted to these projects—I do not 
condemn the projects at all—that you 
could not, from the very. nature of 
the projects themselves and the na- 
ture of your interests in them, that 
you could not wind up your interests 
in less than the time you say? A.— 
That is not my meaning. What I 
mean is this, if you take such a stock 
as the Illinois Traction Company, 
speaking of its common stock now, 
that company to-day will earn a rev- 
enue of $3,000,000 gross. That revenue 
is increasing by leaps and bounds. 
The old parts are growing, not as 
fast as the new parts, but all parts 
are growing tremendously. Those 
cities are growing tremendously. 
Suppose we never put another dollar 
in, but leave things where they are 
to-day, just finishing up the proper- 
ties that are in course of construc- 
tion and never added another exten- 
sion, it is almost a certainty that in 
ten years time the revenue of those 
properties will be almost double what 
it is to-day without any addition from 
outside extensions at all. Now, here 
we have this common stock. That is 
earning to-day about 9 per cent. upon 
its par value. Next year I imagine 
it will earn somewhere around 12 
per cent., and if I were to tell you 
how fast I think it is likely to grow 
in the future—it would be just guess 
work on my own part, but we know 
enough to know that while we can- 
not say how fast it will grow, that 
it is one of the surest things in human 
knowledge, one of the most certain 
things that it is possible for a man 
to foresee in the financial world, that 
that company’s earnings are going to 
grow tremendously. Now, I say that 
any law that would compel a company 
like ours, which has made so much 
money for its policyholders by this 
wise and conservative, and yet, at 
the same time, progressive, way in 
which we have invested our money, 
and compel us to sell such a stock 
as that, would compel us to sacrifice 
it and to cut millions upon millions 
of dollars out of the profits of our 
policyholders. I think that while I 
would look upon even the Armstrong 
Commission down in New York, which 
every person knows has been one of 
the most conservative—it brought in 
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a recommendation in which it ‘said 
that, after careful consideration, they 
were convinced that any law which 
would restrict investments of a com- 
pany in regard to bonds, would be 
unwise and injurious. | 

Q.—Don’t you observe, Mr. Macau- 
lay that you are getting away from 
what we are discussing? I am as- 
suming that it would be foolish be- 
cause you say it would be, and I want 
to meet your mind in the question 
I am putting to you. Let us assume 
that it would be a foolish law, but let 
us assume that such a law were to 
come into being and let us assume 
that you were bound to commit the 
suicidal thing you speak of as a sac- 
rifice, what I am asking you is how 
long ought you reasonably to be allow- 
ed to get out with the minimum of 
loss? A.—My answer is that if you 
ask a man how long, it is like asking 
a man when do you want to commit 
suicide, and he says, I want to put it 
off as long as I possibly can. Ten 
years at the least. 

Q.—That is very well put, but does 
not @nswer my question. A.—Any- 
thing that would compel us to sell 
our stocks, such as those of the IIli- 
nois Traction Company, before they 
have attained their ripeness, before 
they have developed as they certainly 
will, even while we are sleeping, would 
be something that would be so injuri- 
ous to the policyholders and would 
mean such a loss to them, that I 
could not consent that any limit of 
time would be wise. 


Q.—I am not asking you about the 
wisdom of it. Could you sellP A.— 
Sell it to-morrow. At a sacrifice. 


Q.—So as to make as profit upor 
what you have put in? A.—Yes, but 
it is a question of how much profit. 
We could do it to-morrow, but at ® 
tremendous sacrifice to our policy; 
holders. 

Q.—You would not make as much 
profit as you anticipate, but you would 
make some profit? A.—Some profit 
certainly, but at an awful sacrifice 
to the policyholders. 

Q.—If your sanguine views are cor- 
rect, and I am not saying they are 
not, the propositions themselves are 
so admirable from a financial stand- 
point, that no man _ interested in 
finance and with money at his com- 
mand would hesitate to take your 
position. A.—He would want to make 
as good a bargain as he could, and it 
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would mean that the profits our pol- 
icyholders are entitled to make would 
go into the hands of brokers and 
financiers. 


_ Q.—Do not assume that I am adyo- 
cating anything of the sort. I am 
asking you what would be your posi- 
tion if you had suddenly to realize. 
You say you could realize at a profit. 
A.—We certainly could. 


Q.—But you would be abandoning 
all idea of these grand prospective 
profits which you see in the future? 
A.—Precisely. We would be giving 
that over to the brokers and speculat- 
ors. 


Q.—Whoever bought from you would 
get it instead of you? With these 
large views of yours for the future 
of this traction scheme, you no doubt 
expect and intend to put large sums 
of money in it in addition to what you 
have put in? A.—My idea is that 
the Illinois Traction Company as a 
field for investment will be one into 
which money can be put with profit 
for about another couple of years. 
After that the field will be pretty well 
occupied and we will have to look else- 
where. 


Q.—Do you expect and intend to 
take part in the putting in of further 
money during those couple of years? 
A.—Unquestionably. 

Q.—And you expect and intend to 
take a large part? A.—Unquestion- 
ably. 


Q.—And bear a large additional ex- 
penditure? A.—Unquestionably, be- 
cause we consider that even if we 
were prohibited from getting a single 
dollar of bonus stock, we cannot get 
5 per cent. bonds secured upon ex- 
tensions that are going to pay in them- 
selves and made absolutely gilt edged 
by a company which has already a 
surplus revenue of $700,000 a year to 
guarantee their bonds. To get 5 per 
cent. on bonds like that at 85— I 
don’t know where on earth we can get 
them except here. We want those 
bonds whether we can get the profit 
or not in the way of stock. 

Q.—You seem to think I am argu- 
ing with you about it. I am not. I 
am just asking you a question? A— 
No, you are putting a suppositious 
case. I am not fighting Mr. Shepley, 
but the suppositious case he has rais- 
ed. This whole question, your Hon- 
ors, I think is so important that we 
ought to go into it pretty thoroughly. 
It is so very important that we ought 
to thresh it out very thoroughly. 
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MR. KENT: Do you want to take 
the afternoon for it, Mr. Macaulay? 
A.—If there is any probability of such 
a foolish, such an awful law being 
proposed, an afternoon is the least you 
can take to it. 


MR. LANGMUIR: Mr. Macaulay, 
I think I have heard it said that the 
bond issue generally represents the 
cost of the railways? A.—Yes. 


Q.—And that the stock is almost 
entirely bonus or water? <A.—Yes. 

Q.—Now, as a far seeing man—as 
you undoubtedly are—have you ever 
harbored a fear in these times when 
municipal ownership is so much on 
foot, that the State may take over 
these traction schemes on the basis 
of cost and squeeze out the water? 
A.—In the first place these inter- 
urban railways are as a rule incorpor- 
ated under the general railway laws 
and are on exactly the same footing 
as the general railways, and it is im- 
possible that the inter-urban railways 
could be dealt with separately from 
the steam railways incorporated under 
the same laws. 

Q.—You have heard that there is a 
candidate for the presidency now, 
speaking of governmental railways, 
have you not? A.—I don’t know what 
is possible in the direction of muni- 
cipal ownership. 

Q.—I am asking you whether you 
have considered it? A.—I know that 
the question of municipal ownership 
has never come up except in cases 
where the franchises are expiring. 
Now, if you get good franchises—they 
are essential I grant that—one of the 
things that we have learnt from our 
experience is the absolute necessity of 
having long first-class franchises—that 
is essential {but if you have that you 
are protected against 19-20ths of the 
danger from municipal ownership. If 
you have not got that then you are 
open to it like they are in Chicago 
and possibly in Detroit, but if you 
have these long franchises you are pro- 
tected. 

MR. SHEPLEY: You are, if there 
is no legislation to oust that protec- 
tion? A.—That legislation would, I 
think, in the United States be uncon- 
stitutional. There might be possibly 
in Canada. 

Q.—You mean to do away with that 
protection would be unconstitutional P 
A.—The legislation that would do 
away with that protection. In Can- 
ada such a thing is a possibility be- 
cause our Parliament, as I understand, 
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is supreme, but in the United States 
even Congress is not supreme in a 
thing like that; even Congress is 
bound to recognize existing rights. 


Q.—And compensate for them? A. 
—No, it cannot, as I understand it— 
excuse me for arguing with such a 
lawyer as Mr. ‘Shepley—but I under- 
stand that the law as it is, that any 
law that would do away with an ex- 
isting right or break down an exist- 
ing contract except with the entire 
concurrence of those people would be 
unconstitutional and could not be en- 
forced. 

Q.—You know that in the United 
States there is the right of what is 
called Eminent Domain? A.—That 
is a right inherent in the State I 
understand, but this other right is 
limited by the constitution of the Un- 
ited States. I may say that I speak 
positively on this point because it is 
one we have discussed frequently with 
lawyers and that is why I happen to 
have views on,the question. 

Q.—I am not expressing an opin- 
ion; I want to get your views, the 
views of what a practical man like 
yourself may be on questions of that 
sort; to what extent. do you think 
that the taking away of a man’s Jand 
to put a railway on it is not an in- 
vasion of vested rights? A.—I under- 
stand that that is a right which the 
State has reserved for itself, for its 
own purposes, but that is all. 

Q.—Then supposing the State for 
its Own purposes wants to run rail- 
ways, and wants in the course of that 
to take all railways under its control, 
to nationalize railways? A.—Grant- 
ing that it is possible, then we are go- 
ing to be in the same box with all the 
shareholders of steam and street and 
interurban railway companies in the 
United States and Canada, and I am 
not afraid of much injustice being 
done to the shareholders. We will 
take our risk of that. 

Q.—You mean that you can control 
the legislation? A.—No, I mean that 
there is not much danger. When I 
say we I mean that the steam railways 
would see that their interests are 
looked after sufficiently. 

Q.—That is they will control the 
legislation. A.—Let them control it 
if they like, but we are in mighty good 
company. 

MR. KENT: You may be in dis- 
tinguished company, but do you say 
“mighty good company ?’? A.—Your 
Honor, just in closing I would like to 
say that this whole question comes 
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back to the question of safety. That 
is a very big question and I think that 
ought to be gone into pretty thor- 
oughly. 

MR. SHEPLEY: You have in- 
formed us with regard to that, I 
think. A.—I have not begun upon it 
yet at all. 

Q.—Would it be convenient for you 
to give us your views on some other 
occasion? A.—This afternoon. I want 
to get them before the Commission. 

Q.—Supposing you go on now. Per- 
haps yon can tell us a good deal be- 
tween now and one o'clock. I was 


‘ thinking it was at half past twelve we 


stopped. 

Q.—I will tell you in advance that 
I want to devote the afternoon, or 
most of it, to the discussion of some 
quite different subjects, so, if you 
can, make it as brief as possible, con- 
sistently with saying all you think 
ought to be said. A.—The question, 
of how a life insuranre company 
should invest its funds is a very im- 
portant one. I have said already 
what we think about mortgages, and | 
that we don’t look upon them with > 
favour. e came back to the fact | 
that the great openings for life in- — 
surance funds are the bonds and pre- , 
ferred stock of public utility corpora- 
tions, ‘such as street railways, electric | 
light companies, and so on. Steam 
railways have not figured largely in | 
Canada for two reasons; first of all . 
because we have only two ot three 
steam railways in Canada that have 
been very prosperous and their securi- 
ties have been largely floated abroad, 
and at any rate they only bring them 
out at odd times. The second point ' 
is that our Act precludes us from , 
purchasing even the bonds of a steam | 
railway unless it has earned and paid 
dividends for two years. That shuts 
us down to all except those that yield 
low rates of interest. Then it come 
back to the street railways, traction 
companies and electric light companies 
that we must look for our sae, 
ments. Take, for example, this oné, 
the bonds of which were the beginning 
of the [Illinois Traction Company’s 
system; the Danville, Urbana and 
Champagne. There was $750,000 of 
bonds put on that property. We had 
the certified earnings of that property 
showing that in 1901 they earned 
$314,000 odd gross, and in 1902 they 
earned $432,000. That the net earn- 
ings for those two years had been 
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$154,000 odd and $216,00 odd re- 
spectively. Now the whole of the in- 
terest charges upon all the bonds ot 
every kind that the company had out- 
standing at that time, absorbed $79,- 
000, inciuding some of the bonds that 
would be replaced out of this new 
issue. That left a surplus actually 
established by the auditors of $136,700 
for the previous year. Now, all that 
was required to provide the interest 
upon the next $750,000 of new bonds 
that Mr. McKinley and we took joint- 
ly was $37,500. The earnings for the 
previous year, certified to by the audi- 
tors, provided a surplus of nearly 
$137,000 and the new interest charge 
was Only $37,500, so that there was 
a surplus of say $100,000 from the 
earnings already in existence. We 
claim that this was a case where we 
said we cannot lose, the earnings are 
established, certified, they are exist- 
ing. Even supposing the earnings 
Should stand absolutely still and not 
grow at all, we are safe; these roads 
are already earning $3 for every one 
of interest upon the new issue of 
bonds. Now, for the extra money 
that was being put in for construc- 
tion there was only the extra interest 
charged. Part of it would be used to 
discharge some of the underlying 
bonds, but it would only be about 


$16,000 more of interest, so that even | 


deducting the interest upon the 
money required for the new road there 
would be a surplus from the old earn- 
ings of $82,000, so that even if the 


new road did not earn a cent our. 


bonds were safe. Therefore we said 
that our bonds were absolutely safe, 
no matter what happened, because the 
earnings are there and established and 
certain. That was on the supposition 
that they would never increase, but 
as a matter of fact, when we looked 
around those places we saw that those 
cities that increased 60 per cent. by 
the census in the previous ten years 
and we saw new houses continuing to 
go up in every direction, and when 
we saw the coal district and the min?s 
around and the big factories spring- 
ing up, we said it is impossible for 
these cities to stand still, if they do 
stand still we are safe, but we think 
it is a dead certainty that they will 
continue to grow, they have been grow- 
ing rapidly in the past and we think 
they will grow rapidly still. Then 
Mr. Hodges gave an estimate in his 
report that instead of the actual net 
earnings of $216,000 for 1902 there 


' 


Sun Life Assurance Co 
(Mr. T. B. Macaulay, Ex’d.) 


would be $236,000. There was actu- 
aliy $259,000, so that it surpassed his 
earnings. That was for 1903. By 
tae year 1905 that actual same opr?- 
perty, just that piece alone that is 
subject to the original bonds, had in- 
creased the earnings from the $216,- 
000 at 1902, to $362,000 in 1905, and 
for 1906 that same piece of property 
will probably have net earnings of 
about $450,000. So that here was a 
thing where already there was $3 of 
net earnings surplus over all interest 
charges for every dollar we wouid be 
putting in, and we saw we had an 
estimate from a competent egineer 
that it would increase largely and by 
1906 the earnings would be about 
double the estimate given by that en- 
gineer. Now, I say that is as safe 
a thing as you can get. People may 
think there is speculation. There is 
no speculation. have no use for 
speculation, but 0 say it is possible 
in connection with investments to 
mistake sleepiness for conservatism, 
and because we go out and hunt up 
good investments that are also safer 
than those we can get, we are not to 
be blamed, but we have done the best 
we can for our policyholders. Then 
take thesa new bonds. It is quite 
true as Mr. Langmuir says, that in 
most, though not in all, cases, the 
proceeds of the bonds are what are 
used to buy the roads. Mr. Shepley 
‘thas himself mentioned that most com- 
panies are financed in that way. That 
is true, but there is this difference, 
that by means of this connection we 
are able to get bonds that are not 
merely first mortgages upon those pro- 
perties, but are guaranteed from their 
inception by the parent company, 
which makes them simply absolute and 
as good a bond as you can get. Be- 
cause we put all the earnings of the 
parent company behind them, and 
those bonds, from the standpoint of 
safety, cannot be surpassed. Now, 
your Honours, we have had a lot of 
experience in this investing business. 
We have been at it for years and 
years. We have $21,000,000 of in- 
vested funds. By this time it is about 
$24,000,000. And I say it most de- 
liberately that in all our experience 
we have never had bonds or invest- 
ments of any kind that appealed to 
us as being anything approaching in 
safety those that we are getting 
through such a corporation as the 
Tilinois Traction. If you cut out such 
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a thing as that you will be cutting 
out not merely the source of profit— 
profit is a secondary thing, safety is 
first—you will be cutting out the sai- 
est thing we possibly can get, and 
have been getting in the history of 
our company. 


MR. SHEPLEY:—I wish to put in 
as I had promised you I would the sub- 
sequent report of Engineer Hodges, 
Exhibit 625. A.—I thank your Honors 
for giving me this opportunity of ex- 
pressing my views on a subject upon 
which I feel strongly. 

JUDGE MacTAVISH :—You do not 
require to thank us. We are very glad 
to hear you. 


(adjourned to two p.m.) 


AFTERNOON SITTING. 


T. B. Macaulay (Examination re- 
sumed by Mr. Shepley:) 


Q.—Then Mr Macaulay there is a 
group of securities which for the sake 
of convenience we will speak of as 
the Appleyard securities. Will you 
give us the origin of your transactions 
in those securities? A.—What is 
known or used to be known as the 
Appleyard System of Traction Com- 
panies was a system—do you want to 
know where it was? 

Q.—Yes. A.—It was a system of in- 
terurban railways that began on the 
west at the city of Dayton, Ohio, ran 
eastward to Springfield, Ohio, with a 
spur up northward to Urbana and 
Bellefontaine, and another line from 
Springfield eastward to Columbus, and 
included a street railway in the city of 
Columbus also. 

Q.—The Urbana is not the same 
Urbana as you have in the other? A. 
—No, nor the Springfield the same 
Springfield. 

Q.—This is all in the State of Ohio? 
A.—Exclusively in the State of Ohio. 


Q.—And you would probably tell 
me that the conditions with respect to 
the Appleyard system do not differ sub- 
stantially from the conditions with 
regard to the other systems which you 
have found so successful? A.—No, it 
was a system that was admirably lo- 
cated, served a large and growing pop- 
ulation. The road was well built, and 
it had every essential of success except 
one, and that was proper management. 

Q.—Now then, tell us how you first 
became interested in that, and trace 
your transaction in the outline—I do 
not want to go into it in very much 
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detail as in the case of the other. I 
am using the other as an illustration. 
Give us in outline the history of these 
investments and their results, and take 
it your own way, so long as you ar- 
range it chronologically, otherwise you 
will never make me understand it. A. 
—Perhaps I might explain at the start, 
that I am not as well posted in regard 
to this matter as I was with regard 
to the Illinois, as I had given up some 
time for several days past to reading 
up all the old correspondence, and so 
on in connection with the Illinois mat- 
ter, and I have not had time to re- 
fresh my memory in regard to the Ap- 
pleyard matter—but I will do the best 
I can. I have just had time to look 
into it a little at noon hour. In the 
year 1902, we made two purchases of 
the preferred stock of the Central 


’ Market Street Railway of Columbus 


Ohio, the purchases being in each case 
for $100,000. The first purchase 
which we bought from E. H. Rollins 
and Sons being at 95, with 50 per cent. 
bonus common stock, and the second 
purchase at 90 direct from Appleyard, 
with an equal amount of common stock. 

Q.—So that you would hold, on that 
first transaction, or on those two 
transactions, two hundred thousand 
dollars of preferred, half of it bought 
through Rollins and half through Ap- 
pleyard. Did what came through Rol- 
linms come from Appleyard also? A.— 


Yes. 


Q.—And you would hold $100,000 
common by way of bonus? A.—Yes. 

Q:—Who was Appleyard? Did he 
occupy the same position with regard 
to this system as McKinley did with 
regard to the other? A—Yes, except 
that there was all the difference of a 
mile between the two men. 


Q.—But his attitude towards the 
proposition was the same as the atti- 
tude of the other man? A.—Yes, with 
this difference that he controlled these 
other things. 

Q.—Who? A.—Appleyard controlled 
the Ohio property, while under the way 
we fixed things with McKinley, Mc- 
Kinley did not control them, but we 
controlled them 

Q.—He controlled the stocks? A.— 
Yes. 

Q.—You give us a date for that I 
seeP A.—There were two dates—about 
the middle of 1903, each of them. 

Q.—1902? A.—Yes, 1902. This Cen- 
tral Market Street Railway was a rail- 
road in the State of Columbus. It acted 
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as a terminal for all the interurban 
railways that came into the city. The 
reason why they needed a separate rau- 
way for a terminal for all the inter- 
urban railways was that the city road 
was broad guaged, and the interurban 
roads were all standard guage, and 
they could not come over the tracks 
of the city road, and therefore there 
was this terminal formed for the whole 
of it, and also to do a certain amount 
of city business.. 


Q.—Was it a distributing railway? 
Did it distribute the passengers that 
came over the Interurban road, or 
just simply take them to the heart of 
the city. A.—It was like a square, 
like a cross rather, and a big loop in 
the centre, and all the interurbans 
would come in around that loop, and 
besides that it charged city fares to 
any person going up and down its 
own line. 

Q.—Then that was the first of your 
dealings with the Appleyard securi- 
tiesP A.—Yes. 

Q.—Now then, go on with the his- 
tory of those. That seems to have 
been an isolated transaction? A.— 
Yes. 

Q.—That is just a transaction stand- 
ing on its own bottom? A.—Yes. 


Q.—And that was the acquisition 
of these blocks of stock? A.—Yes. 

Q.—Are you able to give me the 
capitalization and the bond debt of 
this Centra] Market street railway at 
the time you invested in the prefer- 
red stock $200,000? A.—My recollec- 
tion is that there was a bonded stock 
of $500,000, and that there was a pre- 
ferred stock of $400,000, I think. 


Q.—And common? A.—A common 
of I do not know how much. The 
preferred stock was listed upon the 
Cincinnati Stock Exchange and was 
selling there among brokers and had 
been largely bought by then investing 
public in Cincinnati. 

Q.—What dividend was it drawing? 

A.—Six per cent. 

Q.—And it was six per cent. pre- 
ference stock, subject to a bonded debt 
you say of $500, 000? A.—Yes. 

Q.—Then you would have the whole 
issue for stock, $200,000, out of $400,- 
000P #A.—Well, it may have been 
$500,000 preferred stock, I would not 
be positive. 

Q.—Then go on with the historical 
account of these dealings. That trans- 
action was never brought into the 
genera] account at all, was it? A.— 
Oh yes, that formed part of it. 
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Q.—Then we will get the Minute 
book and deal with that? A.—Dur- 
ing the year 1903 we sold back to 
Appleyard in various sums $125,500 
of that stock, reducing the amount of 
the stock to $74,500 par value, which 
stood us at cost price $67,425.17; so 
that this original holding was reduced 
in that way to these figures. 


Q.—You had $74,500 left, standing 
you $67,000 odd? A.—yYes, we sold 
these mostly at profit and kept the 
common stock. 

Q.—You seem to have sold at 90? 
A.—95 to 100 I think. 


Q.—We will get the figures when 
we get the items? A.—Yes, I have 
here the prices at which we sold the 
different entries. 

Q.—We will have that taken down? 
A.—On March 19th, $33,000 at par; 
June 4th, 1903, $73, ‘000 iat par; June 
4th, $25, 600 at 97 7-8. That was sold, 
if T remember right, on the Cincinnati 
stock exchange. October 16th, $4,000 
at 95; October 22nd, $13,000 at 95. 

Q.—That makes the whole $125,000? 
A.—Yes. 

Q.—What did you get? Cash? A. 
—Cash in some instances. In some 
cases they were in connection with 
exchanges. 

Q.—Can you let me know how much 
eash you did get and in which trans- 
action? A.—We can follow that along 
by the minute book. That is the only 
way I can do. I would like to em- 
phasize again my regret at not hav- 
ing these things at my fingers end, 
but I could not do it in the time. 

Q.—We are sorry to hurry you and 
we want to get things just as they 
are? A.—yYes, in the little minute 
book. 

Q.—Page 274 of this book, the date 


date of it being what? A.—June 
30th, 1902. 

Q.—Central Market street railway 
of Columbus 6 per cent.— A.—Non- 


cumulative stock. 

Q.—The disposition of that is ‘“Take 
$200,000 if everything is found satis- 
factory.”’ On the 8th July Central 
Market Street Railway of Columbus, 
$200,000 preferred stock has been pur- 
chased, $100,000 at 95 and 50 per cent. 
stock in connection with exchange, 
etc. That is marked approved? A.— 
That was the beginning. 


Q.—Then $100,000 at 95 in connec- 
tion with an exchange, what does that 
mean? A.—That means that instead 
of giving cash we were able to turn 
over some inactive securities, which 
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he would undertake then to sell. In 
other words, it was the means by which 
we could get a broker to sell inactive 
stocks which we could not sell. 

Q.—You replacing them with this 
issue no doubt conceived to be an ac- 
tive security? A.—Yes, we thought 
this was the best. 

Q.—Then the $100,000 at 90 with 
50 per cent. stock—balance in ex- 
change. I suppose that was the same 
way? A.—The same way. 

Q.—That is the first, what was the 
next? A.—There is a purchase here 
of bonds of part of the system but they 
were not bought from Appleyard. Will 
I refer to that? 

Q.— Yes. A.—October 14th, 1902, 
we purchased $75,000 of the five per 
cent. bonds of the Urbana Bellefon- 
taine and Northern Railway at 973, 
and interest from Mr. B. Fisher of 
Boston, he taking in part payment 
$60,000 of the Norfolk Railway and 
Light Company, Boston, as 9734 per 
cent. They had rather deteriorated 
in value on account of competition 
coming up, and we were very glad to 
work them off, and considered we had 
made a good deal by it. We have not 
been in the habit of considering that 
as part of the Appleyard securities. 

Q.—Then if you have not been in 
the habit of considering it so, we will 
not consider it so on this occasion, 
and we will pass on. They have not 
entered into that account? A.—No. 
There is no further transaction for 
some time. Here is one March 17th, 
1908, preferred stock Dayton, Spring- 
field and Urbana Railway; transaction 
has been completed for $250,000 at 
80—oh, I beg pardon, I have skipped 
one of the week before. In my hurry 
through I did not notice this. March 
10th, 1908, preferred stock Dayton, 
Springfield and Urbana, $30,000 at 80 
per cent., Mr. Appleyard taking in 
part payment $80,000 Bellefontaine, 
Urbana and Northern bonds at par. 
and $50,000 Central Market preferred 
stock at par; how disposed of, ap- 
proved to the extent of $250,000. 

Q.—Does that mean $250,000 instead 
of $300,000? A.—Yes. Then on 
March 17th, one week later, there is 
this entry preferred stock Dayton, 
Springfield and Urbana Railway; 
transaction has been completed for 
$250,000 at 80 per cent.—that is the 
same rate—Mr. Appleyard taking 
$53.000 of Bellefontaine and Northern 
bonds at par, and interest, and $33.- 
000 of Central Market preferred stock 
at par and interest. That was cutting 
them both down, because we had cut 
the amount down. Approved. 
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Q.—How much of the Central Mar- 
ket went there? A.—$33,000. This 
is the first entry here. 


Q.—Then the next? A.—On July 
2nd, there is this entry, ‘‘Preferred 
stock Columbus, London and Spring- 
field, 5-6 per cent., meaning that it 
was five per cent. for a certain number 
of years, and six per cent. thereafter, 
I think five per cent. for three or four 
years, and six per cent. thereafter ; 
non cumulative, proposition accom- 
panied by $375,000 at 80 per cent., 50 
per cent. common stock bonus, Mr. A. 
EK. Appleyard and Company purchas- 
ing in part payment $27,000 Belle- 
fontaine and Northern bonds at par 
and interest, $73,000 Market Street 
preferred at par and interest, $40,000 
Dayton, Covington and Piqua bonds 
at par and interest, approved.’’ 

Q.—Then you are acquiring now the 
Columbus, London and_ Springfield 
bonds to the extent of how much? A. 
—$375,000. 

Q.—Then the next? A.—July 28th, 
1903, there is this entry, ‘‘Bonds, Cen- 
tral Market Street Railway of Colum- 
bus, 5 per cent. 19 years, $200,000 at 
95 and interest. This never went 
through. 

Q.—If it did not go through let us 
not waste time over it? A.—That 
was never completed although it was 
approved. 

Q.—Then the next? A.—On August 
17th, 1903, there is this entry, ‘‘Sug- 
gested arrangement for the purchase 
of securities from Mr. Appleyard as 
follows, $53,000 short 6 per cent. bonds 
Chippawa Valley Electric Railway, at 
80: $170.000 short 6 per cent. bonds 
Dayton, Springfield and Urbana Rail- 
way at 80, $285.000 preferred stock 
Dayton. Springfield and Urbana at 50, 
$276,000 short 6 per cent. bonds Col- 
umbus, London and Springfield Rail- 
way at 80, $220,000 preferred stock. 
Columbus, London and Springfield at 
40, $10,504 bonds of the Columbus 
Grove City and South Western. 


Q.—10,000 bonds? A.—No, that is 
the total amount. 

Q.—That is the number of dollars? 
A.—Yes, at 80; $10,000 Dayton, Leb- 
anon and Cincinnati at 50, $50,000 of 
the stock of the Urbana Electric Licht 
and Power Company at 40, and $93.- 
100 stock of the Eauclaire Tight and 
Power Company at 40, out of the pro- 
ceeds paying ourselves $539.000 due or 
becoming due by Mr. Anplevard and 
balance in cash, and $50,000 Central 
Union Telephone bonds, Mr. Apple- 
vard to have right to repurchase at 
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ten points advance and giving further 
security that he will do so, approved.”’ 

Q.—Now that brings us to the trans- 
action that I want to enquire about. 
How did Mr. Appleyard happen to 
owe you $539,000? A.—From_ the 
transactions that we have recited be- 
fore. 

Q.—What is that? A.—From the 
transactions we have recited before. 

Q.—No, the transactions you have 
recited before were purchases? A.— 
They were purchases, but we have got 
from him an obligation to repurchase. 

Q.—Just put it together for me 
then. You had been making advances 
you know? A.—I wish ft had, had 
time to look it all up. 

Q.—Apparently according to the ac- 
count that is before me, there was 
$305,629; then a sum which we will 
have to deal with a lttle more speci- 
fically a little later on $13,121 and 
$225.000 and $50,000 advanced to him 
at that date (making about $539,000. 
A.—These purchases by us—Mr. Apple- 
yard had retained the right to repur- 
chase at an advance and he had re- 
purchased them, and had got from us 
loans. 

Q.—He had borrowed from you to 
buy back from you with? A.—Yes. 
My recollection is a little bit hazy, 
but he was under an obligation to 
repurchase these securities at an ad- 
vance, and when the time came he 
was not able to do so, and in order to 
make our legal position perfectly 
right we got him to execute agree- 
ments by which he legally bound him- 
self. to the company, and I have no 
doubt that this is the amount that is 
referred to. 


Q.—What advances were you mak- 
ing to him? A.—We made him, as far 
as I remember, no advances excepting 
just to replace— 

Q.—Will you turn to the cash journ- 
als, and I will give you the pages and 
we will have those items explained ? 
A.—I think -the books are being 
brought in. I think that is the posi- 
tion of the matter to the best of my 
recollection. He had bound himself; 
while these are entered here as pur- 
chases, we had also got an obligation 
from Appleyard to repurchase them a 
little later at an advance, then we 
called upon him to carry out his agree- 
ment and he was not able to do so, 
so that in order to put it in legal 
shape, we made him execute loans 
from us. 

Q.—I suppose there is a docket—we 
have not seen it yet—a docket con- 
taining all these papers? What books 
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are these that have been just brought 
inP What is the date of that book? 
A.—On that date, July 31st, 1903, 
there is an entry showing that Mr. 
Appleyard repurchased from us $250,- 
000 of preferred stock, of the Dayton, 
Springfield and Urbana Railway, which 
we ourselves had bought from him be- 
fore at 80. He repurchased it at 90, 
but as I have mentioned, from memory, 
that was in accordance with an agree- 
ment that we had got from him to give 
us at the time we bought it, because 
we looked upon this not as a perman- 
ent investment, but as loans with a 
right of redemption. 

Q.—Do not get to that yet. What 
was the transaction on the 3lst July? 
A.—That he purchased from us $250,- 
000 of those bonds at 90, but did not 
pay for it in cash, but gave us his 
obligation for the amount I think— 
yes, that is the entry. 

Q.—Is the entry not this: that you 
advanced $225,000, with which he 
bought back this stock? A.—Yes. 

Q.—I want to put it the way it was? 
A.—The way I have put it comes to 
the same thing exactly I think. 


Q.—Perhaps it does, but I would 
rather have it the way the books dis- 
close. The books show you advanced 
him $225,000, with which he purchas- 
ed the stock from you? A.—Yes, the 
actual fact being that he was not ‘able 
to carry out his agreement to pur- 
chase, and in order to give a. legal 
hold on him, and to put the legal posi- 
tion in clear shape, we got him to 
execute this legal obligation, holding 
exactly the same security as before. 

Q.—You held the same stock, but 
he was your debtor to the tune of 
$225,000, which represented a’ profit 
to you of something lke $24,000 or 
$25,000? $A.—Something like that. 
We wished to get a legal hold on that 
profit. 


Q.—No cash passed of course? A. 
—No. 

Q.—Then what happened with re- 
spect to that profit? What did you do 
with that? Where did you put that? 
You treated that as a profit made, did 
you not? A.—TI think so. 

Q.—In other words, you treated it 
as though he had come and ~-aid you 
the money ? A.—Yes. 

Q.—As though it had been his own 
money, as though it were final with 
you, and as though $25,000 of it re- 
presented the profit? A.—Yes. 

Q.—And yon carried that profit to 
what account? I think you carried 
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$24,155.92 to profit and loss, and 
$812.86 of it to interest; is that right? 
A.—That is right. 

Q.—What interest was that? A.— 
That would be I imagine a portion 
of the amount that was really interest. 

Q.—That is, that was earned inter- 
est upon those bonds? A.—Yes. 


Q.—That was on the 3lst July, a 
month before the transaction you were 
showing me a few minutes ago. Then 
what is the next deal? A.—Have you 
the memo. of it? 


Q.—August 14th, $50,000... What do 
you find there at page 828? A.— 
That is the first payment on account 
of this minute here. 


Q.—What do you mean by the first 
payment? A.—The amount that was 
referred to in the Minutes there was 
paid in instalments, and that is the 
first instalment. 


Q.—You gave him $50,000 in cash? . 


A.—Yes. 

Q.—On the 14th August? A.—On 
the 14th I suppose. 

Q.—The date of the Minute is the 
ss August, three days later? A.— 

es. 

Q.—Then you had given him $50,- 
000 on the 14th August? A.—I am 
not positive—well yes, and it was 
transferred to expense account in the 
meantime. 

Q.—That would indicate that the 
negotiations were proceeding, at that 
time? A.—Yes. 

Q.—And that you knew pretty well 
what your Board were going to do? 
A.—Yes. 


Q.—And that you were acting in. 


advance of the action of the Board? 
A.—That is it exactly. 

Q.—Now let us come back to the 
transaction, as you have it in the Min- 
ute. He was to give you what? A. 
—He was to give us a large amount 
of these things out of which we were 
to pay ourselves, everything that was 
coming to us. 

Q.—Will you tell me how the $539,- 
000 was arrived at? It is the stocks 
and bonds mentioned in the minute? 
A.—There is‘a regular agreement. 

Q.—Is that here? A.—I think so. 

Q.—Let us have it? A.—It sets 
forth the whole thing in detail. There 
is the full agreement. 

Q.—I have not seen this before. 
This is dated 17th August, between 
Arthur E. Appleyard and the Sun 
Life. Mr. Appleyard hereby sells and 
transfers absolutely to the Sun Life 
Assurance Company of Canada, and 
the latter hereby purchases the follow- 
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ing securities. Now follow me with 
the minutes. First, $53,000 short 
term bond or note of the Chippawa 
Company,—(reads memo.)? A.—At 
80 per cent., it is not extended here. 

Q.—$170,000 short term 6 per cent. 
notes Dayton, Springfield, Urbana 
electric company at 80 per cent,,”’ 
(reads items.) You did not want these 
securities. You were taking them be- 
cause you wanted to get closed up with 
Mr. Appleyard? A.—We wanted to 
improve our position. 

Q. You were not seeking investment 
in these particular securities? A.—No. 

Q.—Mr. Appleyard had got in your 
debt to the extent of $539,000, and 
you wanted to get the best you could. 
Was that not it? A.—Pretty much it. 


Q.—You have shown us about the 
$225,000. How else? By what other 
transactions had he got to the extent 
of $539,000? A.—It is all set forth in 
detail. 

Q.—Then we will follow this out, and 
see how it is. The second paragraph 
1s as follows (Reads paragraph). What 
is that? Was that one of the trans 
actions you told me about? A.—I think 
so. 

Q.—That was the transaction of the 
$375,000. Columbus London and 
Springfield, that although a purcnase 
at the time that transaction was made, 
it was really a loan, was it not? A.— 
1t was a purchase, but with the obliga- 
ticn on our part to resell, and the 
obligation on his part to repurchase at 
an advance at a certain date. 

Q.—Then it is rather splitting hairs 
to call that anything more than a loan, 
ja it not? A\—It is a‘matter;, Ido 
not care particularly. 

Q.—The essence of the transaction 
was that he was in your debt that 
much money, and had to pay it-back? 
A\—Yes. 

Q.—He was under an obligation to 
pay it back? A.—Yes. 

Q.—Then paragraph No. 3 reads as 
follows, (Reads). That is the trans- 
action that we have just taken from 
the cash journal? A.—Precisely. 

Q.—Then those two items added to- 
gether make up the $539,000 odd, 
August 13th, $50,000. You had paid 
that by way of anticipation? A.—Yes. 

Q.—Will you just confirm these 
figures, Mr. MacNutt, and let us see 
if this is the way it was paid. Just 
look at the pages in the cash journal. 
On the 29th August, at page 829, $25,- 
000 ? 
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MR. MACNUTT :—Yes. 

Q.—2lst August, same page $25,000, 

MR. MACNUTT :—Yes. 

Q.—On the 3rd September page 846, 
$25,000? 

MR. MACNUTT:—Yes. 

Q.—9n the 10th September page 848, 
$25,000? 

MR. MACNUTT:—Yes. 

Q.—23rd September, at page 867, 
$20,000? 

MR. MACNUTT :—$20,000. 

Q.—On the 2nd October, page 882, 
$20,000? 

MR. MACNUTT:—Yes. 

Q.—On the 7th October, page 883, 
$5,000? 

MR. MACNUTT:-—Yes. 

Q.—And on the 13th October, page 
890, another $5,000? 

MR. MACNUTT:—Yes. 

Q.—That was apparently all the cash 
that was paid. Do you find anything 
else ? 

MR. MACNUTT:—I do not find 
anything else. 

Q.—Then there is an item interest 
and exchange and’sundry $1,170. 


MR. MACNUTT:—What date is 
that? 


MR. SHEPLEY:—I do not think 
we will trouble about that. That is 
too small a total for us to waste time 
over. 


_Q.—At all events, that is substan- 
tially the way that cash element in 


the transaction was discharged? A.— 
I think so. 


Q.—The account is balanced here by 
$1,170. Now that closing represented 
a profit to you upon the original trans- 
action? A.—Yes. 


Q.—Represented a profit that is dis- 
closed between the price at which you 
purchased, and the price at which he 
repurchased? A.—Yes. 

Q.—How did you go about closing 
the account with Appleyard? A.—In 
what way? 


Q.—How did you take these stocks 
and distribute them—these securities 
that you got from him in the clos- 
ing—and how did you distribute them 
so as to show that Appleyard was no 
longer your debtor, and to show you 
had made in the transaction with him 
the profits you did make? A.—We put 
the entries throught exactly corres- 
ponding with this agreement. We put 
that agrement which you have there 
into our books. 


INSURANCE. 29:57 


Sun Life Assurance Co. 
(Mr. T. B. Macaulay, Ex’d.) 


Q.—Now you have put it exactly 
the way itis. You put that agreement 
into your books, so that you appeared 
then to have on hand these various se- 
curities which you received from him 
upon the clean up at the figures at 
which they were put in the agree- 
ment? A.—Exactly. 

Q. And those included if the se- 
curities were valid for the amounts 
they represented, those included the 
profit you had made upon the turn 
over of the other securities? A.—Yes. 

Q.—You will just check that if you 
don’t mind, so that we will see -how 
accurately you have followed that. For 
instance if you will just read them 
I will call them out as they appear in 
your book? A.—I remember now there 
was a slight variation from this, but 
the substance was there. It runs in 
my mind he purchased different stocks 
from those he was bound to purchase. 

Q.—Give me the name of the securi- 
ty? A.—$53,000 Chippawa Valley; 
$42,400. 

Q.—That is Chippawa Valley $49,- 
000, $39,200? A.—In the final wind-up 
he had promised to give us $53,000. 
but he was unable to do so, and 
only gave us $49,000 in place of 
$53,0UU so that he gave us a little less 
than that particular one than he pro- 
mised. 

‘Q.—You are $3,200 short on that? 
A.—There is a letter on that. 

Q.—What is the next one? A.— 
$170,000. of the six per cent. bonds 
or notes of the Dayton, Springfield 
and Urbana, $136,000. 

Q.—That is $128,120; you have 
$160,150 only? A.—Here is a copy 
of a letter to Mr. Apleyard dated 
October 16th, 1903, drawing attention 
to these very points you are speaking 
about. 

Q.—Let us get the figures first. I 
won’t keep that out at all. A.—Well, 
there is $170,000 and the amount he 
really gave was $160,150.75, accord- 
ing to this letter, instead of giving 
$170,000. 

Q.—How muchP A.—He_ gave 
$160,150.75, which figures $128,- 
120.60 ——— 

Q.—What stock is that? A.—The 
second item. 

Q.—The deficiency then was $49,- 
179.40? A.—This letter will explain 
the whole thing. I do not remem- 
ber, but I think it explains the whole 
thing. - 
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Q.—I will put in the letter? A.— 
If you allow me to read that letter, 
it will refresh my memory, I think. 

Q.—Give me in a word how that 
deficiency ‘was made good? A.—It 
draws attention to the fact that on 
the other hand you have delivered to 
us a surplus over and above the shares 
called for (Reads.) 

Q.—What you did was to take those 
1,800 shares and credit them in the 
account at the sum of the deficiency, 
$49,179? A.—I think so. 

Q.—That seems to have been so? 
A.—Yes. 

Q.—The circumstance I want to ca!l 
your attention to is this—because, of 
course, it is indicative of the very 
condition of thing you are telling me 
about, the very bonds, the Dayton, 
Springfield and Urbana bonds, the 


very bonds which you had bought from ° 


him originally at 80, and made him 
buy back three days before at 90, you 
took from him at 80 in this? A.— 
Yes. The position was this, your 
Honour; Appleyard was not able to 
pay up, and if he got into trouble 
we saw there would be a slump in a!! 
his securities, and we got all we could 
from him to protect ourselves. 

Q.—On the best terms you could 
arrange? A.—That is it exactly, and 
we thought we made pretty good 
terms. 

Q.—And on that turn-over you had 
dropped the profit you had put down 
in your books three days before on 
the manipulation of the $325,000? A. 
—-How. do you mean dropped it? 

Q.—You carried it to profit and 
loss? A.—We made that good. We 
got enough to make good everything 
to us, and we thought everything was 
good, including all our profits. At 
that time we considered we had made 
everything good including everything, 
but our subsequent judgment changed. 


Q.—Then that was an end of the 
matter as far as Appleyard was con- 
cerned. You had no further dealings 
with him? A.—We had further deal- 
ings, but no financial dealings. 


Q.—How much of these securities 
do you still hold, and what have you 
done with them—those you do not 
hold? A.—We hold most of them still. 
There is an agreement by which we 
are to sell nearly all of them over to 
other parties. 


Q.—Which of them have you dis- 
posed of? A.—The Chippawa Valley 
bonds—those were temporary bonds, 
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and we got permanent bonds of the 
company for them. 

Q.—You hold the permanent bonds? 
A.—I think we sold some of them, 
and hold some of them still, but at 
any rate the Chippawa Valley was 
eliminated in that wav. The Chippawa 
Valley is not in Ohio, it is in Wis- 
consin, and it is really not part of the 
Appleyard system. 

Q.—But it is part of the stuff you 
got when Appleyard went to the wall? 
A.—He never went to the wall. I 
do not think he ever failed even to 
this day. 

Q.—He was not able to carry out 
his contract with you? A.—No, but 
I think he never failed till a long 
time afterwards. 


Q.—If you were realizing those 
bonds to-morrow, how much would you 
lose or gain? A.—The securities of 
the Appleyard system in Ohio, we have 
a regular agreement to sell the whole 
of them to Mr. Andrew Morgan, who 
represents a syndicate in Philadelphia, 
one of the wealthiest syndicates in 
the whole of the United States, at 
$675,00 of a guaranteed stock and the 
entire cost value of our central mar- 
ket in cash, plus interest. 


Q.—You have an agreement that 
you will sell for that? A.—yYes. 


Q.—Have you an agreement that it 
will pay that? A.—yYes, got him tied 
right up. 

Q.—So that when the securities are 
realized, what position are you going 
to be in? A.—We are going out of 
them. We will use a little interest 
on them. 


Q.—<And you will have another kind 
of security? A.—But a gilt-adged 
security. 

Q.—But you will have another kind 
of security? A.—For part, and cash 
for part. The agreement is that they 
are to pay us that in cash plus full 
interest. 

Q.—What have you done on your 
books with the Central Market? A. 
—We have done nothing. Oh, I beg 
pardon, I meant to say we have not 
done anything in the way of selling 
out or anything of that kind. For a 
while we thought these securities were 
poor, but we are coming out of them 
first class. For a while they dropped 
in our opinion very materially when 
Appleyard got into difficulties, and 
they are among the securities that we 

wrote down very heavily. 
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Q.—You wrote off the whole $67,- 
425? A.—The Central Market, we 
wrote the whole of that. 


Q.—And what did you do with the 
$100,000 bonus stock you had there? 
A.—We wrote it off, too. 


Q.—It was in your books at a dol- 
lar and written off at a dollar, and 
the $67,000 were written off? A.— 
Yes. 

Q.—And the Columbus, London and 
Springfield in the same way? You 
remember what you wrote off that? 
$145,881? A.—I remember we wrote 
down very heavily on those, but I can- 
not tell exactly without looking into 
the books. We wrote off the whole 
Central Market, and we wrote off 
$457,000 of the London, Columbus and 
Springfield preferred stock. That is 
par value, $145,881 of the Columbus, 
London and Springfield; $125,000 
Dayton, Spirngfield and Urbana; 
$80,000 from the Columbus, London 
and Springfield, and $5,000 Dayton, 
Springfield and Urbana Bond, I think 
was it all. 

Q.—Whatever your sanguine antici- 
pations may be at present, there was 
a time when you faceq an actual loss 
as you then supposed of somewhere in 
the neighborhood of half a million? 
A.—I think that is placing it too 
strongly. We feared we might have 
a loss, but still we did not go so far 
as to think we would lose it. 


Q.—You went so far as to write it 
off your books as a bad debt? A.— 
In this way, we said we were making 
such large profits on the other things 
that we could afford to write off any- 
thing which had become doubtful and 
we wrote it off. 

Q.—And you took the money with 
which to replace these last invest- 
ments out of the Illinois Traction 
stock which was a bonus to you? A. 
—Yes. 

Q.—Writing that up? A.—Substi- 
tuting the one for the other, to sub- 
stitute one exceptional thing for the 
ones that were doubtful, but while I 
admit at once that we thought they 
were doubtful then, and unquestion- 
ably they were doubtful then, they 
are -turning out first -class. 


Q.—It is a fortunate thing if you 
get a gilt-edge security that turns out 
first class? A.—Well, that is good. 

Q.—You did not invest in these 

without thinking they were Al stocks? 
A.—Yes, but our judgment was not 
as mature then, it was not sound. 
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Q.—Is this loss wholly explained by 
want of experience on the part of 
the investor? A.—We would have 
had no loss at all but for the wrong- 
doing of Mr. Appleyard. 

Q.—When you say wrongdoing, you 
mean incompetence? A.—Incompe- 
tence and wrongdoing, mismanage- 
ment right through and through. 


Q.—Well, do you think that you 
have any insurance against misman- 
agement in other quarters? A.—We 
know that this has taught us one les 
son, and that is the importance of 
control. There was no trouble at all 
with those properties except Mr. 
Appleyard. If they had been controll- 
ed by Mr. McKinley, or any other 
first-class man, there would have 
been no trouble at all. If we had 
been able to exercise control in the 
same way @s we have the power in 
the Illinois Traction Company, not 
only would we have had no trouble, 
but would thave made an immense 
amount of profit. One lesson we draw 
from this is the importance of being 
able to control the policy, and doing 
the thing we have been doing 

Q.—And underlying all that is ths 
per ty of the man in chargo? A. 
—Yes. 


Q.—The personailty of the man in 
control? A.—Yes. 


Q.—The right man in control, good 
results, and the wrong man in con- 
trol, bad results? A.—Yes, but fol- 
lowing that with one other step, we 
cannot tell whether a man is going 
to be good or bad until we have had 
experience with him. Then if you 
have the control if a man turne out 
bad, you ship him, and put another 
man in. 


Q.—You lock the door after the 
horse is stolen? A.—No, they cannot 
steal many horses when you have the 
control of things. I was speaking on 
this very subject of control with a 
firm of bankers—if you will pardon 
the digression—one of the most prom- 
inent firms in New York; and I sug- 
gested that they should go in jointly 
with some of the things we were going 
into, and the two partners were there 
and one of them said, “One of our 
absolute rules of business is, no mat- 
ter how good a thing is we will not 
put one dollar of our money in 4 
matter we do not absolutely control.” 
(Now what is a good thing for them, 
learned out of banking experience, is 
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a good thing for us, and our exper!- 
ence confirms it. We have learned 
out of this matter to keep a control, 
or just a little bit of a hand over 
the actions of a management of a 
traction company, or all kinds of in- 
vestments, as one of the matters of 
vital importance from the standpoint 
of safety. 

MR. LANGMUIR:— You have a big 
gontract there? A.—Yes, but it can 
be done. 

MR. SHEPLEY :—Q.—Let me ask 
you about two or three other matters, 
just in a general way; because IT am 
bound to say you have given me 4 
creat deal of assistanve in giving these 
illustrations. I am not going into de- 
tail in any of the other matters. Take 
for instance the Cornwall Street Rail- 
way; that did not turn out in its 
early maturity to be a good invest- 
ment? A.—No. 

Q.—And I think practically that 
has involved a life insurance cum- 
pany running it? A.—Yes. i 

Q.—Do you consider that desirable? 
A.--I do not. Your Honors we have 
learned certain things from our ex- 
perience with investments. ; 

Q.—But you do not mean to say you 
have learned all there is to be learned. 

A.—No, but when we have learned a 
lesson— h 

Q.—If you are an apt pupil you 
would be learning year after year? A. 
—Yes. 

Q.—And the thing that seems rosy 
this year may not be rosy five years 
later in’ your experience? A.—Pos- 
sibly so, but when we have learned 
a thing to be bad, we have learned it. 
The Appleyard lesson burned into us 
the importance of management, and 
the Cornwall affair burned into us an- 
other lesson, the importance of pop- 
ulation. Now there was no trouble 
at all with the Cornwall street rail- 
way except the lack of population. 

Q.—That sounds like a radical evil 
in dealing with the Traction proposi- 
tion? A.—That is right. The Corn- 
wall Street Railway was well built, 
honestly built, and money was put in 
behind the bonds to a considerable 
amount. We did not advance the 
whole amount there at all. 
a considerable amount of money equal 
T think to something like 30 or 40 per 
cent. of the par value of the bonds, 
put in in hard cash behind them, but 
trouble arose simply and solely be- 
cause of lack of population. 

Q.—Really do you tell us that you 
had to go by the experience you had 
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with the Cornwall Street railway to 
have that proposition burnt into you, 
to learn that lesson? A.— In the first 
place that was our very first invest- 
ment. 

MR. KENT:—Q.—I suppose it is 
really because the population did not 
travel on the tram cars? A.—No, Mr. 
Kent, it is because there was not 
enough population to travel. I dare 
say they travelled as much as in other 
towns of its size, but there was not the 
population to travel. 

MR. SHEPLEY :—Q.—Perhaps it is 
more difficiric to cure that pernicious 
habit of walking there? A.—There are 
two points that I really think we ought 
to learn in connection with this Corn- 
wall matter. As I have said, it em- 
phasized the importance of population, 
but it also emphasizes the importance 
of not putting restrictions in our law 
by which we are confined to Canadian 
corporations and Canadian towns. 

Q.—I must protest I think. to your 
drawing a comparison between Cana- 
dain and foreign investments? A.—If 
I may be permitted to say a word or 
two, that was our very first investment 
in g traction security, and it is @ 
security that, but for the law which 
ties us down to Canadian securities, 
we would not have put our money i 
such a small enterprise as that. (An 
law that limits us so that we have to 
give preference tc Canadian things 
simply because they are Canadian, even 
though the population is small, 
Is very very unwise in my judg- 
ment; @nd another thing, it makes 
for greenness and _ inexperience. 
Why is it that we have learned 
so much more? It is because 
we have had a chance of getting ex- 
perience in all parts of the United 
States and Canada. We have had a 
whole continent open to us. If it 
had been’ that we were still limited to 
Canada in the first place, our fields 
for investments would hdve been very 
small. Of those that would have been 
un suitable, we would have had very 

ew. 
_ Q.—According to what you have 
just been saying, you would have been 
learning a bitter lesson all the time? 
A.—I should think we would. 

Q.—You would have acquired ex- 
perience more rapidly than you have? 
A.—We would have been shut out 
pretty much from this class of se- 
curity. We would either have to drop 
this security altogether or take poor 
ones. 
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Q.—You had a considerable experi- 
ence in Levis County Railway bonds? 
A.—Yes, same lesson exactly. 

Q.—How much? A.—$100,000—I 
eorrect that, and say $35,000. 

Q.—$100,000 bought at 85? A.— 
Yes. 

Q.—Did you have to foreclose on 
your bonds? A.—There was $250,000 
of bondholders, and we held $100, 000, 
and the bondholders foreclosed. : 

Q.—Who is running the roadP A. 
—The bondholders. 

Q.—A life imsurance company is 
taking part in running another road 
as the result of investment in the 
traction proposition? A.—Yes, and 
again, there there was a very large 
amount put behind those bonds in 
hard cash, but the lesson again shows 
the folly of any.kind of restriction 
that limits us to Canadian  enter- 
prises. We would not have invested 
in the Levis County matter were it 
not tor the restriction. 

Q.—You did not invest in it know- 
ing it was bad? A.—We had thought 
it was good, but knowing it was in- 
ferior to those in the United States. 
It was as good as we could get in 
Canada. 

Q.—How much did you put in Mon- 
treal Terminals? A.—We put in 
$500,000 and are coming out of it 
nicely. 

Q.—And that was at one time bad? 
A.—There was never a time when we 
stood to lose, but the question was 
whether we could get a profit, but I 
grant our experience there is 

Q.—Did it cost you a good deal of 
money to boom those securities? A. 
—None at all—to boom the securities ? 

Q.—Yes? <A.—In what way? 

Q.—In any way? What money have 
you expended in connection with these 
terminals and because of these term- 
inals? A.—We spent some money in 
protecting our right against the Mon- 
treal Railway building a line to 
parallel this line. 

Q.—Is there anything else ? SY 
do not think there is anything else. 

Q.—Will you look it up? A.—Well, 
I do not think there is anything. 

MR. LANGMUIR: Q.—Have you 
a list of the failures of the United 
States Tractions? A.—I have not seen 
such a list. 

Q.—Is there not a journal where it 
could be found? A.—There is 4 
street railway supplement to the 
Financial Chronicle, but I think ex- 
perience shows that comparing trac- 
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tion securities with any other class 
of securities except high grade muni- 
cipal or government bonds, that they 
have shown up very much better than 
any other. I do not think the steam 
railways can hold a candle to them. 


Q.—Let me see what we can get 
from your own history with regard to 
the very question which the learned 
Commissioner asked. We have got 
Cornwall, we have Columbus, London 
and Springfield, we have Dayton, 
Lebanon and Cincinnati A.—I 
would like to emphasize this, that 
take, for instance, the Dayton, Leb- 
anon and Cincinnati, and the Colum- 
bus, London and Springfield, in those 
particular instances, taking them, 
although those companies have gone 
through foreclosures, their bondhold- 
ers are not aie one cent, and never 
have. 

Q.—You have written $80,000 off 
your bondsP A.—Yes. 

Q.—And $145,000 off your preferred 
stockP A.—Yes. 

Q.— Written $225,000 off your bonus 
stock last December? A.—Yes. 

Q.—The Dayton, Lebanon and Cin- 
cinnati—you have written $15,000 off 
the bonds, and $380,000 off the bonus 
stock? A.—yYes. 

Q.—The Decatur Railway and Light 
Company, you have written $881,000 
off bonus stock there? A.—No, sir; 
we surrendered them and got 60 per 
cent. Illinois Traction stock for that, 
and made a lot of money. 

Q.—You did not write that off? A. 
—No, we surrendered that for some- 
thing better. 

Q.—You wrote off Central Market 
Street Railway $67,000 off the prefer- 
ence stock, and $100,000 bonus stock 
written off? A.—yYes. 

Q.—New Hampshire Traction Com- 
pany: You exchanged your bonds 
there for preferred and common? A. 
—Yes. 

Q.—And you ave had two writings 
off there? A.—Yes. 

Q.—The first writing off was $10,000 
off the preferred, and $40,000 off the 
common, and then there was another 
writing off? A.—Yes. 

Q.—Dayton, Springfield and Ur- 
bana, $125,000 written off? A.—yYes. 

Q.—Denver and MontanaP A.— 
That is a steam road pure and simple. 

Q.—There are some instances in 
that way in your own company of 
what may happen to a traction pro- 
position? A.—Now, I would like, if 
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I may, to just tell what I think our 
experience of this, in regard to the 
quality of traction securities—— 
Q.—Does it teach you more than 
this, that with a proposition which is 
founded upon a good foundation and 
with good management and under sat- 
isfactory control, you are likely to 
make money, while if these elements 
are absent you are likely to lose 
money? A.—I do not think that is 
all that it teaches. Our idea in re- 
gard to traction securities, after all 
the experience we have gone through, 
is this: That if you take the bonds 
of any good traction security, whether 
it is well managed or poorly man- 
aged, on the whole—there may be odd 
exceptions—there is no kind of secur- 
ity that is not good—but taking the 
bonds as distinguished from the pre- 
ferred stocks, taking the bonds you 
run very little risk if the directors 
are all wise in their selection; if you 
take a company that has no competi- 
tion, a good franchise, and present 
earnings that are at all sufficient to 
meet the necessity, it is almost a dead 
certainty that those earnings will 
rapidly increase, and the bonds will 
become safer and safer. Our experi- 
ence, has, however, taught us that it 
is necessary, or desirable, to draw 2 
sharp distinction between bonds and 
preferred stock. Now, I would most 
urgently and strongly oppose any re- 
strictions upon bonds at all. There 
is nothing to show it is desirable to 
make any restrictions upon them. I 
do not say they are perfect, because 
you can make losses on mortgages or 
anything else, but I think I would be 
quite willing to admit that our own 
experience has shown that perhaps it 
is desirable to make a restriction in 
the law in regard to preferred stock. 
I do not deny that in the least. Ii 
I myself were framing the law I would 
say, put no restrictions upon bonds, 
that that would be in the highest 
degree unwise, but I would rather see 
a rule by which preferred stocks, or 
common stock, either, should not be 
legal to a life insurance company un- 
less they have paid dividends upon 
the common stock; not necessarily 
upon the preferred, because the pre- 
ferred may be new _ issue—unless 
dividends have been earned and paid 
on the common stock for at least two 
years. I think that this Appleyard 
thing, for example, teaches us the 
unwisdom of investing in preferred 
stock in the early stages of a com- 
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pany, because you have no legal hold- 
ing. If instead of these preferred 
stocks we had had bonds, we would 
have had no trouble, Appleyard or no 
Appleyard. We would have turned 
him out through foreclosure sale, but 
in any investment in preferred stock 
I think it is not unreasonable to put 
a restriction on them. ; 


MR. KENT: Q.—In reference to 
the Montreal Terminal, I do not sve 
exactly how you can defend that tran- 
saction. You have spoken of the neces- 
sity of having a good road through 
a good locality properly managed. 
Does the Montreal Terminal come 
under any of these categories? A.— 
The Montreal Terminal was another 
of the very early investments we made 
when we first began. The position of 
the Montreal Terminal when we 
made that investment was this. It 
ran down from Montreal to the foot 
of the Island, and had net earnings 
just about sufficient to pay the inter- 
est charge upon the entire bonded 
debt, including the building of their 
city line. Then they were to build 
nine miles of track in the city, and 
we reasoned that, ‘‘here the subur- 
ban part will carry those bonds,: the 
interest is there, it is being earned 
now. Whatever they can get upon 
the city line will be additional.’’ But 
it came as a result of that, and partly 
from what we saw in connection with 
the Central Market, that one of our 
positive rules is that we will not touch 
a competing road in any city. . That 
is one thing that can be learned from 
that. People talked of the advantage 
of two lines in one city. 

MR. SHEPLEY: Q.—That is from 
the standpoint of the passenger? A. 
—But from the standpoint of the in- 
vestor, it is a mighty poor thing. 

MR. KENT :—Q.—Is Gyo ROTA SO 
fact that a company like the 
Sun Life, holding the bonds of 
the Montreal Terminals, enabled 
it to be a nuisance and a thorn 
in the sides of the other company from 
the very first moment of its existence. 
Ts it not the fact to your own know- 
ledge that that company as far as the 
City of Montreal is concerned, has 
never earned _ sufficient to pay for 
creasing the wheels? A.—I grant the 
Montreal Terminal Railwav has a mis- 
sion or has a use as a surburban rail- 
way, and in those olden days we had 
a great idea about the desirability of 
having a competing city railway. but 
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my ideas have all changed on. that 
point, and I have no use now for a 
competing city railway. 

Q.—No more than you would have 
use ior a competing life insurance com- 
pany? A.—Well I have some use for 
them. 

MR. SHEPLEY :~-Q.— Now; “"1 
want to take up another subject, and 
it is connected with these bonus stocks. 
I want you to disclose to us your com- 
pany’s method of book-keeping in con- 
nection with these bonus stocks, and 
first take your ledger at page 192— 
that is where the bonus stock account 
is kept, and then take your profit and 
loss account at page 342. I want to 
get the modus operandi in connection 
with these accounts. Now when you 
acquired the bonus stock you acquired 
it, as you have already told us, as an 
inducement towards your purchasing 
bonds? That is the usual way of ac- 
quiring it? A.—Well I would agree 
with that, but your question might be 
misconstrued. 

Q.—If you do not misconstrue at 
all, I do not care? A.—The gublic or 
the Commissioners may construe that 
as meaning we would put this question 
of bonus stock so much to the front 
that we would consider it equal with 
safety, but safety is the first thing 
we consider, and the next thing is 
to get as good terms as possible. 

.—Now that you have removed any 
pos'ble difficulty with :cspect to your 
being misunderstood, you will answer 
this question? Dg the bonus stocks 
spec'fically, always or nearly always 
come to you as an inducement to in- 
vest in bonds? A.—yYes, just in the 
sap e way as the difference in the rate 
of interest. 

Q.—If the same bonds or bonds of 
the same issue are brought to you by 
two proposed sellers, A & B, and A 
will give you twice as much bonus 
stock as the other, you would take 
from A? A.—Certainly. 

Q. When you in your book-keeping 
deal with a transaction by which you 
kave acquired certain bonds with an 
addition of bonus stock, you make 
all the entries in connection with the 
cash you have paid out in your bond 
account, or in the account in which 
the bonds are carried? A.—Yes, that 
is ignoring the bonus stock. 


Q.—And what did yvu do in your 
books with regard to the bonus stock? 
A.—We carry the bonus stock to bonus 
stock account, and in order to keep 
track of it so that it will not be 
overlooked, we charge one dollar, just 
so as to keep track of it. 
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Q.—This is the account at page 191 
and 192, is it? A.—Yes. 

Q.—Now if you will just let us have 
it so that we can carry it ih our 
minds. The first entry on page 19! is 
to Mexican L. & P. Company $1.00? 
A —Yes. 


Q.—What does that mean? A.—It 
means that there was an entry by 
which we obtained—it means we had 
obtained a certain amount of the bonus 
stock of the Mexican Light and Power 
Company, the details of which would 
be got under that head. 


Q.—The entry does not show what 
the face value of the stock was? A.— 
Not that entry, but another entry here 
does. 

Q.—This entry does not? A.—That 
entry deals with cash only. 


Q.—And the sum of $1.00 put oppo- 
site it is the sum which has no exist- 
ence in reality. It is put there for 
some convenient purpose in the book- 
keep ng of the company? A.—Just to 
keep track of it. 

Q.—If you ever dispose of that stock, 
if any thing happens in regard to it, 
does it go on the other side of the ac- 
count? A.—Yes sir, just in the same 
way. 

Q.—One dollar? A.—$1.00. 

Q.—The illusory nature—I do not 
use the word in a bad sense, the illu- 
sory nature of that sort of entry I 
think I can test by asking another 
question, supposing you disposed of 
half of that bonus stock, would you 
carry it into this account at half a 
dollar or a dollar? A.—I suppose we 
would put it in as a dollar or some- 
thing of that kind. I have not really 
faced that problem. All we want is 
a system by which we can keep track 
of things, and if that system is not 
perfect, we want to make it perfect. 

Q.—I want to know if you see any 
object'on to this as a matter of book- 
keep'‘ng and as a matter of record, 
precisely in its essence as it is. You 
acquire $150.000 bonds and $150,000 
bonus stock by the same transaction, 
and it cost you 90 cents on the bonds 
or $90,000. What is to prevent you 
from entering in your ‘ordinary ac- 
count where you enter the sum of 
$90,000 paid, entering in that account 
that you have that day purchased 
$150,000 of bonds and $150,000 in 
stock for $90,000? What is to prevent 
you doing that? A.—There is noth- 
ing to prevent it, but we consider— 

Q.—Well, is that not the real trans- 
action? A.—Yes, but it is already 
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shown, I think I can turn up that 
particularly. 

Q.—Supposing I am entitled to find 
out and I want to find out what you 
have on hand in bonds and stocks. I 
go to your ordinary securities account, 
and I do not find any reference to 
bonus stock at all, do I, unless you 
have realized on them? A.—No. 

Q.—Don’t you think it is desirable 
that the person who is entitled to in- 
formation should be able to get it in 
that account? A.—I do not think he 
should go to this account where it is 
ail put together. 

MR. LANGMUIR: Q.—Is it all 
massed together there? A.—Yes. 

MR. SHEPLEY: Q.—You have not 
anything except this account that 
masses them together? A.—We have 
them here together under one head- 
ing. I see the point now. Well, there 
is no different mode whatever between 
our treatment of this and our treat- 
ment of our other securities. 

Q.—Do not say that. Turn up your 
account of stocks and bonds. You 
have just told me that these do not 
appear in that account at all, unless 
and until you realize, or unless you 
write them up, or something of that 
kind? A.—Well, wait till we look 
at it. Here is our regular account 
showing exactly how we treat our 
other securities, and here they are 
mentioned with no more detail than 
there are in the other place, and you 
have to go to the other book just the 
same way. 

Q.—The first entry, January 6th, 
1899, to Montreal bonds, 1879, 
$1,037.50? A.—Yes. 

Q.—That means that for Montreal 
bonds you have paid out that amount? 
A.—But it does not give the details 
of the par value of those bonds or 
anything more. 

Q.—It states what you have paid? 
A.—Yes. 

Q.—It does not say $1.00? A.—In 
the other case it is $1.00 in the 
account. If you want to get the de- 
tails of what that represents you have 
to turn to the account, and the same 
way with the other. 

Q.—Of course the thing is not sup- 
posable, but let me put by way of 
illustration, if with those Montreal 
bonds you had got some stock as a 
bonus, could you not have bracketed 
that stock with those bonds and car- 
ried out the amount, $1,037.50, 
opposite the joint entry? A.—Cer- 
tainly we could, but it would be a 
duplication of the entries. 
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Q.—If you did that you could drop 
your bonus account, which is an illus- 
ory accountP A.—I do not think we 
could. 

Q.—Why? A.—We want to have 
entries of the bonus stock indepen- 
dent of the bonds. 

Q.—Why? A.—To keep track of 
them. 

Q.—Why do you want to keep 
track of them separately? A.—We 
want to have an entry of them. I 
am not taking the position that our 
system is infallible and cannot be 
improved upon. I do not take that 
position at all, but I do take this 
position, that we devised the means 
that we thought was best calculated 
to take care of these things. I dare- 
Say it is capable of improvement, but 
we devised the means we thought was 
the best of doing it. 

Q.—I am not saying anything to 
the contrary of that, and I am far 
from saying the ideas I am putting 
to you are the best on the subject, 
but I am asking you to see whether 
you and [ together cannot agree that 
somthing better may be done than 
what you are doing? A.—It is quite 
possible to put that in and I see no 
objections to it, except the duplica- 
tion of the entry. 

Q.—If you do it there, what neces- 
sity for duplicating the entry in a 
fictitious stock account of $1.00? I 


_do*not use the word ‘‘fictitious’’ in 


any ‘objectionable sense, but it is an 
account which is no use to anybody. 

MR. LANGMUIR: It is a mere 
memorandum. 

A.—I know that, but we con- 
Sidered it was necessary to get 
a separate entry for those bonus 
stocks. JI do not wish to criticize Mr. 
Shepley, but I would consider that to 
not have a separate entry for every 
bonus stock would be a decided back- 
ward step. With all deference to Mr. 
Shepley’s contention, I consider our 
present system is infinitely better. 


MR. SHEPLEY: Q.—I am making 
suggestions, and they are suggestions 
that occurred to me, but they may 
not be wise? A.—Turn up any securi- 
ties that we got a bonus stock with 
and you will find the terms set forth 
in full. For example, here we have 
the Mexican Light and Power Com- 
pany interim certificates for 3,000 
shares. Par value $300,000. Date of 
certificate; and then purchase price, 
etc. Bonus with bonds 100 per cent. 
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Set forth in full, and there is the 
explanation given in exactly the way 
Mr. Shepley desires. 


Q.—How can I ever find that unless ° 


I know that with the Mexican Light 
and Power bonds you got Mexican 
Light and Power stock? A.—You 
would have to go through our whole 
bond book the same way. 

Q.—If I go through your bond 
ledger account I will find all the bonds 
you hold? A.—yYes, and if you g® 
there then you find exactly what 
bonds we hold, arranged in the same 
convenient form. 


Q.—Stock, you mean. A.—This is 
bonds. No, This is stock, but wait a 
. moment. 

Q.—I want to know why you keep 
them apart, why I should not by 
looking at a single account, know your 
whole transaction. A.—That is what I 
claim you can do, Mr. Shepley, I will 
show you. 

Q—Not unless I go back to the origi- 
nal entry or look at several accounts 
the existence of which is not indicated 
to me in any shape or form. A.—Take 
this entry right here now. The Rio 
Janiero Light Tramway and Power 
Company. That is marked 30 year 
gold bonds. The details, the date of 
maturity, rate of interest, how 
payable, where payable, date of 
purchase, number of _ certificates 
that we got, par value of each 
purchase, the particulars in _ re- 
gard to price etc., 90 per cent. and 100 
per cent. stock bonus. How the in- 
stalments are paid, and then any sales 
on the other side. Giving it in the 
greatest detail. Then on the next page 
right here we have the full statement 
showing exactly what the terms are, 
as clearly expressed as the English 
language will permit. What we say 
is this, that this gives what Mr. Shep- 
ley desires, but that it is not enough. 
We want to go a step further. We say 
that this bonus stock might get over 
looked unless we 1n some way or other 
can put a cash entry or some kind of 
entry in our books. Therefore, for 
the sake of keeping track of it we shall 
charge that up at $1 and on the next 
page we have Rio Janiero Tram Light 
and Power Company, capital stock 
granted as bonus in purcliase price of 
bonds 100 per cent. There it is set 
forth in detail. 

Q.—The answer to that is very sim- 
ple as it seems to me: this is not a 
book of acount at all, it is a record. 
A.—The book of acount is here. 

Q.—Your ledger is a book of account. 
A.—Yes. 
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Q.—Now let us go back to the led- 
ger. Page 191. On the 31st October, 
you had a certain transaction in Mexi- 
ean Light and Power bonds. You also 
had acertain transaction in Mexi- 
can Light and Power stock, those 
transactions being part of the same 
transaction. That is right, is it not? 
A.—Yes. 

Q.—Now, what you have done is to 
put one transaction, the bond trans- 
act on ‘nte »-* account and the stock 
transaction into another account in 
the ledger A.—Yes. 

Q.—You affix the reality of price and 
terms to the bond transaction in your 
ledger and you omit that reality in 
your bonus stock transaction as you 
enter it in your ledger. That is so, 
is it not? A.—Yes, charge $1. 

Q.—You omit the realitv? A.—Yes. 

Q.—And you put a fiction—I do not 
say a wrong fiction—but you put a 
fiction? A.—Yes, $1. 

Q.—What object is gained by not 
putting the bonus stock in with the 
bonds in the bond account? The bond 
account is an account which embraces 
stock you buy, does it not? A.—Yes. 

Q.—It is not bonds only but stocks 
you pay money for? A.—Yes. 

Q.—What objection can there be to 
your putting in that one account all 
the stocks you acquire at the price 
at which you acquire them? A.—The 
bonus stocks cost us nothing. 

Q.—Do not say that. A.—That is 
our way of looking at the matter. 

Q.—The bonds plus the stocks cost 
you what you paid, the 90 or 85 cents, 
whatever it may be? A.—Our way of 
looking at the matter is that the 
bonds cost us that. : 

Q.—Is it impossible for you to look 
at the matter the other way? A.— 
I don’t think that we would be able 
to save much money if we cnt tho 
bonus stock right out. Take these 
Illinois Traction bonds; I am _ per- 
fectly certain that even if we never 
got a single cent of bonus stock that 
we could not have got those below 85. 

Q.—I am not suggesting anything 
to the contrary. The transaction you 
entered into was the purchase of 4 
certain number of bonds and a cer- 
tain number of shares of stock at a 
price? A.—Yes. ein 

Q.—That is the real transaction, ia 
it not? A.—Yes. 

Q.—Then why not enter the real 
transaction in the account? A.— 
These are book-keeping details which 
were threshed out very thoroughly 
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with our own auditors, P. S. Ross & 
Sons, who stand at the very head of 
the profession, in this Province at 
any rate. And among the highest in 
Canada. And they and we have 
agreed that we are doing the thing 
in the very best way possible. If a 
thing is atisfactory to such a firm as 
P. S. Ross & Sons, it ought to be 
satisfactory to anyone. That is my 
judgment. 

MR. KENT: Is not this a fact; if 
P. S. Ross & Sons did not please you, 
it would be quite easy to engage 
another auditor, and they are aware 
of that fact?. A.—P. S. Ross & Sons 
have been the auditors of the com- 
pany since its foundation and one of 
the rules of the company is that the 
auditors shall be chosen by the direc- 
tors and the management shall have 
no voice whatever in their choice. The 
management have no voice at all and 
never have endeavoured to have, im 
that respect, and P. S. Ross & Sons 
look upon themselves—I am quite sure 
they do not look upon themselves as 
being possible to be turned out. They 
look upon themselves as fixtures. 

Q.—But you have already acknow- 
ledged that your auditors and your- 
selves did not agree upon some parts 
of your book-keeping. A.— And when 
we talked it over, this very point Mr. 
Kent raised, some time ago, it was 
a friendly difference, we discussed the 
matter and they finally agreed that 
perhaps I was right and in a friendly 
way they expressed their satisfaction 
after the discussion to carry it out 
in the way we had been doing. Our 
books are carried out in a way to be 
satisfactory to P. S. Ross & Sons, and 
I think that ought to be a final end 
to any discussion as to whether our 
book-keeping is good or bad. 

Q.—Then are we to understand that 
if P. S. Ross & Sons were satisfied 
the Government of Canada should 
have nothing to say? A.—wNo, but I 
think the Government will agree that 
P. S. Ross & Sons are as good author- 
ity as you can get from the Atlantic 
to the Pacific, and if they think a 
thing is right, it cannot be very far 
wrong 

MR. LANGMUIR: We discovered 
one company where there was no book 
entry at all; a mere memorandum in 
the file along with the papers. Now, 
if there had been such a thing a6 
Mr. Shepley speaks of, or such @ 
memodandum account, that could 
not have occurred. A.—Well, it is 
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because we saw that danger, we real- 
ized there is that danger, that we 
devised this plan which we thought, 
and which was intended by us, to try 
to get around it. I do not say that 
we have managed it perfecziy, but 
that the system we have was Jevised 
with the express and only purpose ot 
trying to avoid that kind of thing. 

MR. SHEPLEY: We eall that 
method that the Commissioner has re- 
ferred to, the stone age. You may 
be in the wooden age with yours, 
but you do not get much further. 
Supposing you sell and realize money, 
not $1, but actual money for some 
bonus stock, what entry do you make 
on the credit side of this account? 
A.—A credit of $1. 

Q.—That is not a real transaction, 
of courseP A.—No, the balance would 
be credited to profit and loss. 
ales does not appear here? A.— 

O. 

Q.—This account does not show 
anything about what you realized in 
respect of these stocks? A.—The object 
of that $1 entry is to get the entry 
into the cash book and from the cash 
book into here and these other books, 
posted from there. 

Q.—You run away from the thing I 
am trying to get from you. There is 
not in this bonus stock account, kept 
in the ledger, a single figure that is 
not fictitious, is there. 4.—The $1 
is fictitious, but it is a deliberately 
designed fictitious amount to keep 
track of it, and we do not consider 
that the ledger is a proper place to 
look for these things. We say, here 
are the books of account, if you want 
to know what bonus stock we have, 


‘turn up here. 


Q.—Why don’t you do that with the 
stocks and bonds for which you pay 
money? A.—That is exactly what 
we do do. 

Q.—Here in the ledger? I want 
the ledger account of your stocks and 
bonds. 

MR. R. MACAULAY: Permit me 
to make one remark. Mr. Shepley is 
astray, he is a very able lawyer, but 
he is no book-keeper, very evidently. 

MR. SHEPLEY: I do not profess 
to be. 

MR. R. MACAULAY:—The ledger 
does not show particulars regarding 
policies or premiums. We have par- 
tculars in any number of books to 
show our premiums. The same here. 
I have sent to the office to get two 
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books to show every bonus stock we 
ever got, initialled, and where it is 
by two directors, and what has been 
done with it. This ledger does not 
attempt and it is not intended to show 
the details of everything. Premiums, 
for instance, you will find the details 
from the cash book. No accountant 
ever goes to the ledger to find the de- 
tails of anything. Mr. Kent can tell 
anybody that. 


MR. SHEPLEY:—Here js your 
bond account. Your bond account in- 
cludes the stocks for which you pay 
money, does it not? A.—Yes. 


Q.—And on the debit side of the 
account you put down every sum of 
money that you pay out. A.—The 
total for the month only. 


Q.—Well, the total for the month 
then, that you have paid out for the 
month for bonds and stocks. A.—Yes. 


Q.—Al!l but the bonus stocks. A.— 
But no details. The total for the 
month, grouping together all the 
transactions for the month. If 
you want to know the _ details 
of that you have to turn to this 
book? Now we do exactly the same 
with the bonus stocks. We treat them 
identically the same, with this differ- 
ence, the one is the actual cost price 
a the other, the so-called fictitious 
Q.—I thought it was the only differ- 
ence myself, and I have been examin- 
ing in that view. You do not think 
that’ is anv difference. A.—Well, that 
is all the difference there is. 

Q.—You do not think that is any 
' difference; I understand you now. 


MR. R. MACAULAY :—Here is the 
book I sent for; into this as we get 
the bonus stocks we enter every one 
with its description and with another 
column of details, and then comes the 
init'als of two directors who see to 
that stock being put into the vault. 
Now, if Mr. Shepley will look at that 
he will see that there is every share 
ana half share that we ever got. 


Q.—I wish you would quite* believe 
that I am willing to look at every 
book, but I cannot look at more than 
one at a time. 


MR. BR. MACAULAY :—lt is simply 
attempting to make something out 
of nothing. The papers will refer to 
this tomorrow morning and. will give 
the public the impression that there is 
something seriously wrong, and that 
the directors have been putting into 
their pockets stocks that they never 
had anything to do with. 
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MR. KENT :—This may be the rea-: 
son for the remarks Mr. Shepley has 
made. In examining the companies in 
Toronto we found many of these trans- 
actions. I do not remember a single 
case where there was any difference in 
the way in which they were entered in 
the ledger. On one side, the left hand 
page of the ledger, was always the full 
transaction. On the right hand side 
was set out with equal detail all the 
bonus stocks. When the bonus stocks 
were disposed of the entry was made; 
if the bonus stocks were disposed of 
for a certain figure it was credited 
there, and when the books were bal- 
anced the difference was carried to the 
credit of profit and loss. Now in my 
humble estimation that is the proper 
way. 

MR. R. MACAULAY :—Every com- 
pany has its own way of doing things. 
This is our way of doing things and 
unless you are able to show me the 
thing is wrong, why find fault with 
it? 

MR. KENT:—When fifteen com- 
panies out of sixteen adopt one 
method, and only one adopts the me- 
thod of the Sun Life, we are bound to 
inquire the particular reason why the 
Sun Life thinks it necessary to use 
this particular form of book-keeping. 

THE WITNESS :—In following out 
that I may say we in the olden days 
did not have this fictitious entry of 
one dollar. 


MR. SHEPLEY:—Did you do in 
the old days what I suggested would 
be desirable. A.—Just exactly, I 
think. 

Q.—That is, you put it in your bond 
account? A.—I think so. That is we 
put the details of the transaction. 

Q.—Why did you stop that? A.—We 
began to realize that that did not 
previde a sufficient check against 
things dropping out of the accounts. 
The origin of that was a discussion 
I had cn this identical subject with one 
of the officials of a large company in 
Toronto. Not a life insurance com- 
pany, a loan and investment company, 
that had a large amount of bonus in- 
vestment stocks, and this official told 
me, he said in order to keep track of 
these things we charge them all up at 
$1. I said that is a good idea and we 
adopted it as an improvement over 
the system Mr. Shepley is recommend- 
ing 

Q.—I have not recommended any- 
thing. I am asking what objection 
there is to the other method. A.—No 
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objection except that it is not suf- 
ficiently detailed 

Q.—Then, if you want more detail 
why don’t you have a bonus stock 
account in which the real transaction 
that you have is recorded? A.—We 
keep track of all the bonus stocks we 
have here. 

Q.—Somewhere else. Now this is the 
book Mr. Robertson Macaulay has spo- 
ken about. This is called ‘‘record of 
securities in vault.’? Is that solely 
for bonus stock? A.—Yes. 

Q.—Is this the only one you have? 
_A.—There is one prior to that. 

Q.—This commences on the 28th No- 
vember 1905. A.—We have two of 
these books, one for regular securities, 
and one for bonus stock. 

Q.—There are two columns for fig- 
ures; one is bonus stock deposited. 
The other bonus stocks withdrawn. 
What is the meaning of those two 
headings? A.—This is a book we keep 
of securities deposited in our vault 
No security is ever deposited or with- 
drawn from the vault without the sig- 

nature of a director and either the 
president or myself as representing 
the management. We. used to have 
only one book, combining bonus stock 
with the other securities, all in one 
item, but about a little over a year 
ago, we thought the entr ies were gett- 
ing lar ge and it was desirable to divide 
them and we, from that date on, made 
a division, one being for the regular 
securities and the other for the bonus 
stocks. Take for instance Rio Janiero. 
There was $60,000 that was taken out. 
These initials mean that the director, 
cyt?) James “baskerwand i... M.”? 
the President that they vouched for 
the fact that these were taken out and 
nothing else. Every deposit or with- 


drawal from the bank has to be vouch- . 


ed for in that way. 


Q.—From the vault. A.—For the 
express purpose of preventing any- 
thing being improperly taken away. 

Q.—Now if you will listen to a ques- 
tion or two and try to answer them. 
Does this book and its predecessor con- 
tain all the bonus stock you have. A. 
—Yes. 

Q.—Or that you ever had? A.—Yes. 

Q.—Does it contain anything else 
besides the bonus stock? A.—This one 
does not. Its predecessor was for the 
two kinds. At the present time we 
have two books, one for the regular 
securities, and one for the bonus stock, 
a division being made between the two, 
two books instead of one. 

Q.—Then this book standing by it- 
self does not contain all your bonus 
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stock, we have to look thrugh the pre- 
decessor and separate them from the 
other securities. A.—Yes. Now they 
are separated from that date onwards. 

Q.—Then you have told me, I think, 
that it does not contain anything but 
bonus stocks, this particular book. 
A.—No. 

Q.—Then when a bonus stock is 


deposited you fill in this column the 


face amount of it, do you? A.—Yes. 

Q. And when it is taken out or dis- 
posed of or anything done with it you 
fill up the face of it in the other 
column. A.—Yes. 

Q.—Bonus stocks withdrawn. It 
does not profess to show what you 
have done with it beyond withdraw- 
ing it out of the vault? A.—No, that 
is merely a book that keeps track of 
the securities in the vault. 

Q.—It is not an account book at 
allP A.—No. 

Q. —It is a mere record? A.—Yes, 
it is a record of all securities deposit- 
ed or withdrawn from the vault, the 
object being to insure that no im- 
proper withdrawals could be made. 


Q.—You see now that it does not 
at all meet the difficulty that is in my 
mind, and which I am trying to com- 
municate to yours. That is that you 
have not assembled into any one 
account all the particulars of your 
dealings with securities of this 
nature. A.—We have treated this in 
exactly the same way as anything else. 
We have treated the two things exact- 
ly in the same way except that one 
is the fictitious dollar and the other 
the real thing. 


Q.—Then I will try to get on with- 
out making you. feel that I am un- 
fair to you, if I can, for the rest 
of the examination about this. . You 
have told me that if you sell or ex- 
change any of these bonus stocks it. 
does not appear except with the entry 
of $1 opposite?  A.—yYes. 

Q.—Similarly if you write up or 
down any of these securities that does 
not appear in this account. A.—lf 
we would write it down in the way 
of writing off a bonus stock it would 
be just the $1 would be written off. 
If we would write it up it would be 
juat the reversal of the $1 in the 
same way. 

Q.—But you would not make the 
entry opposite that stock $2 instead 
of $1 if you wrote ,it up, you would 
leave it at $1. Supposing you wrote 
up because of the appreciation of Illi- 
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nois Traction, as you did, half a mil- 
lion dollars, that would not appear 
in this account anywhere? A.—1 
think it would appear for $1. 
Q.—Now let us look at page 342, 
profit and loss account on bonus 


stocks. What securities are covered 


by this profit and loss account? A.— 
It is our old profit and loss account. 
In the olden days, as I explained once 
before, we had only one profit and 
loss account. Afterwards we  sub- 
divided it so as to make a profit and 
loss on sale of securities of any kind. 
This is an old profit and loss which 
represented losses as distinguished 
from losses on investment. And also 
the entries in connection with benus 
stocks, the one dollar. 

Q.—Now, supposing you had a 
bonus stock to the extent of $50,000 
accompanying some particular bonds, 
and supposing that stock became sale- 
able, marketable at a substantial 
figure, say 50 cents on the dollar, and 
you got $25,000 for it. What entry 
would you make in this profit and loss 
account? A.—There is one thing that 
I have just noticed for the first time 
that these dollar entries that came 
in here, I think they ought to have 
gone to the profit and loss and sales 
of securities, these dollar stocks. 

Q.—I am asking you a specific 
question. I know how it is in the 
book, but I want it on the record. 
What entry would you make in the 
book for bonus stock which had a 
face value of $50,000 and had be- 
come marketable and you sold it for 
$25,000? A.—One dollar credited 
and $24,999 would go to the profit 
and loss on sale of securities. 

Q.—You would not find that tran- 
Saction recorded here, eitheyx? A.— 
No, it would be recurded in the item 
profit and loss on the sale of securi- 
_ ties. 

Q.—Similarly when you wrote up 
the traction stock would that entry 
appear here? A.—No, just a dollar. 

Q.—Now, is the other account in 
this ledger called profit and loss on 
sale of securities. 

Q.—Why are the two accounts kept? 
A.—Simply because we did not think 
it desirable to mix up things like a 
defalcation of an agent with a profit 
on an investment. 

Q.—Then you are surprised to find 
that there is a record in the joint 
profit and loss account or the main 
profit and loss account of these bonus 
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stocks? A.—My own personal idea 
is that they should have taken every- 
thing relating to securities out of the 
common profit and loss account. 

Q.—Then when you get to profits 
on sale of securities, you come to the 
place where you make the real en- 
tries? A.—Yes. 

Q.—And if you sell a bonus stock 
and realize money for it or if you 
write it up that appears here? A.—- 
Yes. 

Q.—If you write it. off it appears 
here? <A.—yYes, if you write off a 
bonus stock? 

Q.—Yes, if you write anything off 
after you have written it up. There 
are no dollar entries in this. A.— 
Apparently not. 

Q.—Just one other feature that I 
want to ask you about in connection 
with your’ book-keeping methods. 
Supposing you trade one security for 
another ‘neither of these securities 
have any established market value. 
What is the result of that in your 
books? A.—Well, whatever the price 
is that we get and whatever the price 
is that we pay, whatever the price iS, 
it is put in the books. Whatever 
the arrangement is, it is expressed in 
the books. 

Q.—You may, I do not say you do, 
but it is quite possible for you to 
make exchanges at figures which are 
not anywhere near representing the 
real market value of properties, when 
there is really no market value at 
all. A.—Tkat would be theoretically 
possible. 

Q.—For instance, take some of these 
securities that you were trading with 
Mr. Appleyard. Those only acquired 
a value by reason of your transac- 
tion. A.—Those, most of them, were 
listed, when we took them they were 
sted on the Cincinnati Stock Ex- 
change and selling at prices higher 
than we paid for them. When you 
are dealing with inactive securities 
you have just got to judge of the 
value as best you can. That is all 
there is to it. 

Q.—That is the figures at which 
you make the exchange theoretically 
fix a value, but they may not practi- 
cally fix any value at all? A.—Well 
no, I would not say that. Everything 
has a value, but some are active and 
some inactive. 

Q.—Supposing you have an inac- 
tive security which is not marketable 
because it it is inactive A.—By the 
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term inactive is meant securities that 
are not listed upon stock exchanges 
and are not readily sold. The way 
these bondholders sell their securities 
is this, by sending out travellers like 
commercial travellers, that go all over 
the country and call on all the little 
national banks and private investors 
and sell them. They have a market 
value in that way. If we were to 
try and sell them without their con- 
nections we might have difficulty. It 
is not a Security that you can go on 
the stock exchange and get your cash 
at once. It is like a piece of real 
estate, you cannot go on the stock 
exchange and sell it. 

Q.—I am adopting your word inac- 
tive. Supposing you have an inac- 
tive security in the sense in which 
you speak and supposing another man 
has an inactive security in the sense 
in which you are speaking, and if 
he thinks it would be to his advantage 
to exchange with you, and you think 
it to your advantage to exchange with 
him, so that you come to a basis on 
which you exchange, if you are trad- 
ing on even terms it does not make 
any difference if you trade at par or 
50 cents on the dollar? A.—No, ex- 
cept that if it went through at 50 
cents on the dollar that would be an 
admission that it was only worth 50 
cents on the dollar, whereas good 
faith requires that it should be put 
through at as nearly as possible the 
real value. 

Q.—And that, I suppose is what 
you try to do? A.—Precisely. 

Q.—If you were to keep a record 
of what every security cost you, you 
could always tell whether your ex- 
changing, at the figure at which you 
are exchanging, was at a profit or 
loss? A.—Precisely, and we have that 
record. We can tell at a moment’s 
notice what ever a thing cost us. 

Q.—But what you carry in your 
books as the book value is not neces- 
sarily the cost value? A.—It is the 
cost value unless we should have writ- 
ten it down. 

Q.—Or written it up? A.—The writ- 
ing up, apart from the Illinois Trac- 
tion, Or one or two others, there has 
been no writing up in our company. 

Q.—Unless you had written it down 
or up the cost value is what is shown 
as the value in your books as the 
book value? A.—Exactly. 

Q.—Of course the cost value may 
be very much disturbed and may com- 
pletely disappear as book value after 
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you have written up or down? A.— 
It could disappear after being written 
down. Not after being written up. 
It would be still there as part of the 
larger value. 

Q.—As cost value you are no longer 
able to distinguish it from the entry 
in the book. A.—Yes, if we look at 
it, we could tell at once how much 
was cost and how much was written 
up or down. 

Q.—But the value at which.you are 
carrying it is not what it has cost 
you? A.—No. 

Q.—I do not think I will take up 
time with instances, and I think, un- 
less there is something Mr. Smith 
would like me to ask, that I am 
through on this branch of the inquiry 
with Mr. Macaulay. 

MR. SMITH; I would like you to 
ask Mr. Macaulay one question. Mr. 
Macaulay has told us the investments 
amount to something like $21,000,000. 
A.—$24,000,000 now. 


Q.—lIs there any entry in the books 
or any instance’ of any transaction 
with directors save and except the 
one you have already explained? A. 
—By which any director would make 
any profit of any kind, nature or 
sort out of the company, not one. 

MR. SHEPLEY: You are not in- 
tending to limit that in any way 
when you said ‘‘the books’’ ? 

MR. SMITH: No. Tell us in 2 
general way what is the revenue of 
the company per annum. 

MR. SHEPLEY: Permit me, what 
is your annual revenue from year 
to year? A.—Dast year five and a 
half millions. This year somewhere 
about six million of dollars. That is 
in a rough way. 

MR. SMITH: Would you ask Mr. 
Macaulay whether any director, di- 
rectly or indirectly, since he has been 
connected with the company, to his 
knowedge, has made any profit what- 
soever through any transaction with 
the company or any subsidiary com- 
panies, or anything of the sort. 

MR. SHEPLEY: Has any directer, 
to your knowledge, Mr. Macaulay, 
from the beginning of your connec- 
tion with the company till now, ever 
made any personal profit whatever out 
of any dealings of the company or 
of any subsidiary company of the kind 
we have been talking about or other- 
wise? A.—To the best of my know- 
ledge and belief not one solitary dol- 
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lar, not one solitary cent, since I be- 
came connected with the company, 
and that is in October, 1877, nearly 
thirty years ago. 

MR. KENT: Mr. Macaulay, is it 
your opinion that the Sun Life is the 
best company in Canada or the sec- 
ond best? A.—The first, sir. No ex- 
ceptions. 

JUDGE MacTAVISH: We will 
meet in the room immediately ad- 
joining this to-morrow at 10.30. This 
room is to be occupied, commencing 
at 10 o’clock, for an hour or so. 

MR. SHEPLEY: If this room is to 
be occupied it might be better for us 
to wait until it is free. 


MR. KENT: It will probably be 
more than an hour. From 10 to 12, 
I think. 


MR. SMITH: If there are several 
judgments to render, it will take at 
least the morning. 

MR. SHEPLEY: I can foresee & 
good deal of difficulty in the Commis- 
sion sitting in that little room. How- 
ever, whatever your Honours say. 

JUDGE MacTAVISH: We will try 
to ascertain in the meantime whether 
we can get some more suitable room 
in the Court House. Everyone in- 
terested will know beforehand where 
we will sit. 

MR. SHEPLEY: 1! will file the fol- 
lowing papers now. The agreement 
of 17th August, 1903, between Apple- 
yard and the Sun Life Insurance Com- 
pany with the letter of the 16th Octo- 
ber, 1903, from Mr. Macaulay to Mr. 
Appleyard. (Exhibit No. 626.) The 
Annual Report of the Illinois Traction 
System for 1905 (No. 627). Statement 
of bonus stock (No. 628). 


At 4.80 p.m. on Wednesday, 24th 
October, adjourned till 10.80 a.m. on 
Thursday, 25th October, 1906. 


NINETY-FIRST DAY. 
MORNING SESSION. 
Montreal, October 25th, 1906. 


SUN LIFE ASSURANCE COM- 
PANY.—Continued. 


T. B. MACAULAY, Examined by 
MR. SHEPLEY: Q.—Then, Mr. 


Macaulay, I was proposing this morn- 
a Ces me = — 
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ing to go into a somewhat different 
field. I suppose the insurance aspect 
of this enquiry to you is as important 
as any other? A.—Yes. 

Q.—And no doubt you have given 
a good deal of attention to the various 
questions that have been agitating 
this commission since it began? A. 
—TI have given a great deal of thought 
to these questions. 

Q.—Now, in the case of your com- 
pany, you have been how many years 
in operation? A.—We began busi- 
ness in May, 1871, so that we have 
been 35 years and over. 


Q.—And in the course of that busi- 
ness you have had to face and deal 
with nearly all the, perhaps with all 
the insurance questions that arise in 
this enquiry? A.—I think with all. 


Q.—In the first place what do you 
say with respect to participating in- 
surance as compared with non-partici- 
pating insurance, first from the stand- 
point of the director and shareholder, 
and secondly from the standpoint of 
the policyholder? §A.—What aspect 
of the matter do you refer to? 


Q.—Well from the _ shareholder’s 
standpoint do you like participating 
insurance or non-participating insur- 
ance—A.—In our company, seeing that 
we combine both participating and 
ncr-participating policy holders into 
one branch, and the stockholders get 
five per cent. of the profit of the one 
or the other indifferently, naturally it 
is better from the stock holder’s stand- 
point to get participating policy hold- 
ers, because they get five per cent. 
upon a larger amount of profit. 


Q.—And that is so with regard to 
practically all the insurance companies 
so far as you are aware? A.—No sir. 


Q.—I do not mean unat that feature 
is so, but that that preference for par- 
ticipating business— 


JUDGE MacTAVISH:—The same 
reason exists. A.—I think not your 
honor, because our rule I think is 
different from the rule of most other 
ccmpanies. Most companies give a 
certain percentage, say ten per cent. 
ol: an average usually from with pro- 
fit policies and all the profits from 
without profit policies, and it is just a 
question which of the two would be 
greatest. 

MR. SHEPLEY :—Q.—At all events 
in either standpoint the share holder 
is interested in having as few policy 
holders as possible competing in the 
divisions of profit? A.—I do not 
think that that exactly follows, because 
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the more policy holders we have, the 
more there is to divide, and of course 
we would rather—I mean if we were 
locking at it from the standpoint of a 
shareholder,—we would rather get par- 
ticipating policies than non-participat- 
ing, but I must say this that that way 
of looking at the matter which Mr. 
Shepley has suggested, is the very 
first time that the question has ever 
been presented to me in that light. We 
just want to do as much business as 
we can, and we let the policy holders 
choose which they like. 

Q.—And I suppose participating 
policies appeal to the universal desire 
on the part of the investor, as well as 
to the universal desire on the part of 
the man who wants to protect his fami- 
ly? A.—Yes, they are decidely the 
most popular. 

Q.—And perhaps the idea of partici- 
pation in profits on the part of policy 
holders sprang from that very cir- 
cumstance, that a more popular policy 
could, be made if a policy holder were 
promised a share in the profit? A.— 
No sir. The origin of participation in 
life assurance is due to the fact that 
in the early days it was unknown just 
what the rate of mortality would be, 
and everything was rather indefinite 
and it was felt that in a mutual com- 
pany the proper plan was to charge an 
amount which would certainly be suf- 
ficient. and then return whatever 
amount experience showed was not re 
quired. 

Q.—But that is different from pro- 
fits? That is only returning the excess 
of what he has paid over the cost of 
carrying his insurance? A.—That is 
what I have been meaning by the word 
‘‘profit.’”? The word ‘‘profit’’ is used in- 
discriminately in general practice for 
surplus in life insurance. 

Q.—And surplus arises, potentially 
at all events, not only from savings 
in expense, but also from profits that 
are made upon these savings? A.— 
Surplus or profit arises from other 
sources; saving in expense, if any, the 
excess of interest beyond that caleu- 
lated upon, any saving in mortality 
being less than the— 

Q.—Less than the mortality upon 
which the contract is based? A.—Yes. 
and any profit made upon investments 
these are the principal sources, al- 
though there is sometimes added sO- 
called gains from lapses, but that is 
not really a profit, but an allowance 
that should go against expenses. 

Q.—Then your plan as you have al- 
ready told us in the early part of your 

examination—cr perhaps it was Rob- 
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ertson Macaulay told us—your plan 
was originally to divide profits amongst 
your policy holders at quinquennial 
periods. A.—Yes. 

Q.—When did you begin issuing pol- 
icies deferring for specific periods long- 
er than five years the division of pro- 
fits? A.—1884. 

Q.—You have, I have no doubt, 
some clearly defined views upon the de- 
ferred schemes of insurance? A.—I 
have. 

Q.—Do you favor it or not? A.— 
IT do favor it very strongly. 

Q.—Then you would no doubt be 
quite able to tell us what views there 
are in its favor, what arguments or 
reasons there are in its favorfA.—In 
the first place there is nothing wrong 
or immoral or in itself objectionable 
in the system. I would like to em- 
phasize that point. 

Q.—That is a negative virtue? A.— 
Yes. Then it has popularized the sys- 
tem of hfe insurance tremendously 
There are thousands of persons now 
assured who would not have been as- 
sured at all but for the fact that the 
companies have this plan of insurance. 
There have been thousands of widows 
who have been protected by their hus- 
bands having had policies, whose hus- 
bands would not have assured at all 
but for the special inducement held 
out by that form, and therefore it has 
been of untold benefits to the commun- 
ity as a whole, by popularizing and 
extending the blessings of life assur- 
ance to an extent that certainly would 
not have taken place without it. 


Q.—Then before leaving that, what 
do you conceive to have been the pop- 
ularizing feature about that scheme? 
How did it appeal to the ordinary 
man upon the street? A.—In the 
first place it makes more prominent 
than ordinary policies the investment 
feature. 

Q.—What do you mean by the invest- 
ment feature? A.—It provides that 
a man at the end usually of twenty 
years, may readjust his policy, so that 
at the end of 20 years if he no longer 
needs the insurance he can araw the 
full reserve upon his policy and all the 
accumulated profits, and on the other 
hand he can readjust it in one of many 
other ways, because there are a num- 
ber of options given in that connec- 
tion. Now when an agent goes to 
canvass a person, if he can only talk 
about the necessity of protecting that 
man’s family against the risk of his 
death, he will appeal to a certain class 

of people, and only tu a certain class, 
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but if he is able to say ‘‘this thing is 
a good investment for yourself, besides 
incidentally giving provection to your 
family,’ he will persuade great num- 
bers of people to insure who would not 
otherwise insure at all. Young men 
who are not yet married, or men who 
are married, and who have great con 
fidence in their longevity will say, 
“Why should I insure? I am a good 
life, I am not going to die,’’—those 
people will be persuaded to take out 
policies when they otherwise would not 
be persuaded. But they do die, al- 
though they do not expect it, and 
their widows are protected as a con- 
sequence. 


_ Q.—You would put as the popular- 
izing feature the fact that it offers 
investment? A.—Offers investments, 
and also that it gives the opportunity 
to the agent to talk to a man in this 
way; he can say. ‘‘You can look for- 
ward the next year or two in your 
life and know what you want, but 
what are you going to be 20 years 
hence? What are your circumstances 
to be then? You do not know. During 
the twenty years you want to protect 
your family, but by that time they 
may be all married and no longer need 
protection. You yourself may be hard- 
up at that time, you do not know 
how you will be situated in 20 years 
Now there is a policy that gives you 
this option and the other option, and 
the next option, and you can re-adjust 
your contract at that time to your 
circumstances as they will then exist.”’ 
It gives a splendid talking argument 
to the agent, 

Q.—And that all falls under the 
same head? A.—Yes. 


Q.—Then what other argument is 
there to make it popular, or have you 
exhausted that? A.—Those are the 
principal points in making it popular. 
I look upon this deferred profit scheme 
as exactly in the nature of a bait. 
When a person goes fishing, if you go 
with a poor hook or mighty poor bait, 
you will not catch any fish, but if you 
have a first-class hook you can catch 
good fish, and you have an attractive 
form of policy, the kind of insurance 
the people want, is just to provide the 
agents in such a way that they can 
catch more fish than they otherwise 
would, for the benefit of the fish in this 
case. 

MR. KENT:—Q.—The better the 
bait, the better the fish? A.—Exactly. 


MR. SHEPLEY :—Q.—What_ other 
argument is there in favor of that 
kind of insurance. First it is not im- 
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moral or wrong, and secondly it is pop- 
ularized, what is nextr A.—In the 
next place it attracts to the company 
the very best class of lives that can be 
got anywhere. 

Q.—Just explain that a little? I 
do not follow that? A.—The kind of 
person that will be attracted by a kind 
of policy that protects against death 
only is in too many cases the kind of 
man who doubts himself a little bit. He 
may be able to pass the doctor, but 
still he, or at least a certain propor- 
tion of those who insure for the whole 
life, just have a little bit of doubt 
about themselves, but on the other 
hand the class of man who is appealed 
to, and who expects to live and make 
his money, draw his money or profits, 
is the man who has confidence in him- 
self, and the class of people who have 
confidence in themselves, and who say 
“Y will make my plans about drawing 
my money twenty years hence,’’ that 
class of life provides the very best 
mortality. 

Q.—I should have thought that was 
rather a matter of temperament than 
physical health? A.—TIt is a thoroughly 
established fact that the mortality in 
different classes of insurance varies ac- 
cording to the plan. The mortality 
amongst persons who take temporary 
insurance payable only if a man dies 
within a few years, is heavy. The 
mortalitv amongst those who take 
whole life policies, with the premiums 
payable for the whole of the life, and 
the sum assured payable at death only, 
is better, but still only about normal. 
Those who take limited payment and 
endowment policies, especially if they 
are on the deferred profit plan, show a 
vastly improved mortality. 

JUDGE MacTAVISH :—Q.—Is that 
the experience of your,company? A.— 
It is the experience of our company, 
and not only of our company, but of 
others— 

MR. SHEPLEY :—Q.—Have you 
that experience tabulated? A.—I have 
some figures right here that I can give 
you on that point. 

MR. LANGMUIR:—Q.—Take that 
feature of it, the old fashioned insur- 
ance payable at death instead of at the 
expiration of five, ten, fifteen or twen- 
ty years, as the case may be; in the 
latter case the man gets that money ;— 
that is under certain features of the 
policy—gets that money at twenty 
years. He is a strong healthy man, 
and he is of a speculative turn of 
mind. He may go in and speculate 
and lose the whole of that money that 
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was intended for his family. What do 
you say to that? A.—I say that that 
oi course is a possibility. 

Q.—You know the world is full of 
that class of men, and they are only 
relying upon such insurance:at their 
death? A.—There are several points 
to remember about that. In the first 
place a large proportion of these 
people would never have had any in- 
surance at all. 

Q.—Perhaps not? A.—There is no 
question about that. And in the next 
place when you speak of five, ten, 
fifteen and twenty years, it is almost 
always twenty. We never issue any 
five, very few ten, and comparative- 
ly few fifteen, and the great bulk is 
twenty. 

Q.—Is that not people looking for 
an investment of their money? A.— 
It is to a certain extent, but it is a 
perfectly correct and proper invest- 
ment. 

Q.—I am not questioning that. It 
is all very well with men who have 
money to invest, but take the poorer 
man who wants to make provision 
after his death for his widow and 
young children, and if he gets that 
money before his death, five, ten, fif- 


teen or twenty years, he may squander » 


it altogether? A.—He may, but on 
the other hand I think is is equally 
necessary that a man should protect 
himself against his old age. I think 
that is absolutely one of the necessi- 
ties of life insurance quite as much. 


Q.—I admit that is another and a 
good feature? A.—And this is really 
a plan by which a man can protect 
himself against his old age, and he 
ean take an annuity possibly for his 
whole life instead of getting it in one 
sum. 

MR. SHEPLEY: Q.—yYou do not 
issue policies against old age, sickness 
and disability? A.—wNo. 

Q.—Disability? A.—WNo. 

Q.—Nor old age? A.—No, except 
in this endowment feature or the 
full endowment. While in  prac- 
tice we are willing to issue poli- 
cies of that kind, and we do issue 
them, I do not think in the company’s 
history we have issued ten deferred 
annuities, but we are willing to do it. 

Q.—What other argument is there 
in favor of deferred dividend scheme 
of insurance? A.—You were asking 
me whether there was any comparison 
that could be made between the lives 
assured on different plans. I have 
here some jottings on that point, 
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quoting from a table published by Mr. 
Arthur Hunter, the actuary of the 
New York Life Insurance Company, 
in the transaction of the Actuarial 
Society of America, where he analysed 
the experience of that company, bring- 


_ ing it all down to a theoretical table, 


which I will not trouble you with, as 
to what it ought to be if it was nor- 
mal. According to his judgment this 
was the experience: whole life with- 
out profits 127 per cent. of the expect- 
ed mortality. Whole life with pro- 
fits 110 per cent. of the expected mor- 
tality; full endowment assurances 81 
per cent. of the expected mortality; 
limited payment life—that is like 
twenty payment life with the deferred 
profit feature, which makes it a limit- 
ed endowment—76 per cent of the ex- 
pected mortality; so that we have all 
the difference between the 76 per cent. 
on the one hand and 127 per cent. on 
the other, showing the tremendous 
difference there is in that respect. 
Q.—Do you know how these figures 
were prepared? What periods were 
taken for the respective classes? A.— 
They were all put upon the same 
rate, and the comparison is fair. 


Q.—I do not mean on the same 
rateP A.—On the same basis. 

Q.—What period? For instance you 
take a whole life A.—I wish to 
make a little correction there. It is 
some time since I jotted this thing 
down, and it does not say in my 
jotting it was the New York Life. It 
was Mr. Arthur Hunter’s experience. 
He prepared it, but Mr. Wood—I 
would like to say that I have been 
greatly indebted to Mr. Wood, our as- 
sistant actuary for these figures. He 
has done nearly all the work in this 
connection, and I wish to give him 
credit for doing the work in this mat- 
ter. ‘The figures I have quoted are 
not the figures of the New York Life, 
that was a slip, they are the figures 
of the combined British Life Assurance 
companies covering 30 years. from 
1862 to 1898, and therefore they em- 
brace an immense volume of statistics, 
and are unquestionably prepared on 
the proper basis. 

Q.—I would just like to ask a ques- 
tion or two about that. I do not yven- 
ture to doubt it. I just want to see 
if you know how the calculations were 
made. For instance if you take the 
whole life policy, and you take any 
particular term of vears, you will be 
embracing within that term of years 
sori of lives that are falling in? A.— 

es. 
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Q.—That are due to fall in? A.—Yes. 


Q.—If on the other hand you take 
your 20 year endowment policy, or 
gour 15 year, or whatever the term is 
of endowment policies, and take a sim1- 
lar period, you are having from the 
very nature of things, a fresher lot of 
lives? A.—That was fully guarded 
against. Mr. Hunter prepared this 
theoretical standard with the express 
purpose of guarding against that dif- 
ficulty. The basis was that in the 
first place on insurance the mortality 
ought to be about 50 per cent. of that 
predicted by what is known as the 
American Table, that it should gradu- 
ally reach with the duration of the in- 
surances till it should reach what he 
considered the normal maximum of 90 
per cent. of the American table, and 
then it remained uniform, so that he 
guarded against that, so as to put 
them all on an equal footing. 


Q.—That would seem to me a very 
dificult thing to do in a _ pre- 
paration of such a table, to eliminate 
all the incidental factors of that kind? 
A.—It is difficult, but this was pre- 
pared by one of the ablest men that 
we have, to meet that difficulty. He 
just said taking all the statistics that 
he cou'd get what would be a fair 
normal rate of mortality for the first 
year in policies, and he hit upon that 
as 50 per cent. and I may say that 
that is the same rate that the council 
of the Actuarial Society of America, 
combining the best actuaries in this 
continent, settled as in their judg- 
ments a fair rate. Then he said, as 
the second year came around, that the 
effect of the initial selection would 
wear out a little bit, therefore he said 
the second year ought be a little bit 
higher than the normal rate. I have 
not jotted down the exact rate, Mr. 
Wood has given it. The second year 
the percentage assumed was 60 per 
cent. of the normal rate, the third 
it was 70 per cent. of the norma! rate, 
the fourth year 80 per cent. the fifth 
year 85 per cent. and thereafter 90 
per cent. of the normal rate; so that in 
that way he endeavored according to 
the very best judgment he had,—and 
h’s judgment is confirmed by that of 
other actuaries,—to eliminate this ef- 
fect of selection, and to put all the 
plans upon a basis where they could be 
compared with absolute fairness, be- 
cause his object was to know just how 
they would compare when fairly se- 
lected. 


Q.—Is it fair to say then that the 
table, while no doubt the result of 
great care and skill, has not only the 
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«xperience factor in it, but the factor 
of assumption in respect to these mat- 
ters? A.—Yes, but an assumption that 
is believed by all actuaries to be very 
close to the absolute facts. I can give 
you some more figures along those same 
lines if you desire. 


Q.—Unless they are useful to the 
precise enquiry I am making now— 
A.—I have the experience of the North 
Western Mutual and our own experi- 
ence. 

Q.—In respect of these matters? A. 
—Yes, 

Q.—What is your own? Never mind 
the North Western? And who is re- 
sponsible for the figures? A.—Mr. 
Wood is responsible for the figures. 
With your permission, as Mr. Wood 
prepared these things, I will let Mr. 
Wood state it himself. 

MR. SHEPLEY:—Yes, let him be 
sworn, 

WITNESS :—Of course we worked 
in conjunction, but he did all the 
work, and it is right that he should 
get the credit for it. 


ARTHUR B. WOOD, (Sworn.) Ex- 
amined by 


MR. SHEPLEY: Q.—What are 
these figures? A.—These are figures 
prepared from our own company’s ex- 
perience showing what our mortality 
has been on three different plans, the 
90 vear endowment with a reserve 
dividend period of 20 years; the 20 
payment life plan. with a reserve divi- 
dend period of 20 years, and the or- 
dinary life plan with profits allotted 
every five years, and this experience 
has been tabulated and the expected 
deaths calculated by the H.M. Table, 
the Standard in use in Canada. We 
find that in the case of the 20 year 
endowment plan the actual deaths 
were 59.2 ner cent. of the expected. 
That is taking the H.M. table as 100 
per cent. On the 20 payment life 
plan—which by the way includes the 
largest proportion of our deferred 
dividend policies—the experience was 
even more favorable than on the 20 
vear endowment. the percentage being 
54.3 per cent. On the whole life plan, 
with profits allotted every five years, 
the actual deaths were 67.6 per cent., 
showing a considerabue advantage of 
both of the deferred dividend plans. 


Q.—Now, will you tell me two 
things; in the first place the volume, 
the number of lives by comparison 


_ between these three schemes? AL 
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This is based upon the amounts as- 
sured. I+can give you the amounts 
assured which will give you the same 
comparisons. 

Q.—Perhaps approximately it will? 
A.—In the case of the 20 year endow- 
ment plan the total amount exposed 
to risk was $28,769,540. Under the 
20 payment life plan we had $112,- 
715,338. On the ordinary life plan 
with profits every five years, the 
amount exposed to risk was $37,499,- 

Q.—Then is it fair to say that you 
are more apt to get correct results 
out of a large volume than out of a 
small volume—that is results that can 
be relied upon as being uniform? A. 
—Yes, the larger experience of course 
gives the better result. 

Q.—When you say ‘‘better results,”’ 
— A.—The more reliable result. 

Q.—And I take it herefore that your 
estimate of the 69 per cent. in the 
case of the participating whole life 
with distribution every five years 's 
not so apt to be reliable as the other? 
A.—The whole life includes a larger 
amount than the 20 year endowment, 
but not so large as the 20 payment 
life. 


Q.—The total exposed risk $28,000,- 
000, $112,000,000, $36.000,000; but 
vour most reliable table would pro- 
bably be that where the volume of in- 
surance was $112,000,000? A.—Well, 
T think we had a sufficient amount in 
each of the other cases to give very 
fair results. 

Q.—What you have told me was 
that you compared your experience 
with expected mortality? A.—Yes. 


Q.—How did you get the expected 
mortality ? A.—The total business 
under these plans was tabulated ac- 
cording to the age at entry, and car- 
ried on through until it went off the 
books, or until the experience closed. 
Then from that I obtained the num- 
ber of lives that had been exposed 
to risk through each year of age. 
That amount exposed the risk multi- 
plied by the proper rate of mortality 
for that age by the H.M. Table. The 
sum total of those results give the ex- 
pected claims for that business, and 
so we comparéd the actual claims 
with that. 

THOMAS B. MACAULAY. (Ex- 
amination resumed by Mr. Shepley.) 

WITNESS: TI was going to inter- 
ject the word in the way of pointing 
out that considerable weight must be 
attached to these figures, and they 
are not liable to fluctuate very much, 
when they are sub-divided in the way 
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they are here. On the stright life 
plan, taking the years of duration of 
each policy, one to five inclusive, and 
the mortality is 71.3 per cent.; and 
six and over 65.9 per cent., they do 
not vary very much. Then on the 
20 payment life the rates are for 
policies, five years and under in force 
57.3; and for those six years and over 
50.3, showing a very close correspond- 
ence; and exactly the same peculiar 
feature in regard to the rate for the 
first five years, being a little heavier 
than for thea subsequent. Twenty 
year endowment the rates for the first 
five years were 60.2; and six and sub- 
sequent 57.8 per cent. The fact that 
al] these figures are so close to each 
other when sub-divided shows that 
there is not much fluctuation, and 
furthermore that while they have a 
little peculiarity all three groups have 
the same pecultarity of being a little 
heavier in the first five years. 


Q.—That seems extraordinary? A. 
—It is a little extraordinary. I would 
not expect it. But it shows it is. 


Q.—How would that tally with the 
principle of selection? . A.—Selection 
is of two kinds, one is selection in - 
favor of the company resulting from 
the care that the company takes 
through its medical department in 
weeding out bad lives. The other is 
selection against the company by 
which persons who doubt themselves, 
or are fraudulent cases, squeeze them- 
selves in. Our mortality as you no- 
tice after five years, has been marvel- 
ously low, that means that our medica] 
selection has been very, very favorable 
and I can only say that we have had 
just now in all our classes of fraud- 
ulent or doubtful cases to run up a 
little bit in the earlier years, but even 
then in all cases it is not that the 
mortality is heavy in the early years 
but that it is particularly low in the 
later years. 

MR. LANGMUIR: Q.—What do 
vou cal] fraudulent? What is your 
explanation of the word fraudulent? 
A.—People who are not good lives, 
who deceived the company. 

Q.—Who knew it themselves? A. 
—Who knew it themselves. There is 
a selection against the company by 
people, nut only the fraudulent cases 
but genuine cases. There are actual 
frauds by people who deceive the doc- 
tors, but there are also a great many 
persons who do not lie, but just man- 
age to squeeze in through the doctor’a 
hands. 
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MR. KENT: Q.—People who do 
not state the whole truth. Suppds- 
ing you have a man who has reason 
to believe that he has some mortall 
disease that is not apparent to the 
doctor? A.—That would be a fraud- 
ulent case. A man might realize that 
he is a little bit weakly— 


JUDGE MacTAVISH: Q.—Not very 
sure about himself? A.—Yes. 


Q.—And feels that he is not under 
any obligation to tell the truth? A. 
—He feels a little bit weak and the 
Doctor passes him. 


MR. SHEPLEY: Q.—You would 
not expect to find the experience dur- 
ing the first five years greater than 
the proportion after the fifth year? 
A.—No, I would expect to find it 
lower, but in reality when you look at 
it, it is not that the experience jn 
the first five years is excessive on the 
basis Mr. Hunter has adopted. It 
is very moderate. The peculiar feat- 
ure is the marvelously low rate of 
mortality after the five years. 


Q.—It is rather significant is it not, 
in its bearing upon the whole question 
of medical selection and the benefit 
of medical selection in early years? 
A.—I am sure if we did not have 
medical selection we would have an 
awful death rate. 

Q.—You have heard claims put for- 
ward—probably you have put them 
forward yourself, that by reason of 
careful medical selection the death 
rate is abnormally low during the 
early years of the policy. ‘That is not 
a new story to you? A.—No. 

Q.—Do you think the figures you 
have given us are consistent with 
that? A.—Yes, our death rate even 
during the first five years is abnor- 
mally low, but it is still more abnor- 
mally low in the later years, which 
just means that our medical depart- 
ment has succeeded in bringing the 
rate down even during the whole 
course of the policies, but part of 
that, as I have pointed out, means 
that in the case of the endowment 
policies and the deferred profit poli- 
cies, the selection by the man him- 
self has helped to bring it down by 
getting the best class of lives, to as- 
sure people who had confidence in 
their own longevity. 

Q.—I see that in one of these cases, 
the endowment, the 20 year endow- 
ment,—another table has been made 
use of, the Modified Health English 
Table. Perhaps Mr. Wood will tell 
us about that. The figures are some- 
- what different. 81.5 in the first five 
years, and 61.5 in the remaining 
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years? A.—Will I answer or Mr. 
Wood ? 

Q.—Let Mr. Wod answer? 

MR. WOOD: The Modified Health 
English table was the standard gelect- 
ed by the Committee of the Actuarial 
Society of America in preparing what 
is called their mortality experience 
a few years ago. That is the table 
which was taken as representing very 
closely the normal rate of mortality 
which might be expected to prevail 
in a well managed life insurance com- 
pany and it was selected as being the 
most suitable standard b- which to 
measure the deaths in the various 
classes of insurance under investiga- 
tion in order to compare them one with 
the other. That table gives a lower 
rate of mortality than the H.M. table, 
which accounts for the fact that the 
percentage is higher. 

Q.—That takes a more favorable 
view of mortality than the H.M table 
does? A.—Yes, 

Q.—And the results according to 
that table, are, in your experience 
proportionately higher under that 
table? A.—Yes. 

(Document filed exhibit 629). 


T. B. MACAULAY examination re- 
sumed by 

MR. SHEPLEY: Q.—We will pur- 
sue the subject a little further. We 
were talking about the deferred divi- 
dend scheme of insurance, and you 
were speaking of this favorable ex- 
perience in mortality as one of the 
features — the favorable features 
about the scheme. What else is there? 
A.—Another favorable feature in con- 
nection with it is that it tends to re- 
duce the lapse ratio, persons hang 
on to their policies better when they 
expect to get their profits all at the 
erd of 20 years. than if they were get- 
ting them as they went along, and it 
tends to keep the policies in force. 

Q.—You will have to elaborate that 
for me a little, if you please. Why 
is the lapse feature a factor in what 
the man insuring takes into consid- 
eration? A.—If a man realizes that 
he is going to get a considerable sum 
of money if he keeps his policy in force 
till the end of 20 years, and that he 
will lose the profit unless the keeps 
it in force to the end of 20 years, he 
ig ooine to strain a noint to keep it 
in force in a way that he would not 
if he did not lose anything at all. 

Q.—The man who does not persist 
till the end of 20 years, does not get 
any profit? A.—No. 


‘ 
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Q.—He loses his proportion of pro- 
fits, although he may have been pay- 
ing premiums for 19 years; he loses 
all that, and those members of the 
class who survive take it all. A.—Yes, 
only the profits, nothing but profits. 

Q.—That you say is a feature? A. 
—Yes. 

Q.—It makes the insurance more 
persistent? A.—Yes, 

Q.—What argument is there before 
we go further with the general scheme, 
what argument is there in favor of 
forfeiting of profits in case of lapses 
in the 20 years? A.—There are very 
few men who need to lapse their pol- 
icies if they want to keep them up. 
The company has an automatic non- 
forfeiture provision. It has very lib- 
eral loan provisions by which a man 
can borrow money on his policy, and 
if he surrenders it, it is because he 
wants to surrender it, and I see no 
objection at all to letting the benefit 
go to those who continue to pay, those 
who keep their policies in force 


Q.—That again is a negative an- 
swer, you see no objections. I asked, 
what argument is there in favor of 
it? A.—Well I have been giving a 
number of arguments. 


Q.—That particular feature, saying | 


to a group of men ‘‘come and insure 
with us upon this plan and we will 
make profits for all of you, and the 
survivors will take all the profits, and 
the others will not get any’’ — 
This is the key note in favor of the 
whole plan. 

Q.—Whiat are arguments? AC 
These arguments I have been giving 
are part of the argument because it 
is by representing those facts to the 
man that he is induced to insure. He 
realizes that if he keeps his policy in 
force he will get so much and that is 
the key note of the whole system. 

Q.—That you appeal to the specu- 
lative instinct that is supposed to be 
in the bosoms of the public? A.—I 
would not call it speculative. 

Q.—There is perhaps a _ stronger 
term than that. ‘‘We will all put into 
the pool and the man who keeps on 
putting into the pool will get it all, 
and those who do not will not get 
any’? A.—I would put it that it is 
a penalty to those who drop out ra- 
ther than a gain to those who stay in. 

Q.—Punish them for dropping out? 
A.—Exactly. 

Q.—And reward the man who stays 
in and takes all the risk? A.—Yes. 

Q.—And that does not strike you 
as appealing to a speculative instinct 
if such a thing exists anywhere? A.— 


6 EDWARD VII., A. 1906. 


Sun Life Assurance Co. 
(Mr. T. B. Macaulay and 
Mr. Arthur Wood, Ex’d.; 


I do not know. I suppose there is a 


little vein of speculation in most peo- 
ple but that is a mild form of specu- 
lation. If the speculation never went 
further than that there would be very 
little evil, 


Q.—Have you ever thought, just 
before leaving that and coming back 
to the main channel again, have you 
ever thought of grading the division 
of profits, so that those who stay in 
all the time will get full share. and 
those who stay in part of the time wild 
only get a proportionate share? Has 
that ever struck you as a fair method 
of dealing with this scheme, or would 
that rob it of its charms for the in- 
suring public? A.—We have done that 
already to a certain extent, because 
we give larger surrender values to 
those persons who were assured on 
this plan, if they drop out during the 
course of the term than we do to those 
insured on the ordinary plan, so that 
to a certain extent they do get a little 
back in the form of a surrender value. 


Q.—It would be possible to formulate 
a perfectly equitable scheme by which 
the share of profits which each re- 
ceive ‘aould be made proportionate 
to the pertinacity with which he has 
paid? A.—I think we have got it 
dewn as fine as— 

Q.—That could be done? AT=1t 
could be done, but it would destroy 
the whole plan. an 


Q.—It would destroy the whole plan 
because the essence of the plan is the 
right of the survivor? A.—yYes. 


Q.—Then returning again to the 
main current of our talk, what other 
feature is there about this method of 
insurance which makes it desirable? 
A.—It is specially applicable to the 
insurance of many forms of slightly 
underaverage lives. This is a plan 
we have not adopted in our own com- 
pany, but I know it has been adopted 
very largely in other companies of 
putting persons who are just a little 
bit under the average, but really not 
considered bad lives, with the same 
elass of impairment, or impairments 
of about a similar degree, into a 
group, and then saying ‘‘we will wait 
till the, 20 years is up, and we will 
then decide how much profits we will 
sive, and the profits will be affected 
by the mortality which we cannot at 
present foresee. If the mortality is 
only normal in the group we will get 
full profits, and if the. mortality is 
heavy it will be reduced. My only 
argument in connection with that is 
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that some companies have considered 
it a desirable plan. We have thought 
seriously of adopting it, but we have 
not done it, but will do so in the 
future. 


Q.—Is there not an argument 
against the adoption of that which has 
occurred to you whenever you thought 
of it? A.—It would not be suitable 
for impairments that were very heavy, 
but for moderate impairments I see 
n>) objection. 

Q.—No objection has occurred to 
you on the face of the scheme? A.— 
No, for lives that are moderately 1m- 
paired I see no objection. 

Q.—You would not think it was an 
element at all, that if you were in- 
suring impaired lives they might not 
last twenty years—They might not any 
of them last the 20 years? A.—We 
have never had a class of lives that 
were so bad as that. 

Q.—You have not adopted the 
scheme? A.— But we have adopted a 
scheme where we have insured lives 
worse than that—this is only applica- 
ble to lives slightly impaired. 

Q.—You have not at all events so 
far adopted it? A.—No. 

Q.—You are not immediatey think- 
ing of adopting itP A.—Not Just now. 

Q.—Is there anything else to be said 
about it? A.—The last and final argu- 
ment it seems to me, is that seeing 
it is a plan that pen aie life insur- 
ance, that extends tlf blessings of hfe 
insurance, and attracts the best lives 
to the company, and as these other 
conditions I have spoken about exist, 
there can be no objection to it unless 
there is deception in it. Now just 
speaking for our own company, I think 
we have furnished to the commission 
a statement showing that of all the 
policies that we have paid up to date 
we have paid 97 per cent. of all the 
amounts that were estimated in cash. 

Q.—That is not peculiar to this 
form of insurance, this method of in- 
suring? A.—No, but in the way of 
emphasizing that, seeing that it nave 
these advantages, and seeing that the 
general objection that has been made 
to it, is that estimates are not carried 
out, what I say is that in the case of 
the Sun Life Company, estimates in 
the past have been very nearly carried 
out in a time they had higher esti- 
mates and lower premiums, and that 
now we have on hand in accordance 
with the satements that we have 
furnished to the Commission enough 
funds to the credit of our deferred 
profit Policies to provide $108, or 
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$107.99 for every $100, required te 
carry out our present estimates for 
a'l our policies in force on our books 
on the deferred profit plan; so that 
what I am saying now, is not in the 
nature of a direct advantage for the 
plan, but in the way of removing 
what is generally looked upon as an 
objection to the plan. 

~ Q.—You in your company have lived 
pretty well up to your estimates. 
That is what you have to say in re- 
gard to that, and I suppose you are 
quite aware that in vovner companies 
there has been quite a different state 
of affairs? A.—In some companies, but 
we are speaking for ourselves only. 


Q.—I am rather concerned at ‘pre- 
sent with the general aspect of this 
method of insurance? A.—In 34 per 
cent. of all the policies of insurance 
we exceeded all, our estimates. 

Q.—I am trying to get rather the ex- 
cellence of this particular method from 
the general standpoint? A.—I think I 
have given enough to shaw it is pretty 
good. 

Q.—And if you tell me that in 
your company it is a good thing be- 
cause you do not fall short on your 
estimates, while in the other companies 
the estimates are not realized, that 
does not seem to be a general reason? 
A.—I have given a uauimoper of posi- 
tive reasons that in my judgment are 
very strong, and I have taken up the 
other objection raised against it, and 
I am saying that it is not my business 
to speak for other companies, but I 
say, speaking for ourselves, the ob- 
jection does not apply. 


Q.—Because you have lived up to 
your estimates in the past? A.—And 
have enough on hand to live up to our 
estimates in the future. 


Q.—Then with respect to the pro- 
portion of profits which you would 
give to participating policy holders, 
vou have had two provisions altogether 
in your constitution, your by-laws, is 
that right? There is the original by- 
law 18, and then in 1897 you passed 
a new bylaw on the subject? A.— 
there have been one or two interven- 
ing ones. : 

Q.—I do not know that we need 
waste time taking intervening ones, 
but your original provision ‘was set out 
here? A.—Yes, 

Q.—And the second 
set out here? A.—Yes. 

Q.—This is the original provision 
(Reads by-law)? A.—Yes, 


provision is as 
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Q.—I see you kept separately the 
surplus arising under participating 
and non-participating business? A.— 
Yes. 

Q@.—And the shareholders were en- 
titled to all that arose from non-par- 
ticipating business? A.—Yes. 

Q.—With respect to the  partici- 
pating business, the shareholders got 
20 per cent. and the policy holders 80 
per cent? A.—Yes. 

Q.—That was the intention? A.— 
Yes. : 

Q.—But the policy has to be in 
force for three years before it would 
share at all? A.—Yes. 

Q.—What does it mean by ‘“‘equit- 
ably dividing according to the contri- 
bution plan.’”? What is that? A.—It 
is a term known in the United States 
in particular by which the profits were 
divided according as they were sup- 
posed to be contributed by the policy 
holders, the original idea being that 
it should be divided, each source of 
profit to its own source,—each amount 
of profit to its own source. 

Q.—Excess of interest? A.—Excess 
of interest, saving in mortality, sav- 
ing in loading; in course of time that 
became modified and it became the 
practice, and I think almost the uni- 
versal practice in the United States 
to drop out the question of saving in 
mortality, and to put the saving in 
mortality right in the general account, 
and only divide two ways in propor- 
tion to the loading and in proportion 
to the excess interest earned. 

Q.—Then this contribution plan did 
not take into consideration the profits 
arising from surrender and lapses, 
did it? A.—I do not think it ever 
did. It certainly does not in general 
practice now. 


Q.—Where the contribution plan is 
followed, in dividing surplus, who 
gets the profits from surrenders and 
lapses ? A.—The profits from sur- 
render and lapses are put into the 
general fund and are therefore really 
put as an offset against expenses to 
that extent. 

Q.—Then in 1897, May 18th, you 
passed this by-law—and that is the 
one which is now in operation, ‘“‘a 
yearly balance shall be struck and 
presented at the annual meeting.”’ 
This takes the place of the one we 
have just read? A.—Yes. 

Q.—I pause here for a moment to 
ask a question or two with regard 
to that. There vou have abandoned 
or discontinued the method of keep- 
ing separate the participating and 
non-participating business? A.—Yes. 
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_ Q.—That is the first difference that 
is to be noticed? A.—Yes, 

Q.—Then you have provided not for 
the distribution of any particular por- 
tion of the net surplus, but of such 


portion as you see fit to distribute? ” 
A—Yes: 


Q.—What was the reason of that? 
Was that for the purpose of keeping 
the control in the directors hands, 
maintaining the control which your 
statute gives you, of course, of such 
portion as may be distributed you 
see? A.—I do not know that we ever 
thought of it in that light, in the way 
of retaining the director’s contro! 
over the matter, but it was felt that 
the directors and management should 
have the final say in what amount 
should be distributed. 


MR. KENT: Q.—I suppose it was 
giving you the opportunity, if you 
liked, of distributing more? A.— 
More or less as we thought was wise. 


MR. SHEPLEY: Q.—In practice 
can you tell me roughly and in outline 
how you ascertained the portion you 
would distribute since this by-law was 
passed? You see you have a com- 
bined fund arising from both parti- 
cipating and non-parti¢ipating busi- 
ness. Now what did you do by way 
of ascertaining what portion of it you 
would distribute? A.—First of all 
we find out what amount we have on 
hand for distribution. 

Q.—Available? A.—Available for 
distribution. Then we figured out 
just what amount—we make up our 
mind about what amount we should 
divide in wisdom. Then we figure 
out the amount that we could give 
to each of the policyholders in the 
way of surplus interest, and in the 
way of a return from the loading, in 
order to use up about that amount, 
and then we fix a basis accordingly, 
and then distribute on that basis. 


Q.—You have left some of it out I 
am sure, because you have not gaid 
anything about the five and ninety- 
five per cent. But let me take just 
what you have said. First you ascer- 
tained about what sum it would be 
wisdom to divide up or to distribute ? 
A.--Yes: 

Q.—To distribute, having regard to 
what? What are the elements that 
enter into that consideration? A. 
The elements that would enter into 
that would be several. In the first 
place we would desire if possible to at 
least maintain the rate that we had 
been paying in the past, and. if it 
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could be done without straining the 
company to increase the rate. In the 
next place we feel that we had to 
give full weight to the question of 
how much margin we ought to retain 
on hand as a matter of safety, and in 
the third place, if there was an in- 
crease in reserves, or anything of that 
kind, that had to be provided. 


Q.—That has been provided for be- 
fore we come to this consideration ? 
A.—What is the date of that amend- 
ment? 


Q.—May 18th, 1897? A.—That was 
passed in 1897 before the amendment 
of the law of 1899, and when applying 
that, of course one of the considera- 
tions we had to take into account was 
how much could we put aside, that 
year, towards complying with that 
law in the way of increasing the re- 
serve. 


Q.—That is a special circumstance. 
You see this by-law reads, ‘‘The year- 
ly balance to exhibit the net sur- 
plus,’’ (reads). All those are to be 
considered and provided for before 
you arrive at the net surplus when 
you are going to take a portion of it 
for distribution? A.—A company 
would try to increase its reserves 
apart from the law, and if we had 
a prosperous year we would say, ‘‘we 
can increase our reserve a little mere 
this year,’? and when it was not a 
prosperous year, not as prosperous a 
year, we would say, ‘‘We will not put 
aside so much for reserve this year, 
but we will try and keep up the pro- 
fits of previous year.’’ We looked at 
it from the broad standpoint of what 
was wise and practical to pay. 


Q.—Can you go a little further into 
detail. Can you tell me approximate- 
ly what percentage of the net sur- 
plus arrived at after providing for all 
outstanding claims, and for full re- 
serve and paid up capital, what pro- 
portion of the net surplus then found 
you had in fact distributed? A.— 
In the earlier years of the company, 
when the profit earning power was 
not as great as it is to-day, we re- 
tained very little, because we felt it 
was good policy to distribute all that 
we possibly could, but of recent years 
when we have been earning very much 
more, we have felt it was a good pol- 
icy to retain a little more in hand. 
We have no definite rule. We have 
‘heen governed by expediency in every 
case. 

Q.—You can of course if you cwill 
do so, tell me exactly what your net 
surplus has been every year and what 
you have carried to distribution ac- 


Sun Life Assurance Co. 
(Mr. T. B. Macaulay and 
Mr. Arthur Wood, Ex’d.) 


count every year? A.—I think we have 
that. 

Q.—I want to get it on the record 
in a narrative form. I suppose you 
have thought sometimes of a sum? 
You have considered it in this light; 
what sum of money is such a sum that 
five per cent. of it will pay a fixed 
dividend of so much to-our sharehold- 
ers? A.—Never 'sir. 


Q.—Never did that? A.—No. 


Q.—You have paid fixed dividends 
to your shareholders? A.—Yes, but we 
have never looked at it from that 
standpoint. The question has always 
been what we could give to the policy 
holders from their standpoint, and the 
standpoint of what was best for the 
company. 

Q.—Is not the company the same as 
the policy holders? A.—No, it is not. 
Well, it may be, but we think our 
plan is to treat our policy holders as 
well as we can. 

Q.—Are you making a distinction 
between the company and the policy 
holders? A.—From the standpoint of 
giving as much in cash to the policy 
holders and doing as well for the com- 
pany. 

Q.—What do you mean by the com- 
pany? A.—Consisting of the stock- 
holders and policy holders. We were 
strengthening the reserve held in hand 
for their protection. 

Q.—Your shareholders I think would 
have grounds of complaint that you 
were not looking after their interest, 
that you did not consider them at 
all; you considered the policy holders, 
and then the company, the sharehold- 
ers and policyholders combined, but 
never considered the separate interest 
of the shareholders? A.—The question 
you asked me was whether we had 
heen ever influenced in the amount of 
profits we would distribute to the poli- 
cy holders by the question of what the 
shareholders proportion of that would 
be. 

Q.—What dividends you would give? 
A.—And I say never. 

Q.—Then have you got that in such 
shape that we can refer to itP A.— 
I have this statement. 

Q.—This is a statement itemized 
from your Annual Reports and it com- 
mences with 1897 and comes down to 
1905. You give the assets on the 
3lst December in one column, each 
year. The total liabilities at the 
same date in another column. The 
profits paid. That means profits paid 
to whom? A.—To policyholders only. 
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Q.—And itisthe net surplus at the 
3lst December. That was hardly the 
shape in which I wanted it. What 
I wanted to get was the sum that you 
ascertained as net surplus and as to 
which you divided in the proportion 
of 95 and 5 per cent., commencing 
with 1897. Have you that in any 
shape so that I can get at itP A.— 
Here is a memorandum showing how 
we did for one particular year. 

Q.—Perhaps that will be sufficient 
for my purpose. This is 3lst Decem- 
ber, 1898? A.—I will let Mr. Wood 
explain that. 


MR. WOOD recalled: Q.—This first 
statement will be useful in another 
connection but it is not of value to 
us just now. Division of profits, 3lst 
December, 1898; summary; cash pro- 
fits. Cash value of bonus is that? 
A.—Yes, cash value of bonus. That 
was the amount which we ascertained 
in the way Mr. Macaulay had sug- 
gested as being the amount to be 
distributed to policyholders on the 
5 year distribution plan. 


Q.—It seems to me the statement 
rather commences, having regard to 
the provision of the by-laws, at tha 
wrong end. I should have thought 
that you would start with ascertain- 
ing what you had on hand, what the 
outstanding claims were, what th@ 
reserves were, and what the paid up 
capital was, then deducting all thesa 
from the amount on hand, leaving a 
net surplus and thatthen you would 
determine what portion of that net 
‘surplus you would distribute. I am fol- 
lowing the by-law. Can that be as- 
certained? A.—The wtal amount of 
profits declared as ascertained in that 
way was $154,000 in that year. 

_—How was that arrived atP A. 
==¥n the manner in which Mr. Macau- 
lay has explained to you. 

Q.—It does not seem to have been 
arrived at by following the terms of 
the by-law. Do I make myself plain to 
you, Mr. Wood? If you were an ac- 
countant or actuary charged with ar- 
riving at a particular fund, under the 
terms of this by-law, how would you 
go about it? You would first ascertain 
what you had on hand? A.—Yes, 
the assets and liabilities and the sur- 
plus of the company.  ————s. 

Q.—The assets? The liabilities be- 
ing the outstanding claims, the re- 
serve, and the paid up capital? A.— 
Yes. 

Q.—And then you would strike a 
balance? A.—Yes. 

Q.—And that balance you would 
treat in such a way as to show what 
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portion of that you were going to dis- 
tribute? A.—Yes. That could not be 
ascertained from here. This simply 
shows the amount which we decided 
we could distribute that year to the 
policyholders entitled, including the 
portion which goes to shareholders. 

Q.—How does that $154,000 com- 
pare with the surplus that you act- 
ually had over and above outstanding 
claims reserved and capital? That 
perhaps will be shown by the other 
statement? A.—1898. The surplus 
remaining was $254,000. 

Q.—$254,398P A.—Of course pro- 
vision must be made for the accruing 
policies issued in other years and 
which are not included in that. 

Q.—The figure in the first column 
assets, would show the total assets of 
the company at that date? A.—Yer. 

Q.—Then in the next column the 
total liabilities? A.—Yes._ 

Q.—Those liabilities will include all 
the matters mentioned in this by-law? 
A.—Yes. 

Q.—The difference would be this 
$254,000? A.—Yes. 

Q.—That would be your net sur- 
plus at the 3lst December? A.—Yes. 

Q.—Then you say the directors de- 
cided that out of that $254,000? A. 
—$154,000 should be divided, should 
be allotted. 

Q.—Now, are you aware. whether 
or not any discussion or resolution 
with regard to that appears upon the 
minutes? A.—I think Mr. Macaulay 
can answer that better. 

MR. T. B. MACAULAY recalled: 
Q.—I want to know what executive 
action appears upon your minutes 
with regard to that? A.—I was not 
listening. J would make a correction, 
if Mr. Wood said the directors de- 
cided that, I would change that and 
say the actuary and management de- 
cided it. 

Q.—I suppose they are subject of 
course, to the direction of the Board? 
A.—Yes, but the position is that while 
the directors under the Charter are 
supreme in that matter, they under 
the by-laws have nominated the act- 
uary as the person who shall decide 
this question, and the actuary in con- 
sultation with the President, and the 
Assistant Actuary does decide it, and 
this was the way this was decided. 

Q.—Then we understand that that 
is a decision of the executive? A.— 
Yes. 

Q.—Then, Mr. Macaulay, will you 
be good enough to tell us, if there is 
no executive record, what the process 
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was which on the 3lst December, 1898, 
or shortly thereafter resulted in set- 
ting apart $154,000 out of $254,000? 
A.—There is one point that I should 
have taken into account when speak- 
ing about the factors that we took 
into account when deciding how much 
could be divided, and that is the 
amount that has to be kept on hand 
for deferred profit policies. 

Q.—That is all dealt with here. I 
am not having any trouble with that. 
A.—I have not mentioned that in my 
previous remarks, 

Q.—I am trying to get at the sum 
you did before you came to this $154,- 
000. From that down, your statement 
carries it out perfectly and I under- 
stand it quite. A.—I remember the 
general details about how it was done, 
but as to the exact figures I will have 
to refer you to Mr. Wood. 

Q.—Was it made the subject of 
exact figures? A.—Oh yes, certain- 
ly. Sure. Always. 

Q.—Then what were the elements? 
A.—Just exactly the ones I have told 
you, that we figured out how much, 
in our judgment, we could give, and in 
figuring out what that amount was, 
we would say, Now in order to main- 
tain the same rate of division in re- 
gard to the loading profit, for exam- 
ple, as in previous years, it will be 
«so much. How much can we give on 
that? And still keep within what we 
would feel justified in giving? Then, 
in like manner, how much can we 
give in the way of interest profit, 
calculated in proportion to the re- 
serve? Then we would add those two 
things together and make a number 
of calculations until we would say, 
there is a basis which is about what 
we can afford to do this year. Settle 
that basis and how much on that basis 
will this come to. When we have found 
that out there is the sum. 

Q.—Could you without too much 
labor, produce, I do not mean these 
precise figures, but a hypothetical 
eum on paper which will show just 
what you did, in principle I mean. 
A.—I think Mr. Wood has that right 
here. 


MR. WOOD recalled. 

Q.—I do not care so much for the 
exact figures. A.—These are the fig- 
ures for the 3lst December last year. 
Here is the calculation made last year 
for 5 year distribution policies. J 
have taken off all the policies for 
warious vears of issue. That includes 
everything, al) the policies in our 
company, all previous to 1887 grouped 
together and then I have made an es- 
timate the whole calculation is in 
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here, a very close approximation, 
showing the amount of money that we 
should have reserved on hand at the 
3lst December last year in order to be 
able to pay the rate of profit which we 
were paying or thought we would pay 
last year and which we subsequently 
did pay on policies coming due this 
year. That sum totalled up to $388,- 
922. 

_Q.—This is headed, 5 year distribu- 
tion policies, 3lst December, 1905, sur- 
plus reserve to offset the accrued 
surplus upon 5 year distribution pol- 
icles on basis of previous distribution 
adopted December 31st, 1905. That 
seems to be putting the same thing in 
more elaborate language. hen you 
have grouped the policies from 1887 
back in one group. A.—Because they 
come in one year for distribution. They 
are the old policies which have par- 
ticipated since the foundation of the 
company. 

Q.—Then you have taken @ach year 
after that separately. A.—Yes. 

Q.—What is the date of the last 
division? A.—The date when these 
same policies last participated in pro- 
fits. They received profits every five 
years, 

Q.—At the last division you had 
given them what? A.—We distribute 
our profits, as Mr. Macaulay has ex- 
plained, im proportion to the loading 
and value of the policy, and those are 
the figures at the 3lst December, when 
they last participated. Then I have 
made a calculation of the amount re- 
maining in force at the subsequent 
five years. That is five years from the 
last in each case which I have here 
estimated. 


Q.—That is for the distribution you 
are about approaching? A.—Yes. 

Q.—Then you make a deduction in 
respect of lapses? A.—No, these de- 
ductions are the amounts which -we 
deduct from profits in order to comply 
with the new reserve law. We made 
a certain deduction from the profits 
in order to change our reserves to the 
34 per cent. basis. 

Q.—That was in anticipation of the 
Government requirement? A.—Yes. 

Q.—And was that a deduction which 
you were proposing to make out of the 
sum which was available or was divided 
at the last division? A.—No, but we 
would need to take that into account 
to find out what we would be able to 
divide at the next division if we made 
the same deductions. What we did 
was to distribute the deduction from 
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the profits over a period of 15 years, 
the 15 years required by law; when we 
decided how we would comply with 
this law we formed the plan for mak- 
ing the deduction from the profits of 
three quinquennial divisions in order 
Mi just meet the requirements of the 
aw. 

Q.—That is you were approximately 
going to raise your reserves to the 
Government standard in three stages? 
A.—In three stages. Kieth i 

Q.—At three quinquennial divisions? 
A.—That was the original intention. 

Q.—And the next figures here, es- 
timated loading and estimated value, 
how do you arrive at those? <A.—I 
have taken different percentages ; 
that out of that number there would 
be 20 per cent. lapse before the next 
participation and 80 per cent. would 
be in force. Out of these others is- 
sued a year later there would be 85 
and so on. I have used different per- 
centages according to the durations, 
the number of years they had. 

Q.—Is that a computation of what 
will lapse before 1901 and 1906? A. 
—-Of those that would lapse in 1901 to 
1906. 

Q.—That is it is a proportion that 
you calculate of those which remain 
in force at the period you are now ap- 
proaching to share in the distribution? 
A.—Yes, on that basis I get the ap- 
proximate value when these same poli- 
cies will next participate. That is in 
the division approaching. 

Q.—Adopting the same figures for 
the loading and these estimates that 
you adopted at the last division? A. 
—Yes, and making allowance for the 
increased values of the policies at the 
present division. 

Q.—The increased value by reason 
of the greater reserves? A.—Yes. 


Q.—Then the deductions here are the 
game in principle as the deductions 
shown in previous years? A.—Ex- 
actly. 

Q.—Then the approximate profit at 
the next division? A.—Yes. This 
gives the ordinary protit, that would 
be the profit in proportion to the load- 
ing. And then the interest profit, that 
is the profit distributed in proportion 
to the value of the policies, the re- 
serves, and those are the deductions, 
the same figures, and that would be 
the total profit, and these sums would 
be due from one to five years hence, 
according to the year when they are 
allotted. So I have discounted these 
back to 3lst December, and that gives 
me the approximate total sum. 
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Q.—Now this is not a sum on these 
two pages which works to a balance? 
ANG! 

Q.—And the foundation of the whole 
computation is the last distribution? 
A.—The present distribution. 

Q.—No, the foundation of your sum 
arriving at the present distribution is 
the last preceding distribution? A.— 
IT don’t just quite understand you. 
The policies that participated in these 
various divisions—but the basis of dis- 
tribution actually adopted at the 31st 
December, 1905. 

Q.—How did you arrive at that 
basis? A.—From these figures. We 
try, as Mr. Macaulay has explained, 
to at least maintain the rate of pre- 
vious years. 

Q.—Then the foundation is the last 
distribution; you are aiming, if pos- 
sible, at maintaining that rate of dis- 
tribution? A.—Or doing a little bet- 
ter if possible. We actually did do a 
httle better last division because we 
increased the proportion of interest 
profit. 

Q.—And in order to arrive at that 
you see, whether or not, approximat- 
ely doing what you did five years ago 
or a little better, you will be able to 
do it and still leave as much of the net 
surplus still on hand as you think you 
ought to maintain? A.—Yes. 

Q.—Still I am without information 
as to how you arrive at that. How 
do you know what you ought to re- 
serve? A.—We have to take into ac- 
count our reserve dividend policies as 
well. We furnished an exact copy of 
all this work to the Commission. 

Q.—I know you did? A.—Showing 
that we should have had in hand $1,- 
273,000 for reserved dividend policies, 
and there is a balance of surplus of 
$462,000, of which this sum I have 
just spoken of, $388,000, is the amount 
which should be reserved in order to 
meet the 5 year distribution policies 
profits on the basis that we actually 
adopted 3lst December, 1905. 

Q.—How much of that is reserved 
for the deferred dividend policies? A. 
—$1.273.000 of a total surplus. 

Q.—That is reserved for those poli- 
cies? A.—Yes. 

Q.—And the distribution among 
those who share every five years is? 
A.—$388 ,922. 

Q.—Then I think I understand how 
you have done that. You do not in any 
way, So far as I can now understand 
you, do the sum which the by-law 
sets you, that is you do not do it on 
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paper. A.—Mr. Macaulay can an- 
swer that better than I can. 

MR. MACAULAY, recalled: 

A.—I think we do, Mr. Shepley, it 
says ‘“‘such portion as may be distri- 
buted.’’ Well, we take all these things 
into account, and we find oat—we do 
not begin at the amount definitely that. 
is to be distributed, but we take that 
as a general thing, and we find out 
in detail just how much that will 
allow us to give for ‘the different 
kinds of profit and come to about 
that sum. Then we start again from 
the basis thus found and work back. 
We think that is a literal, absolute 
compliance with the by-law. 

Q.—Then with respect to the sum 
so arrived at you take this other 
statement, which will be Exhibit 630, 
and you take 5 per cent. of the sum 
so found as shown in that statement, 
you attribute that to the shareholders 
and 95 per cent. you attribute to 
the policyholders? A.—Yes. 

Q.—Well, then, having done that, 
there are some of the policyholders to 
whom you pay cash; I say pay cash 
a8 a generic term, covering everything 
that is actually done with the money 
that year? A.—Yes. 

Q.—Some you pay cash and some 
you add to their policies, but that 1s 
all cashP A.—Yes. 

Q.—Then there is a large sum of 
money still left that is not distributed 
in that year? A.—yYes. 

Q.—What do you do with that? A. 
—Part of that would belong to the 
deferred profit policyholders and part 
would be general surplus. 

Q.—What do you do with it? A.— 
Let it alone. Maicens 

Q.—What do you do with it on the 
books? A.—Do nothing with it. 

Q.—Do you distribute it on your 
books so that each policyholder has it 
put to his credit? A.—No, we look 
‘upon that as a margin of safety, un- 
allotted. 

Q.—It is not a margin of safety, 
it is money you have distributed. A. 
—Are you referring to part of that 
fund there? 

Q.—Certainly? A.—Oh, I thought 
you were referring to what was over 
and above that fund. 

Q.—Oh no, I say a portion of the 
sum vou have finally arrived at you 
have to pay that vear? A.—Yes. 

Q.—And another portion you do not 
pay that vear but it is reserved for 
those policies that will fall in during 
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the next five years? A.—Are you re 
ferring to the allowance for the— 
this $154,000 for example. 

Q.—YesP A.—That is divided ex- 
clusively and entirely in the form of 
their cash allowance or bonus. By 
bonus I mean used to purchase bonus 
addition to the sums assured. There 
is no part that is not used of that. 
It is all used. 

Q.—There may be a policy whose 
fifth year is not that year? A.—This 
includes only those whose fifth year 
is in that year. 

Q.—Then I have misunderstood Mr. 
Wood’s explanation? A.—Here is the 
amount that is reserved for policies 
whose fifth year is not in that year. 
$388,000 for those in 1906. 

Q.—No, this is 1905. Apparently I 
have misunderstood it? A.—I will 
let Mr. Wood come back again. 


MR. WOOD re-called : -Q.—The im- 
pression I got was that this $388,922 
was the sum out of the profits of the 
year 1905 which was distributed among 
all the policyholders entitled to share 
in it? A.—Not only all those that 
would receive profits in the year 1906 
but also provision for those that 
would receive profits in the years ’07, 
78) 79 and *10: 

Q.—That is what I thought. Then 
it is not immediately distributable 
in cash? A.—No, only a portion of 
it. These three items I have just 
marked, $16,000, $31,000 and &45,000 
is actually distributed in cash this 
year, ’06. 

Q.—And the rest you are holding to 
give it to them in the future? A.— 
In order that we may give them the 
same proportion. 

MR. LANGMUIR: The whole of 
the $154,000 is distributed ? 

MR. SHEPLEY: Yes, but the 
whole of the $388,000 is not distri- 
buted. 'Then I was right, whether F 
made myself understood by Mr. Mac- 
aulay or not. There is a large pro- 
portion of this which is not immed; - 
iately distributable in cash because 
the time for it to be paid to the par- 
ticular policyholder has not yet ar- 
rived? <A. Has not yet arrived. 

MR. MACALUAY: But it is not 
included in the amount correspond- 
ing to the $154,000. 

Q.—I thought the $154,000 was pre: 
oy the analagous sum to the $388,- 

MR. WOOD: No, that is with re- 
gard to the policies participating in 
that year. If I had the voucher for 
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the 3lst December last year I could 
show you that it corresponded ex- 
actly with this. 


MR. MACAULAY re-called: Q.— 
Then speaking about the $388,000 for 
1905? A.—If it is about the details 
of this I would prefer that you would 
ask Mr. Wood. 

Q.—It is altogether indifferent to 
me? A.—Mr. Wood knows these de- 
tails better than I do. 


MR. WOOD recalled: Q.—It is 
just in order that we may get the 
information. Then the $388,000, Mr. 
Wood, what is done with that por- 
tion of it which is not from year to 
year actually distributed in cash? 
A.—It remains in the surplus. 

Q.—What is done with it in the 
books? A.—It is not put through 
the books. 

Q.—It is not put through the books 
in any way? A.—No. 

Q.—It is not distributed upon the 
books, so that it stands to the credit 
of the different policyholders entitled 
to 1t? A.—WNo. 

Q.—Would that be a feasible thing 
to do? A.—That is very question- 
able. 

Q.—You know it is done in the case 
of some companies? A.—Yes. Mr. 
Macaulay has very strong ideas re- 
garding that question. 

MR. MACAULAY re-called: It 
would be feasible; but in my judg- 
ment unwise. It would be introduc- 
ing a sort of annual distribution plan 
which is entirely foreign to this 
country and entirely foreign to the 
British idea of life insurance. 


Q.—Let us get the thing we are 
talking about defined first. I am 
not only speaking of the quinquennial 
policies but that larger sum of $1,- 
300,000 odd which is taken out for 
the deferred dividend policies. Now, 
with regard to those two funds, the 
question is this, is it feasible to ap- 
portion those to the various policies, 
so that a record of it may appear up- 
on your books? A.—It is feasible. 

Q.—And it is done by some com- 
panies, is it not? A.—It was done, 
1 think, by one American company, 
I am not sure of more, before the 
recent legislation in the State of New 
York. Hereafter it will be done by 
most of the American companies un- 
der that legislation. 

Q.—Do you know of any company 
in Canada that is doing. it? A.— 
No, I am almost certain there are 
none. 

Q.—We have been told of one that 
is adopting it. We have been told by 


6 EDWARD VII., A. 1906. 


Sun Life Assuranca Co. 
(Mr. T. B. Macaulay and 
Mr. Arthur Wood, Ex’d.) 


the actuary of the particular company 
that he is so impressed with the neces- 
sity for that, that he is adopting that 
in his practice. A.—In regard to de- 
ferred, would you like my views on. 
that question ? 


Q.—I do not draw distinctions for 
the present purpose between the dis- 
tribution among deferred dividend 
policy holders and quinquennial policy 
holders. What I wish to get at is 
this, you have told me it is feasible to 
apportion the profit you chose to de- 
clare last year among all the policy 
holders entitled to it. A.—Yes. 

Q.—Not’only to those to whom you 
paid cash last year or this year for 
last year, but among those who are 
entitled to it at future distributions. 
A.—It is feasible. 


Q.—Does it offer any advantages to 
your mind? We will have the advan- 
tages first, if there are any, and if 
you do not hold up any hand on that 
side of the question, then I will call 
for a show of hands on the other side. 
A.—By apportionment would you 
mean an apportionment by which the 
policy holder himself would be noti- 
fied of the amount? 


Q.—I was going to make that a sep- 
arate question. First I wish to know 
about your books and your own re- 
cords and the desirability from your 
own standpoint. Then I will ask you 
in a separate division, if you will let 
me, about the advisability of notifyng 
the policyholders. A.—I think it is 
almost a mistake to mix the two to- 
vether for a moment, that is the de- 
ferred profit plan and the other. 


Q.—Separate them if they occupy 
different planes in your mind. A.— 
They do .occupy decidedly different 
planes in my mind. With regard to 
deferred dividend policies, while I 
have said that I consider it in the 
highest degree unwise to prohibit as 
they have done in New York, such a 
plan of insurance, I do think that 
greater publicity and a _ certain . 
amount of accounting for profits is 
desirable. 

Q.—Yearly? A.»-Well, my mind has 
gone rather in the direction of every 
three years. 

Q.—If it is nice every three years, 
it is three times as nice every year. 
A.—So far as that is concerned, if the 
form of accounting were of the kind 
we would consider the right and de- 
sirable kind we would have no objec- 
tion to a yearly accounting. There 
is only one weak point in this whole 
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deferred profit system, and that is 
that in some cases estimates are held 
out by which people are induced to 
insure and those estimates are not 
fulfilled. There is that one weak point 
in it and only that weak point. As I 
have already said, that weak point 
does not apply in our case. I am 
speaking now from the standpoint of 
the business as a whole. I think it is 
desirable that some plan should be 
adopted by which, for example, if I 
might make a remark without being 
understood to be in the least degree 
unkindly, I am not mentioning any 
names, a young company deserves the 
sympathy of those who know the 
struggles it has to go through, but 
while it deserves our sympathy we 
must also in fairness admit that in 
most cases it cannot give as good re- 
turns to its policy holders as a well 
established company, because the ex- 
penses in connection with the estab- 
lishment of a young company are 
heavy. In the case of some old com- 
panies also the results have not been 
equal to the estimates, but whether 
it be the case of young or old com- 
panies, something ought to be done 
by which the public can judge whe- 
ther the estimates that they are hold- 
ing out and on the strength of which 
they are obtaining business are justi- 
fiable or not. 


Q.—You are putting the _ case 
beautifully, Mr. Macaulay. A.—Those 
are my views exactly. 


Q.—Then what would you say of a 
plan by which every deferred divi- 
dend policy holder—and I understand 
you want to confine it to that for the 
present A.—For the present. 

Q.—Every deferred dividend policy 
holder is told every year, this year 
we put so much to the credit of your 
policy, out of the profits of this year. 
A.—The objection to that is simply 
that if you do that a company will 
be compelled by the force of competi- 
tion to adhere to the old system of 
dividing profits which still prevails 
in regard to the annual and quin- 
quennial system of dividing profits. 
That old system is based upon the 
theory that life assurance expenses are 
spread evenly over the whole duration 
of the policies and bear with equal 
heaviness on every premium. That 
we all know is not so. 

Q.—Are you not getting a little 
away from the question? A.—TI think 
not. 

Q.—I do not want to stop you 
finally, but let me remind you what 
it is we are discussing. At the end 
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of 1905 you had definitely decided 
that upon that year’s operations you 
were able to set apart a particular 
sum to distribute in profitsP A.— 
Yes. 


Q.—Now then, you do not mean to 
say that you are reserving, by the 
answer you are giving me now, the 
right in the management aiterwards 
to disturb the dividend they have de- 
clared for 1905? A.—That is not my 
point at all. My point is this that 
the old system of dividing profits 
which still prevails is an erroneous 
one. It provides, for example, that 
a company shall pay profits at the 
end of the first year when everybody 
knows that there are no profits earn- 
ed. We all know that a life policy 
does not get its full reserve, does not 
make good its full reserve, until it 
is about four years in force, and yet 
at the same time custom, competition, 
which is based upon the old system 
of dividing profits, compels the com- 
pany to give profits in those early 
years that have riot been earned. 
Now in reality companies earn less 
profits than are paid according to the 
old system in the earlier years and 
more profits in the later years. Now, 
the way in which we set aside profits 
upon our deferred profit policies is 
by treating them as though they were 
a separate company. Our deferred 
profit policies, according to the re- 
turns which have been furnished to 
the Commission—to the deferred 
profit branch we credit every prem- 
ium received by the company in its 
entire history upon every deferred 
profit policy. We debit every death 
claim that has come in on the de- 
ferred profit policy. We credit the 
exact proportion of the interest or 
profits on investments which those 
profits have earned year by year: we 
charge up the exact amount paid out 
in surrender valnes in deferred 
profit policies and we treat that 
branch exactly as if it was a com- 
pany by itself. And the amount that 
is to the credit of any policyholder 
for profit purposes consists of the 
accumulations of that policy improved 
at interest on that basis; his shar? 
in other words of the fund as worked 
out in great detail in the returns 
already furnished. Now that does not, 
fall upon the company to provide any 
profits at all in the first four years, 
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because no profits have been earned. 
It is recognizing the actual facts of 
the business and allotting the profits 
as they are earned, not as competi- 
tion would require, but in an equit- 
able, proper way as they are earned. 
If we were compelled year by year 
to notify the man himself of the 
amount that would be set to his 
credit we would have to do one or 
other of two things. If we notified 
him of the amount, in the first few 
years the amount would be too small, 
he would be dissatisfied because he 
has got his ideas raised by the old 
wrong basis of distribution which 
prevails. 

Q.—You are getting on dangerous 
ground, I am afraid. A.—l1 fully un- 
derstand that, Mr. Shepley. I have 
no objection whatever to letting a 
man know how much is going to his 
eredit, except that in practice that 
would prevent the company from 
bringing, about the improvement in 
distribution of profits which is prac- 
tised by a number of the best Ameri- 
can companies and by ourselves. 

Q.—Why shouldn’t you say to A.. 
B. & C. in the first, second and third 
years, during these years it is true 
we have made profits, but your policy 
has not made any profits and there 
are no profits for you. And to D.. 
E. & F. in this vear we have made 
profits and so much has been sppor- 
tioned to your volicy. A.—You mean 
assumines that D., FE. and F. are older 
policies ? 

Q.—Yes. A.—Competition would 
not allow it. The company that tried 
to do that could not do the business. 

Q.—But that is the truthP A.— 
Exactly, and what I say is 

Q.—You do not want us to under- 
stand that your company, or any re- 
spectable company will want the pol- 
icyholder to believe in a state of 
things which does not exist? <A.— 
What ‘I want to say is this, that 
every company on this continent, 
without any exception, feels bound to 
stick by the old system because none 
of them feel strong enough to break 
away, although they know it is wrong. 

Q.—The old system being what? A. 
—The system of distributing profits 
on the assumption that expenses bear 
evenly on every year. 

Q.—You are using that old system? 
A.—On our quinquennial profits only. 

Q.—I thought we were talking of 
deferred dividends? A.—So we are. 
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We are not doing it for our deferred 
profits. 

Q.—You are doing the real thing 
on your deferred dividend policies? 
A.—Yes. 

Q.—And do you mean us to under- 
stand that your deferred dividend 
volicyholders suppose that they are 
getting profits that they are not get- 
ting ? A.—No, I don’t mean any- 
thing of the kind. 


Q.—Then what does it come to? 
A.—Our deferred profit policyholders 
are led to expect that at the end of 
the 20 years they will get so much 
and they are getting it and they will 
get it, but they do not bother their 
heads about whether they are getting 
it in the meantime or not. They have 
nothing to do with the company’s 
accounts and the working of the com- 
pany’s book-keeping. 

MR. KENT: I suppose it would 
be a little awkward to explain to the 
policyholders that the policy did not 
earn any profit the first year because 
perhaps, the agents got the whole of 
the first premium ? A.—No agent 
gets the whole of the first premium 
in our company. 


Q.—In some companies such is the 
case? A.—The Sun Life is an excep- 
tion. We cannot get away from the 
fact that if we are to do business. 
we must do business with a heavy 
expense upon the first year. Take 
the case of a young company. Per-. 
haps we will see the merits of the 
question better if we take the case 
of an absolutely young company, just 
starting business, than if we take the 
case of an old company. Now, that 
young company may be doing business 
on exactly as economica] and as pro 
per lines as an old company and be 
in a position, we will say, to do every 
bit as well as the older company. But 
at the end of four years or for more 
than that, for the first four years of 
every policy, it would not earn a dol- 
lar of surplus upon those policies 
Now, if it divided its profits or allot 
ted its profits on the deferred profit 
plan on a proper basis such as is ad- 
mitted by American actuaries, the 
actuaries of this continent, the lead- 
ing men, then it would not have to 
set aside and pay profits it had not 
earned, but if it were to allot those 
on the annual or quinquennial syster 
or what is practically almost the same 
thing, if it were compelled to declare 
those year by year, it would be im- 
vossible for it to break awav from the 
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old system and to adopt the improve- 
ments. The point is this, in the case 
of a young company it has no old 
profits, profits from old policies to use 
in this unfair distribution and would 
not be able to give anything, but an 
old company has its profits, but if it 
is to give profits to the young policy- 
holders it can only do so by taking 
them away fromthe old policyholders, 
which is unfair. Now, this is an im- 
provement by which an _ absolutely 
equitable distribution of profits can 
be made, but if you are going to re- 
quire that it shall be abolished so 
that the policyholder himself— 

MR. SHEPLEY: Will know that 
it is equitable? A.—It will be im- 
possiblé to break away. I have my 
own ideas of the kind of accounting 
that would be perfectly satisfactory 
and would protect the public, but I 
do not acsree with the idea that the 
policyholder as an individual should 
be notified. 


Q.—Let me appear to digress for 
a moment. When you are making 
up your profits on the deferred divi- 
dend policies do you prefer in the in- 
dividual distribution the old _ poli- 
cies to the younger policies? A.—On 
our deferred profit policies we give 
every policy exactly what it earns. 


Q.—Is that intended to be an affir- 
mative answer? You prefer the old 
policies to the new policies? A.— 
We don’t préfer them, we give the 
old policyholders what is their right. 
* Q.—That is you give them more out 
of a fixed and specified sum than you 
give to the new policies? A.—Yes, 
because they have earned more. 

Q.—Then do you give on a sort of 
shding scale—I do not think that ex- 
pression is accurate but it will convey 
my idea—you give, say from nothing 
in the first two or three years to the 
deferred dividend policyholder up to 
his full proportion by a sort of slid- 
ing scale; as a policy gets older it 
alwavs gets a little more? A.—For 
the first three or four years of every 
policy there would be no profits at 
all on an equitable basis. All the 
profits would be .earned after that. 

Q.—And when you come to make 
a division and to give a deferred divi- 
dend policyholder his share? A 
We give him nothing for those years 
and give him the full profits he has 
earned thereafter, but the amount 
earned in later years far more than 
makes up. 

Q.—I understand that. Then if 
vou are calculating what vou are go- 
ing to pay him at the end of the 
twenty years when his policy has run 
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its full course, will you give him more 
than you would a policyholder whose 
policy had been in force for say 15 
years? A.—Certainly. 

Q.—And the 15 years more than 
the man who had been in force for 
10? A.—Do you mean a 10 year de- 
ferred profit? We do not pay them? 

Q.—But you have got to find out 
what you are going to pay these men ? 
A.—We have explained that at creat 
length in the schedules already fur- 
nished, in detail. 

Q.—I know, but that detail is so 
detailed that I want just to get the 
leading principles out of it and get 
them upon the record. A.—Then I 
will ask Mr. Wood, who prepared 
these figures, to explain them. I can 
do it, but Mr. Wood can do it bet- 
ter still. 

MR. WOOD, recalled: 

Q.—You understand, Mr. Wood, 
what it is I am asking? A man’s 
deferred dividend policy falls due, and 
you have to pay him profits; you 
have to adjust those profits with ref- 
erence to a lot of policies which have 
not yet fallen in. A.—Yes. 

Q.—Of varying ages from one to 
nineteen years. What do you do by 
way of that adjustment? A.—We 
have prepared tables which we call 
standard asset shares for every plan 
of assurance and for the various 
ages. That is based appxoximately 
upon the company’s actual experience. 
We take for each plan and each age 
the assumption that 10,000 persons 
insure at that age. And we follow 
those 10,000 persons right straight 
throughout to the end of 20 years on 
the basis of mortality and _ lapse 
ratios. 

Q.—Actual mortality? And _ ac- 
tual lapse ratios? A.—Approximating 
closely to our own actual experience. 

Q.—But taken from tables? A.— 
Yes. The lapse ratio is worked up 
on our own experience and the mor- 
tality is approximating closely to our 
own experience. It is based upon the 
H. M. Table, but adjusted for the 
benefits of selaction. Each one of 
those 10.000 persons pays a premium 
of $33.25 a year. Then in brief we 
follow ont that 10,000 throughout the 
20 years. ascertain what they have 
contributed each year to the company 
and what is paid out on their behalf 
in the way of. expense, claims, sur- 
render values, ete. 
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Q+—With regard to the expense, is 
that actual? A.—yYes, it is divided 
on the assumption that the expenses 
of new business are ten times the ex- 
penses of renewals. That is the gen- 
erally accepted basis. In that way 
#e ascertain what fund the company 
will have in hand at the end of each 
year from this particular group of 
policies, and dividing that by the 
number of policyholders still on the 
books in that group we get the aver- 
age share of each policyholder in that 
fund. 

Q.—The average share? A.—Yes, 
the average share of each policyholder 
in that fund. That is formed from 
the actual accumulations of such poli- 
cies. Then we have our reserved divi- 
dend business all tabulated according 
to plan, year of issue and age at 
entry. Multiplying the amounts in 
force upon our books by this average 
value according to the duration of 
the policies, we find out what total 
amount the company should have on 
hand on this basis. Then we com- 
pare that total amount with the 
actual funds as ascertained from the 
actual income and expenditnre of the 
company. under reserved § dividend 
policies. If the actnal fund exceeds 
the fund according to the standard 
assets share by a certain percentage, 
then we would ingrease the amount 
to be paid to each policyholder at the 
end of his 10, 15 or 20 years by the 
percentage which that sum bears to 
the total fund of the company. If 
less, it would be decreased. 


Q.—Then do you in the individual 
payments you finally make differenti- 
ate between the earning capacity of 
each policy in each different year? 
A.—Yes, that adjusts itself automati- 
cally. 

MR. MACAULAY (recalled): I 
would like just to add that I think 
we have got the finest system—lI be- 
lieve we have the most equitable sys- 
tem. I don’t say we alone have it, 
other companies have it, but this is 
the most equitable system. 


Q.—What is your rooted objection 
to telling these policyholders every 
year just what you are doing with 
them? A.—Because in the first few 
years the surplus would be so small 
that they would be dissatisfied, and, 
as a matter of fact, the company 
would, by the force of competition, 
be compelled to go back to the old 
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system which it is desirable to aban- 
don. 

Q.—Supposing all companies had to 
do the same thing? A.—Yes, but all 
companies won’t. If they had to, it 
would be perpetuating an injustice 
in all companies to the old policy- 
holders, 

Q.—Oh no, I am assuming that all 
companies are compelled to do what 
the fact is, divide the profits accord- 
ing to the equitable rule upon which 
you @re dividing them. A.—If all 
companies were compelled to do it, it 
would be all right, but I am per- 
fectly sure that it is practically im- 
possible. There would be a lot of com-. 
panies that would not do it, and I 
don’t think any Act would get down 
to the point of saying exactly in 
what manner a company should divide 
profits, and, therefore, it is not 
feasible. 


JUDGE MacTAVISH: The honest 
companies would be at a. disadvant- 
age? A.—The companies that wanted 
to adopt the improvement would be 
at a disadvantage and those who were 
willing to take from the profits of the 
old policvholders to pay for new busi- 
ness would be at an advantage. 

MR. SHEPLEY: I have not got 
you to sce the possibility of empelling 
all companies to do what you yourself 
say is the excellent way. A.—If all 
companies could be compelled to do 
that, but I don’t think that is feas- 
ible. If all companies were doing it, — 
we would have no objection so far as 
we are concerned. We have no ob- 
jection to letting any person know, 
except that one point that if we ad- 
here to this improved system we would 
be misnnderstood. 


Q.—Then we have got this far. that 
in the case of these deferred dividend 
policies the scheme of keeping an in- 
dividual account is feasible and that 
it is quite consistent but for the fact 
that competition with other compan- 
ies, it is quite consistent with the 
equitable method you have adopted. 
A.—Yes. Excuse me, Mr. Shepley. I 
would say that this ‘plan of keeping 
a separate account for every policy in 
the way we do is all right, and the 
only objection is to making the return 
public to the policy holders. 

Q.—It would be well enough to 
notify the policy holder of the equita- 
ble thing you are doing with him, if all 
other companies were doing the same 
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thing. A.—Precisely and not other- 
wise. 


Q.—Then let us come to the other 
class of policies, A.—But there is a 
lot more to be said about the deferred 
profit and how that should be reached ; 
about how the end you wish could be 
attained without giving it to the in- 
dividual policy holders. 

Q.—Then let us hear that. A.—My 
cure for the evils in this business is 
just greater publicity. Not an annual 
distribution but greater publicity. The 
English returns are inferior to ours 
in that they do not call for as much 
detail in regard to assets, but they 
are better than ours in that they do 
call for a lot of information regard- 


ing the profits that a company pays . 


and so on, which our returns hitherto 
have been silent on. I think we should 
take a leaf out of the English book 
and that our returns should ask a 
great many more questions as to what 
profits the company is paying and 
what provision it is making. Now 
what I would suggest would be this; 
that every company should be required 
to give a detailed statement of how 
it divides its profits upon deferred 
profit policies. In the next place I 
would ask for a statement showing the 
estimates which it has in use for pol- 
icies on the straight life, 20 payment 
life, and 20 year endowment plans. 
Those three plans would be sufficient, 
for ages 25, 35. 45 and 55. Those ages 
would be sufficient, showing exactly 
what estimates they are holding out. 
It is not so bad now as it was, but 
a few years ago some of the estimates 
of some of the companies were out- 
rageously high. 


Q@.—Some of their results were out- 
rageously low as compared with their 
estimates at all events. A.—Well, if 
companies were required just to state 
what the estimates were at these ages 
that they are holding out for the end 
of the 20 year periods, any company 
would become ashamed to hold out 
extravagant estimates, estimates that 
were higher than those held out by 
conservative and prosperous compan- 
ies. and that in itself would be a good 
effect. Incidentally, if I may digress 
in regard to this question of estimates. 
In New York they have passed a law 
prohibiting the use of what they call 
misleading estimates. That is how 
the law reads. But as an actual fact 
the Superintendent of Insurance in 
New York has interpreted that law— 
wrongly I think, but still he has in- 
terpreted it—as prohibiting estimates 
altogether and they don’t allow esti- 


186 


Sun Life Assurance Co. 
(Mr. T. B. Macaulay and 
Mr. Arthur Wood, Ex’d.) 


mates of any kind to be used by any 
of the life insurance companies. 

MR KENT: Do you _ recognize 
the impossibility for any company but 
one to put out an estimate that will 
not be shown to be incorrect after- 
wards? The estimates we have found 
were all incorrect, possibly with the 
exception of your company. A.—I 
don’t think the present estimates are 
So» very far astray, Mr. Kent. But 
at any rate there is one point that 
has to be realized. You cannot stop 
making estimates. I do not care if 
you have the strongest worded Act it 
is possible to frame, estimates will 
be made. The only difference is that 
if you prohibit the companies making 
the estimates, the agents will make 
the estimates, and agents will not be 
half as conservative as the companies 
and the latter state will be a great 
deal worse than the former. 


Q.—That is, an insurance agent can- 
not be kept to the truth? A.—That 
may be true of some companies’ agents, 
but we have a pretty good lot of 
agents, we do not have many that are 
not truthful. If we find that they are 
not we do not keep them. 

Q.—I am generally excepting your 
company. A.—Thank you, Mr. Kent. 
I would like to impress this; when 
an agent goes to insure a man the 
man is likely to ask him, how much 
am ‘I going to get at the end of 20 
years, and no law can prevent or stop 
that agent from answering that ques- 
tion. There is going to be an esti- 
mate made as sure as we are standing 
here, and if you say the company shall 
not make any estimates then that 
means that agents will make estimates 
and there will be some of them very 
wide, and there will be a competition 
between the agent of one company, 
without authorization making an es- 
timate on his own hook, and another 
one on his. 


MR. SHEPLEY: The question of 
estimates is, perhaps, a separate ques- 
tion, and will not be overlooked, but 
T wish we could get on with the main 
discussion. You were telling me the 
remedy, instead of notifying policy- 
holders of what profits were being put 
to their credit that vou would have 
full publicity? A.—Yes, that second 
item of publicity. I referred to a.state- 
ment of the estimates in use by the 
company for those plans and ages. 
Then the third point: a statement 
showing the amount which the com- 
pany should have on hand for every 
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year of duration of the policies in or- 
der to fulfil its estimates, and side by 
side with that the sums which it ac- 
tually has on hand to the credit of 
such policies, even though those sums 
be not actually allotted to the policy- 
holders. I think I have got this a 
little bit out of order. I would re- 
quire every company to make a state- 
ment showing how .snuch money it 
ought to have on hand for every year 
of duration of policy issued in every 
year, and the actual amount it does 
have on hand by groups, policies 
grouped by years of issue; not to the 
individual policy but to _ policies 
erouped by the years of issue; and 
side by side with the amount it ought 
to have on hand to carry out its esti- 
mates the amount it really does have 
on hand. It can figure them on our 
plan or any plan it choses. Every 
company should be required to prove 
its surplus to its policyholders, at 
least to the extent of giving these 
details. I, however, would exempt the 
first three years of every policy from 
this regulation, because no _ profits 
could be earned in those years and it 
is no use drawing attention to that. 
Then I would go further, and I would 
require every company to furnish a 
statement of all the deferred profit 
policies in force on its books, arranged 
by years of issue, and of the pre- 
miums received upon the same, from 
the inception of each policy, and of 
the funds and surplus to the credit 
of each of the groups on the com- 
pany’s books on the basis I have al- 
ready mentioned. These statements 
should, I think, be furnished by each 
company within one year after the 
passing of the Act and at least once 
in three years thereafter. If the 
Commissioners should think it should 
be done yearly, I have no objection. 
The only reason ‘that I have said 
three years was that it ‘would ‘be 
rather a bulky addition to the Blue 
Book and perhaps once in three years 
would be enough. The British rules 
call for the company to furnish the 
returns once in five years. Whatever 
the Commissioners would recommend, 
from once in three years to every year 
would be entirely satisfactory to us. 
I think this plan by which the com- 
panies would be required to show the 
estimates they are using, to show what 
amount they ought to have on hand to 
carry out those estimates, arranged 
for policies according to years of is- 
sue and the actual amounts they do 
have on hand, and also giving the 
total premiums received on each group 
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and the amounts in hand, so that per- 
sons could compare the two and see 
if they were about right, would ac- 
complish all that is required, and 
would be far better than legislation 
requiring compulsory accounting to 
the policyholders, which would have 
very objectionable results. 

Q.—Wouldn’t you add to that, if 
in the returns actual examples were 
given of what was paid by way of pro- 
fits? A.—Thank you, Mr. Shepley, 
that was a point I was overlooking. 
J would also require that every com- 
pany should furnish actual examples 
of the profits it pays from time to 
t-me, and I don’t know that I would 
not go so far as to say how do they 
compare with the estimates at pres- 
ent—not the old estimates because 
they are past and gone and there is 
no use in raking them up—but the es- 
timates at present in use. My idea 
would be to give sufficient publicity 
to make sure that the companies can- 
not deceive the public and obtain busi- 
Boh under false pretences, but that 
is all. 

Q.—Then let us come to the quin- 
quennial policies. Do you differen- 
tiate them at all in what we have 
been saying with regard to the possi- 
bility of apportioning to the individ- 
ual policyholders and the desirability 
of notifying them and the advantages 
of publicity? A.—The profits of the 
quinquennial policyholders must, from 
the force of competition, continue to 
be divided on the old system. We 
would like to break away from it, 
but it is impossible. We have to re- 
cognize the facts as thev are. There- 
fore anything that would accentuate 
the evils of that system by. requiring 
an amount to be set aside in the 
earlier years when profits would not 
be earned, would be objectionable. 
The quinquennial system is almost 
universal in Great Britain and in 
Canada. Anything further than that, 
in the nature of annual distribution, 
is not customary in Canada. We our- 
selves have given the option to policy- 
holders of having annual distribution 
policies if they choose. We have 
about 50 annual distribution policies 
in force on our books and not more 
bea one or two of those are in Can- 
ada. 


Q.—I was not speaking for the mo- 
ment of actual distribution; I was 
speaking of keeping an individual ac- 
count? A.—I would look upon any 
individual account by which the pol- 
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icyholder would be notified as prac- 
tically the same thing as an annual 
distribution. If the policyholder is 
going to be notified it is almost the 
same thing. 

Q.—Although you do it in groups 
of those who enter at a certain age 
and so on, you do in fact make that 
apportionment? 'A.—Yes. / 

Q.—But in groups, not to the in- 
dividual? A.—TI have no objection 
at all to anything that just means 
_ groups. We draw the line at any- 
thing that means to the individual 
policyholder. 

Q.—As a matter of fact do you ever 
retrace your steps having once appar- 
tioned to a group or do you ma.ntain 
that and divide it when the time 
comes? A.—We have never done so 

et. 
: Q.—You have never retraced your 
steps yet? A.—No. 

Q.—Then it is not open to the ob- 
jection that you subsequently may 
want to adjust by reason of future 
losses or anything of that sortP A. 
—I am not prepared to say that that 
point should not be taken into -ac- 
count, but it has not weighed with 
us. 

Q.—It does not weigh with you 
now? A.—Not very heavily. I would 
be prepared to waive that point. 


Q.—Then is all you have said with 
regard to the adavntages of publicity 
in the case of the other policies ap- 
plicable to this as well? A.—I think 
so. The united companies are likely 
to have a meeting and discuss the 
thing and I would reserve my right 
after discussing with them to. alter 
the recommendations I am giving, a 
little bit. I am giving my individual 
views. Publicity is, I think, the cure 
for these things. 

Q.—What is the objection to an- 
nual distribution? A.—Annual dis- 
tribution in the first place requires 
that a company shall begin to divide 
profits in the early years; competi- 
tion requires under the annual dis- 
tribution system that a company shall 
begin to divide profits in the early 
years when it has not earned them 
and that is an evil. 


Q.—That is because you are adher- 
ing by force of competition to a 
faulty, a wrong system? Ai—Pre- 
cisely, and one that it is simply im- 
possible to break away from. 

Q.—Don’t say impossible. All 
things are possible. If you have con- 
certed action upon the subject you 
can deal with it apart altogether from 
legislation? A.—In New York this 
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question came up at the actuarial 
meeting last week and the question 
was raised whether the companies 
could agree to even drop the profits 
for the first year, and a number of the 
companies’ representatives got up and 
said, We will not do it, we are go- 
ing to stick to the old system, and 
that knocked the whole thing end- 
ways at once. 

Q.—When you say it is impossible, 
you mean that there are some wrong 
headed men who will not doit? A.— 
They may think they are right, but 
according to our views they are 
wrong-headed. 

Q.—The ideal system of distribut- 
ing profits, paying respect to the fact 
that initial cost is so great that there 
can be no profits in the earlier years, 
that is what you would advocate if 
you could have it brought about? A. 
—I would. 


Q.—And if that were brought about, 
perhaps you would not have so many 
or such great objections to annual 
distribution ? A.—Annual distribu- 
tion is objectionable for other reasons. 
It is an entirely American idea; it 
is utterly opposed to British and 
Canadian ideas. If it is carreid out 
at all to its logical conclusion it would 
result in fluctuations in the rate 
which is undesirable. I see no reason 
whatever for annual distribution and 
I see much against it. There is no 
demand for it and I see no reason in 
the world why annual distribution 
should be contemplated at all. 

Q.—This is the only walk in life in 
which profits are not distributed an- 
nually ? 

MR. LANGMUIR: What about 
distributing an annual amount and 
at the end of the quinquennial period 
giving the full amount? A.—That 
would come to about the same thing. 
If you introduced the system at all 
we have got to get down to the Am- 
erican system, and the American com- 
panies until this last legislation were 
getting away from it. It is not look- 

upon with favor apart from this 


“recent legislation in New York. No 


person, or very few people, would be 
found to advocate the annual distri- 
bution system. 

.MR. SHEPLEY: Why should not 
shareholders wait for five years? <A. 
—They do, they only get their profits 
as the amounts are divided. 

Q.—They get their 15 per cent. 
every year? A.—Yes, but that is 
from the profits as it goes along. They 
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only get their 5 per cent. when that 
is divided. 

Q.—Why treat shareholders differ- 
ently from policyholders? A.—We 
don’t. We are treating them exactly 
on the same system. 

Q.—No, you are giving the. share- 
holders dividends every year. A.—And 
we give certain policyholders, if you 
wish to put them on the same basis, 
the right to divide their profits in- 
stead of taking it in one sum to 
spread it over the next five years. 
The first five years spread over from 
the 5th to the 10th. That is exactly 
the way we do with shareholders. 

Q.—You have never suggested to 
the shareholders that they should 
waive their dividends for five years 
and then take 75 per cent. instead 
of 15? A.—No, but that is earned 
partly from interest. We are getting 
the interest as it goes along. 

Q.—Interest upon what? A.—In- 
terest upon the capital funds. 

Q.—That is the old story, we won’t 
go into that again; that T have dis- 
cussed with you as much as IT think 
is useful. Perhaps it would be con- 
venient to adjourn before taking un 
the next subject. I am through with 
this particular subject. 

(Memorandum on organization and 
administration filed as Exhibit 6381.) 
(Adjourned to 2 o’clock.) 


AFTERNOON SESSION. 


(T. B. MACAULAY, continued.) 
By MR. SHEPLEY: 


Q.—Then, Mr. Macaulay, you de- 
sire to add something tc what you 
have said this morning on the sub- 
ject of publicity in the returns. What 
is that? A.—I think that in the 
Government blue books, in the table 
showing the assets, liabilities and sur- 
plus of the different companies, that 
not merely should the surplus over 
liability to policyholders be shown, 
but also the surplus over all liabiities 
to policyholders and capital stock. At 
present that is not shown, but the 
surplus as given includes a divisible 
surplus and a capital stock. Now, 
that is all right from the standpoint 
of the strong company, but it is not 
right in the way of showing what sur- 
plus the company has available for 
distribution, and I would think that 
it was only right that there should 
be another column added showing for 
each company the amount available 
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for distribution. I would like to add 
also that in regard to this question 
as to whether the amount allotted to 
a group of policyholders in the way 
you were speaking of this morning 
should be final and irrevocable. I 
would like to reserve judgment on 
that point until after the United 
Companies have had a gathering. I 
would prefer to reserve judgment on 
that point. 

Q.—Then Mr. Macaulay, I suppose 
that you have the same trouble in 
connection with initial expense of in- 
surance that other companies have? 
A.—I suppose so. 

Q.—What is the reason the first 
year insurance cost so much, or what 
are the reasons? First give me the 
uncontrollable reasons and then the 
controllable reasons. -A.—The uncon- 
trollable reason is that competition is 
keen, and companies require to pay 
heavily if they are to get the busi- 
ness. 

Q.—It is the competition which you 
experienced in making great efforts 
after new business, A.—Well, efforts, 
great or small. 


Q.—There is no doubt keen compe- 
tition? A.—There is. 

Q.—And what is the result in your 
experience in your company, what is 
the result upon agents’ commissions? 
A.—The result is that commissions 
have gradually risen through a long 
term of years. 

Q.—Take the last ten years, what 
were the initial commissions ten 
years ago, and what are they now in 
your company? A.—As compared with 
ten years ago, I do not think we are 
paying as much to-day as we were ten 
years ago, of initial commissions. 
There has been a tendency downwards 
in the last ten years. 

Q.—Then how far back would you 
goP A.—I would think that the com- 
missions rather reached the maximum 
at about ten or twelve years ago. At 
that time there was a tendency to 
put all expenses of every kind on 
to first year, and to give very little 
in the way of renewals. Then after- 
wards there was a tendency to cut 
down the first year’s commission 
somewhat and to switch a little more 
off on to the second, and third, and 
fourth, and so on. 


ata renewals? A.—No long 


renewals, but a short period of re- 
newals. 
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Q.—What are you paying now? A. 
—Formerly we used to pay from 50 
per cent. about, sometimes more, on 
first year’s commission, but since the 
pressure from the American compan- 
ies, on account of the legislation in 
New York, has lessened somewhat, we 
have been able to remodel all our con- 
tracts, I think almost for the whole 
Dominion, on lower lines within the 
last few months. 

Q.—That sounds very satisfactory. 
What do you pay now? A.—Our 
regular rate is forty per cent. for the 
first year, scaling down according to 
the plan of insurance. 
~Q.—To what? A.—Down to twenty- 
five per cent. 

Q.—According to the planP A.— 
Yes, and twenty-five per cent. scaling 
down to ten on the second year, and 
five per cent. for eight years—up to 
the eighth year; that makes six years; 
and thereafter nothing. 

Q.—That is what your contracts are 
modelled on now? A.—Yes. 


Q.—And that I daresay you will find 
somewhat of a relief? A.—Yes. 

Q.—What provision do you make in 
the premium itself for meeting this 
cost? A.—In the premium itself there 
are several sources from which expen- 
ses should be met. One of the sources 
is the loading contained in the prem- 
iums. 

Q.—And you have of course a grad- 
uated scale of loading on the different 
plans of insurance? A.—Yes. 


Q.—What other source is there? A. 
—All profit of any kind is available 
for expense. There is no one source 
of profit that is ear marked for ex- 
penses. The theory that any one 
source of profit is the only one from 
which which expenses should be met is 
absolutely incorrect in my judgment 
and in the judgment of nearly all 
English actuaries for example. 

Q.—If the great body of your share- 
holders have been contributing to the 
revenues of your company for a great 
many years, and if their funds have 
produced these profits in the bulk, 
would you think it proper to take 
those profits for the purpose of pay- 
ing the cost of the new insurance? 
A.—I think that under a proper sys- 
tem of assessing expenses every group 
of policy holders will pay for itself. 

Q.—Then you would not approve 
of taking, in the long run, taking the 
profits earned by the policy holders to 
pay the expenses incident on bring- 
ing in the new policies? A.—I do not. 
That is what I _ explained — this 
morning, that by reason of our system 
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of dividing profits under the deferred 
profit system, we manage absolutely 
that that is not done, but in regard 
to the old system, it is impossible to 
break away from it. 

Q.—Where you cannot break away 
from the faulty system that objection- 
able feature still exists? A.—Exactly. 

Q.—And to the extent. it does exist 
it is objectionable, there is no doubt 
about that? A.—Yes. 

Q.—It is wrong in principle? A.— 
It is wrong in principle to take what 
belongs to one person and use it for 
another, but you must clearly show 
first of all what particular source of 
profit is being discussed. 

Q.—You have given to us in four 
parts—and I am going to deal with 
these four—a statement showing how 
you load your premiums in respect of 
these items of expense. I am going 
to leave out, with your permission, so 
as not to encumber the record, the 
Sun Tropical and Thrift Schedules al- 
together, and just. take your northern 
rates, I will have this upon the record, 
indicating what it is. I will not have 
it all upon the record, because I will 
put, the books in. These Northern 
rates in use during certain periods, 
each one dealing with different periods 
as you will remember A.—Yes, 

Q.—And as you have travelled down 
through your course you have used 
different rates of interest? A.—Yes. 

Q.—Including the net profit? A.— 
Yes. 

Q.—Gradually assimilating your in- 
terest to the Government require- 
ments with respect to reserves? A.— 
Or changing our basis as the Govern- 
ment requirements were changed. 


Q.—That is what I meant, assimil- 
ating your rates in the calculation of 
any of the premiums to the rates which 
the Government required you to use in 
computing your reserve? A.—Yes, 


Q.—I will just take the one plan to 
show what it is, and then put in the 
books. Between 1891 and 1895 you 
used the H. M. Table of mortality 
4% per cant. interest to calculate the 
net premium? A.—Yes. 

Q.—On a whole life the rate was 
323 for expenses (reads table). Those 
were the loadings you adopted during 
these various yearsP A.—Yes. 


Q.—We can get the other loadings 
during the other years and the net 
premiums from these books? A.— 
Yes. (Exhibit 632.) 

Q.—Then that brings me to a docu- 
ment which I*want to discuss with 
you quite briefly. This is the profit 
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and loss statement for 1905. You were 

aware, of course, of this form of profit 

and loss statement which was submit- 

ted°to you with other documents to be 

ne up for a particular year? A.— 
es. 

Q.—And I understand you have some 
criticism to pass upon the form, and 
Iam quite content, of course, that you 
should give sus all the light you can, 
show us in what respect you consider 
the form to be inappropriate? A.— 
A fundamental error in the form, ac- 
cording to my idea, is that it assumes 
that loadings are the sole source from 
which expenses should be made, with 
the exception of the small amount 
that is allowed to be charged against 
investments. I think that entire fun- 
damental theory upon which the whole 
profit and loss account use by the 
Commission is framed is wrong. My 
views on that point are not mine 
alone, but I think are shared by many 
others. 

Q.—That is a fundamental error in 
your view. In the frst place, you ob- 
serve that there is another source for 
meeting the first year’s expenses given 
it the form, which you have not re- 
ferred to; that is the gain in respect 
of mortality on policies issued during 
a particular year? Area) es.) That 
however is only to the extent of the 
gain during that particular year on 
policies issued during that year on .an 
average of six months, and according 
to my way of looking at the matter, 
all gains from favorable mortality, 
are an appropriate offset against the 
expenses. 


Q.—Is what you have said with re- 
spect to that just as what you have 
said with respect to all sources of pro- 
fit generally,—is that subject to the 
qualification that there will be a read- 
justment in time, so that each policy 
w'll bear its fair share? _A.—I con- 
sider that the proper place to which 
all savings from mortality, not merely 
for these features of each policy, but 
all savings from mortality should go, 
as a credit against expenses, and my 
reason for that is this— 

Q.—I would not quarrel with that, 
but you would not say it ought to go 
as an offset against initial expenses? 
A.—I would exactly. 

Q.—-And stay there? ~A.—Yes. 

Q.—Or be readjusted? A.—No sir, 
stay there finally. 

Q.—Now, upon what ground do you 
advance that view? A.—In the first 
place we have to face the question, 
how is it the companw has any tavor- 
able mortality at all. Now there are 
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two factors that bring about that fa- 
vorable mortality. The first factor is 
that the company employs agents and 
canvasses for business and brings in 
a lot of new lives, and those new lives 
ure the ones that have the favorable 
mortality, and this company gets this 
improvement in the’ mortality by the 
expenditure of money and only by the 
expenditure of money, by the employ- 
ment of agents. The other factor is 
that the company selects with all pos- 
sible care among these lives so as to 
eliminate all except the best, and that 
again is the expenditure of money. 
The favorable mortality is due solely 
te two factors, the company pushing 
for business and getting new lives in, 
and the company spending money 
through its medical department to 
make selections. The favorable mor- 
tality, therefore, is due solely and only 
to the expenditure of money by the 
company, and is a proper and fair 
offset against that expenditure of 
money. 


Q.—Don’t you think the policyhold- 
er who entered your company in, say 
1895, is as much entitled to the benefit 
of that as the policyholder who enter- 
ed in 1905, in the reduction of ex- 
penses? A.—No, I do not. 


Q.—Why? A.—Because the policy- 
holder who entered in 1895 is one of 
a group that is now having a normal 
mortality, or pretty uearly so. The 
benefit of selection to a very large ex- 
tent has worn out in his case, and the 
benefit of selection is going to be 
chiefly upon the new lives, and in 
these newer ones the result is brought 
about by the company exclusively 
through expenditures in connection 
with new insurances. 


Q—I thought you were talking 
about the saving of mortality in the 
subsequent years? A.—But that is a 
saving in mortality. It occurs in the 
first year, but goes on more or less 
through the whole. 


Q.—The saving in mortality through 
the svbsequent years, it seems to me 
—I may be quite wrong abont it, is 
the legitimate fund of the policyhold- 
er who has been in force al! these 
years? A.—Thev are bought by ex- 
penditures in connection with frst 
vear premiums. 


Q.—They were not bought by ex- 
penditures in connection with 1905. 
Thev were bought by expenditures in 
1890 when thev entered? <A. Yes, 
but the one balances the other pretty 
much. 
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Q.—You say it is just a question of 
roughly offsetting one against the 
other? A.—Yes, so far as I know I 
think there are very few, if any, com- 
panies that do not do that inactual 
practice. And a little profit in that 
connection is this: Al] profits almost 
without exception are distributed on 
that basis. Now, surely the rule must 
apply to the distribution of profits 
as well as to the assessment of ex- 
penses. 

Q.—That is by the faulty system 
you have spoken of? A.—No, that 
is by any faulty system. 

Q.—By your distribution of profits 
which you consider the proper system, 
you do not let the first year of the 
policyholder produce him any profits? 
A.—Yes. In the one case. the one is 
put against the other. They merge 
there, and in the other plan they are 
put in the general account and they 
merge there. The idea that the bene- 
fits of mortality should be kept sep- 
arate from the general savings from 
expenses I think is pretty well aban- 
doned everywhere. 
 Q.—At all events you do not agree 
with me for that reason. Is there 
any other respect in which you would 
consider this loss and gain statement 
fundamentally wrong? A.—Another 
point is that it ignored the so-called 
gain from lapses and _ surrender 
charges. 

Q.—Ignores them where? A.—Ig- 
nores them as an offset against first 
year’s expenses. : 

Q.—Now, while I dispute the fact 
that there is such a thing as ear 
marking any source of profit for ex- 
penses, if there is any one that can 
be said was ear marked for that pur- 
pose, that one thing is the gains from 
lapses and surrender charges. Now, 
a man has a policy on his life in the 
company. He decides to drop it. 
The company never gives him, or 
very rarely gives him, the entire 
amount of his interest in the com- 
pany. It nearly always, not invari- 
ably, but generally, makes a small de- 
duction from the amount of the re- 
serve. It gives no surrender value 
at al] if he drops out at the end of 
the first year. Very rarely if he 
drops out at the end of the second 
year, and then from the vear after 
just a percentage, gradually increas- 
ing till it reaches the full reserve. 
Now that fact is important for two 
reasons. It is important because 
generally it is the good lives that drop 
out— 

Q.—By way of punishment?. A.— 
And the poor ones stay in. It is im- 
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portant also on the principle that 
that man ought to continue to bear 
his share of the fixed expenses of the 
company, and has no right to throw 
the whole burden back on the remain- 
ing policyholders. Now, how are 
those two injuries that are done to 
the company to be rectified? There 
is only one way in which they can be 
rectified, and that is by getting a new 
policyholder to take the place of the 
one going out, and the money that is 
deducted from that man’s reserve is 
deducted for the purpose of buying 
another policyholder to take his place, 
and therefore it seems to me unques- 
tionable that gains from lapses should 
be used as an offset against first year 
expenses. 

Q.—Does that conflict in your 
view with your contract with your 
deferred dividend policyholders, who 
are entitled to the benefit of survivor- 
ship in respect of these lapses and 
forfeitures? A.—No, there is no con- 
flict at all. 

Q.—No doubt there? A.—Not the 
slightest. 

Q.—You do not think the deferred 
policyholders could be entitled to 
complain if instead of giving him 
the profits accruing from the lapses 
or the surrenders, you take them and 
pay for new business with themP A. 
—There is this about it; going back 
again always to this fundamental 
system of dividing profits and the cor- 
rect system, what I have been say- 
ing just now about gains is based up- 
on the old system of profits. Under 
the true system such as we used in 
the deferred profit system, for divid- 
ing profits, we make every policy- 
holder pay his way from the start, 
and the amount to his credit is not 
the reserve in the early years but the 
amount of his accumulations on that 
basis. That is a different thing alto- 
gether. Then if there is any gains 
after that when he has paid for him- 
self, it is all right, but the other man 
has not paid for himself, the man 
who came in and put up this addi- 
tional reserve; other policyholders 
paid for him. Another way of looking 
at it would be that he was paying 
for himself if you choose— 

Q.—I am speaking of a policyholder 
who lapses after his policy is self-sus- 
taining and the reserve all intact, and 
he is entitled to profit— A.—wWell, 
but he has got profits more than he 
earned in the early years. 

Q.—But I want to know why you 
are entitled to take the benefit accru- 
ing from his lapsing away from the 
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class of deferred dividend policyhold- 
ers, of which class he was one? A. 
—Are you speaking of deferred divi- 
dend policyholders? 

Q.—Yes? A.—Any lapses from that 
are put right into the deferred divi- 
dend class with no distinction, and 
they naturally offset each other in 
that way. I am speaking of the 
quinquennial. 

Q.—You are confining yourself to 
the quinquennial? A.—Yes. 

Q.—And you do not profess that 
the whole benefit accruing from 
lapses, but only the benefit accruing 
from lapses other than the deferred 
dividend class, should go to expenses? 
A.—I claim that either should. These 
charges are made for the sole and 
only purpose of buying new insur- 
ance—that is all—to take the place of 
those dropping out, and in that case 
they should be put to the account for 
which 

Q.—Well, which is it? I do not 
want to take up a long time over a 
matter that is not perhaps of very 
great moment? Which is it? Do 
you intend that to apply to the de- 
ferred dividend policies, or do you 
not? A.—I intend it to apply to all. 

Q.—A moment ago when I was ask- 
ing you a question with respect to 
them you said you were not then 
Speaking of the deferred dividend 
policies? A.—Well, we were talking 
then about profits, but I lay it down 
as a fixed principle, that I do not 
think can be successfully denied, that 
these charges are made for the sole 
and only purpose of buying new mem- 
bers, paying for the introduction of 
new members to take the place of 
those that go out, and that, there- 
fore these charges are a proper off- 
set against first year expenses, and 
that any system of book-keeping or 
gain and loss exhibit, which ignores 
that fact is misleading. 


Q.—Is there any other fault to find 
in this? A.—The amount of the 
loading varies in different companies 
and according to different contracts. 
A company that is valuing on a severe 
standard of mortality or a low rate 
of interest has high net premiums, 
and thereford the higher the new 
premiums the less the margin of load- 
ing, and it is essential in all com- 
parisons that they should be upon the 
same basis, and if—this is an inci- 
dental point—if comparisons are made 
between us on the H. M. basis, with 
high premiums, and between Amer!- 
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can companies whose net premiums 
are calculated upon the American 
table of low premiums, that is an in- 
justice to the companies that are in 
the comparison, and are valuing 
upon the Canadian standard as com- 
pared with those by the American 
standard. 

Q.—I do not think we will waste 
time over that, because at present we 
are only dealing with the affairs of 
a single company and not instituting 
any comparison at all. Now, is there 
anything else? A.—Those are the 
main points, but there are many ways 
in which injustice comes as,in com- 
parison between companies, but I have 
pointed out what I considered to be 
the main things, and I may say that 
the United Commissioners of Insur- 
ance of the United States have just 
recently met, and they have drawn 
up a gain and loss exhibit under @ 
different form. 


Q.—Do you happen to have a copy 
of it? A.—I have a copy of it here. 
I have not had time to look it over. 

Q.—When you have looked it over 
will you let us have it to put on 
record? A.—I will. It is a very 
voluminous one, and it is very desir- 
able you should give careful consid- 
eration to that. 

Q.—Do not be alarmed. Careful 
consideration will be given to every- 
thing that is put before us. You 
will see that we get that? A.—I will. 
I got it just the other day. These 
sam Commissioners are drawing up 
very minute questions about profits. 
I have not been able to get that yet, 
but that ought to be available. 

Q.—We will be very glad to have 
that. Taking this profit and _ loss 
form, fauity as you think it, it shows 
with all its faults that in the first 
place your first year’s business has 
cost you a great deal more than the 
amount that has been expressly pro- 
vided for that purpose by way of 
loading? A.—More than the loading, 
but I do not admit that the loadings 
are a fair test at all. I do not even 
admit that all the loadings are avail- 
able for expenses, beacause, for in- 
stance, suppose a man applies for two 
policies at the same time on the same 
plan, one without profits and one with 
profits. On the without profit policy 
he has a loading of five dollars, and 
on the with profit policy, a loading of 
$20. .Is there any reason why the 
company should be allowed to spend 
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only $5.00 on the one, but because 
he has taken the other policy they 
can spend $15.00 or $20.00 more? The 
amount the company should be able 
to spend should be the same in both 
cases, and the very fact that there 
is this glaring discrepancy between 
the with profits and the without 
profits policies condemns the whole 
system on which this is based. 

Q.—You are going back to compari- 
Sons. We are not instituting com- 
parisons, but finding out what cer- 
tain sources of revenue for purpose 
of expenses produce, and what those 
expenses are, comparing those two, 
and not comparing it with any other 
company? A.—Precisely. I was not 
comparing it with any other com- 
pany, but to compare our expenses 
with loadings is to compare two things 
that are not to be compared at all. 

Q.—Assuming this is wrong, can we 
go on and get upon the record what 
if isP A.—AIl right. 

Q.—This shows the loading provid- 
ed in your first year’s premiums for 
last year was $199,300? A.—Yes. 

Q.—That you made a gain in respect 
of mortality on policies issued that 
year of $45,000, odd? A.—Yes. I 
would like to put right in here, if I 
might be permitted—it seems utterly 
unreasonable that even if you are go- 
ing to talk about first year’s Savings 
in mortality, to say you are only in- 
cluding Savings in mortality during 
the six months instead of during the 
whole year. I cannot see why that 
basis should be a proper basis. 

Q.-—I am taking it that you have 
made all your objections, and I am 
trying to get at what the statement, 
faulty as you think it is, shows. Then 
that gives a fund which is called in 
cae ‘margin on premiums’’ of 
‘ 5630. your first : 
$777,300 ? Bae oye a siete 

Q.—So that apparently taking these 
items only into consideration you have 
expenses $573,000 more than the 
moneys that this form provides for the 
purpose? A.—Yes. 

Q.—Then you made a saving on the 
loadings of renewal premiums paid 
during last year of $379,000, nearly 
$380,000? <A.—Yes. 

Q.—Then you made a saving in mor- 
tality in respect of all the vears ex- 
cept the first year of $93,800? A.— 
Yes, that is right. 

Q.—Then you made a loss on mor- 
tality in respect of annuity claims? 
A= Yeg, . 

Q.—$28,900? A.—Yes. 
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Q.—Then your interest, dividends, 
etc., were gross $958,931? A.—Yes. 

Q.—Against which you take out 
taxes, repairs, investment expenses, 
$70,000, and the amount required to 
add to your reserve to keep your poli- 
cies straight that year $670,000, and 
a gain in respect of interest dividends 
and losses $217,217? A.—Yes. 

Q.—Then you met with certain pro- 
fits on the sale or maturity of invest- 
ments and certain losses, and balanc- 
ing them you made a gain of $487,- 
O0UP A.—Yes. 

Q.—And the market value of your 
securities increased that year by $692,- 
200. Then you made a gain in sur- 
render and lapses of $182,000. Then 
there are some trifling gains there, 
which shows a net profit for the year 
$1,358,786? A.—Yes 

Q.—And that gain you made in the 
face of that fact that you had, so far 
as this form and its information goes, 
you had a loss upon urst year busl- 
ness'of over $570,000? A.—So far as 
that form goes. 

Q.—I am trying to guard that so 
that you won’t object to the shape it 
is put in? A.—Yes. (Exhibit 633.) 

Q.—What remedy do you suggest in 
respect of the great cost of first year’s 
business, or do you suggest any? A. 
—I think that things are righting 
themselves very well just now, and 
can suggest no remedy at all. I can 
think of no remedy that would not 
be worse than the disease. 

Q.—Were you worse off the year be- 
fore than you were this last year, 
1905? A.—In what respect? 

Q.—In respect of the first year’s 
business A.—We have never made up 
the return on this basis until called 
for by the Commission. We do not 
look upon it as a good basis. 

Q.—You probably looked them up on 
some other basis satisfactory to you? 
A —Mr. Wood tells me it is about the 
same thing. 

Q.—It is not bettering itself so far? 
A.—No, but as I have already told 
ou— 

: Q.—You expect it to better in the 
near future? A.—Yes. 

Q.—Do you know anything about rev 
bating in your company? A.—There 
is rebating, more or less, in all com- 
panies, but I do not think there is 4 
very great deal in our company. 

Q.—You do not think there is more 
in vour company than in others? A. 
—No, but all companies have a cer 
tain amount. 

Q.—Do you approve of it? A.—No. 
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Q.—Is it done in the head office? 
A.—No. 

Q.—Is the head office ever a party 
to it? A.—We may have been in 
years gone by, but not in recent years, 
I think. At any rate it would be to 
a trifling extent. 

Q.—You do not approve of it? A. 
—No. 

Q.—And it is not a practice which 
has the sanction of the executive? A. 
—It is one that I would strongly re- 
commend should be abolished by any 
means the Commission could recom- 
mend. 

Q.—Will legislation be effective? A. 
—Legislation will help very much, and 
ths fact that there has been so much 
evidence about rebating before the 
Commission, shows, I think, that legis- 
lation is a necessity, because unless 
we have legislation affairs will be made 
tremendously worse by advertising to 
every person that rebates are given. I 
would like just to say that there is a 
clause in our agent’s contract which 
forbids it, and provides for the ter- 
mination of the contract in case it is 
done. 


Q.—Perhaps that does not frighten 
them very much unless you can point 
them to instances where you have 
acted. A.—This is a clause we have 
put in one of our recent contracts, and 
we have decided to live up to it. 


JUDGE MacTAVISH: How long 


has it been in your contract? A.—. 


Since about July, and we have notified 
our agents that we intend to live liter- 
ally up to it. 

MR. SHEPLEY: Q.—I see a small 
item in the profit and loss account, 
“Bonuses, rewards and allowances to 
agents.”’ 
in respect to that—nothing in the way 
of compensating them for ‘rebates they 
have made?  A.—No sir, we never 
did, but I see no objection. to bonuses 
and rewards to agents as such if they 
are properly done, but not rebates. 

Q.—You have advanced to agents 
here and it seems to be a pretty large 
sum? <A.—Yes. That is when we 
employ an agent, and give him a reg- 
ular advance for a certain length of 
time until he can get his commission 
coming to him. Jn a good many cases 
it resembles a salary, 


Q.—Then you have furnished us 
with another exhibit. which indicates 
your method of calculating reserve re- 
quired by the Insurance Act. That I 
put in without asking you any ques- 
tions with regard to it, (Exhibit 634), 
except I want. to know what you have 


That would not be anything ° 
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done in respect of the Government en- 
quiry under the Act? A.—We have 
put all our reserves without exception 
to the three and a half per cent. basis 
called for by the Act on all policies. 


Q.—Old and new? A.—Old and 
new, and hope by the close of this year 
t> get our reserves on new policies 
down to three per cent. 

Q.—How long have you been doing 
that? A.—Ever since the Act was 
passed in 1899 until the close of last 
year. 

Q.—What stages did the matter 
take? Will you give be that just in 
a nut shell? A.—I will let Mr. Wood 
answer that, as he is more familiar 
with it. 

MR. SHEPLEY: If it is in tabular 
form I will'put the table in, if it can 
be understood. 


ARTHUR WOOD recalled examined 
by MR. SHEPLEY: 


WITNESS: This is the table which 
shows the reserves on the Government 
basis in the first column. Then it shows 
a reserve reported to the Dominion 
Government which was on a higher 
basis that is it had some provision for 
34 per cent, rate. Then it also shows 
the reserve which the company has 
used in its annual reports because for 
our own purposes we have been reserv- 
ing on an even higher basis than that 
which we reported to the Dominion 
Government. Then the final column 
shows the excess over the H. M. 3% 
and 41 standards. That shows that 
at the end of 1900 we had $370,120 
more than the Government standard. 
The next year we had $377,441 more. 
At the end of 1902 the amount was 


$449,478. At the end of 1903 it was 
$466,439. At the end of 1904 it was 
$578,309. At the end of 1905 it was 
$1,186,111. 


Q.—That was a tremendous jump 
that year, over $600,000? A.—Yes, 
because we were very prosperous in 
1905, and made a large amount of 
profit. 

Q.—And you tell us the result of 
your operations was finally to put you 
upon a three and a half per cent. basis 


as to all your business? A.—AIll 
business. 

Q.—Old and new? A.—Old and 
new. ) Fi 


Q.—-And as to some ot 1t upon a 
three per cent. basis? A.—None of 
this. 
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‘T, B. MACAULAY. (Examination 
resumed by Mr. Shepley.) 


MR. SHEPLEY: Q.—At the end 
of this-year what are you proposing 
to do? A.—We are proposing to put 
our business since 1899 upon a three 
per cent. basis. 

Q.—You have gone about it in that 
way, and the result of that has been 
to prevent as large a fund as might 
have been otherwise available for 
policyholders from being available? 
A.—Yes. — 

Q.—What have you to say in re- 
gard to the sometimes advocated pol- 
icy of bringing about a change as 
slowly as the legislation permits you 
to do, so as to spare your policyhold- 
ers and make them feel it as little as 
posible. That is something we have 
heard from some quarters during this 
enquiry? A.—The movement has our 
sympathy and approval. As was men- 
tioned this morning, our original plan 
was to spread it over the whole 15 
years, but on the other hand when 
we made the large profits in the last 
few years, we said the very best 
thing we could do with part of those 
profits is to apply them once for all 
to the putting of all our reserves up- 
on a three and a half basis, and last 
year we did that. The net result is 
that we have deducted somthing less 
than $200,000 from the profits to our 
policyholders, and have put about one 
million dollars from ordinary forms 
of surplus, without any other reduc- 
tion so that only about one-sixth— 

Q.—When you are comparing the 
dividend you have paid with the divi- 
dend you have not paid, with the 
dividends you might have paid, but 
for this change, you say there is $200,- 
000 difference? A.—A little less than 
_ $200,000 from memory. 


Q.—Of course you might have paid 
a great deal more, but you are com- 
paring it with what you actually paid 
in the past? A.—Yes. 

Q.—And your dividend was reduc- 
ed? A.—If we had continued on the 
same rate we had been giving, we 
would have paid our _ policyholders 
$200,000 more than we did pay them, 
but the other amount, nearly a mil- 
lion dollars, was made out of other 
sources of profit. 

Q.—Which would have gone in pro- 
per proportions to your policyholders, 
if you had not had to put it up in 
reserve? A.—Yes. 

Q.—You could have paid them from 
the largely increased dividends? A. 

Q.—What did you mean when you 
said you sympathized with the view 
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that these changes should be made as 
slowly as possible, so that the share- 
holders might feel them as Kittle as 
possible? A.—We think we ‘have 
done that, when in six years we have 
only deducted $200,000 from the pro- 
fits of the policyholders, we think we : 
are letting them off lightly. 

Q.—You paid $200,000 less than you 
paid them in previous years, but you 
pad them a million less than you 
might have done? A.—Well, they 
had no right to expect much larger 
profits. 

Q.—Don’t say they had no right 
to? A.—Well, they were not expect- 
ing. 

Q.—They thought they had been get- 
ting good profits, and if they got the 
same you did not think they would 
have any right to complain? A.— 
We considered it wus just a question 
of how we could raise these amounts 
the Government was compelling us to 
raise in such a way as to dissatisfy 
our policyholders as little as possible.’ 
It was a question of expediency and 
we think we managed it very well. 

MR. LANGMUIR: Q.—What was 
the rate of interest on your invest- 
ments last year? A.—The net rate 
without the addition of profits on in- 
vestments 4.67, with the addition of 
profits on investments 6.77. 

MR. SHEPLEY: Q.—Have you 
modified at all the mortality tables 
that you had used in computing re- 
serves or computing your premiums? 
A.—No. 

Q.—You are still using the H.M.? 
A.—Yes. 

Q.—Is that close to the Canadian 
experience? A.—No. The American 
table of mortality really comes closer 
to the Canadian experience than the 
HM. 

Q.—Has that a short name? A.— 
No, that is its only name, the O.M. 
is also better than the H.M. 

Q.—What is that? A.—A new Eng- 
lish table based on the experience of 
the English offices from the year 1863 
to 1893. It means the experience of 
the British offices on male lives. 

Q.—You say the 0.M. table is closer 
to Canadian experience than the 
H.M.?: A.—yYes. but the O.M. table 
in itself, according to my persona! 
judgment, is not a desirable table. 
When we sneak of the O.M. there are 
several tables all based upon the one 
class of experience. There is the O.M. 
table, then the O.M. 10 table. which 
is the same experience excluding the 
first ten years of policies. so far as 
possible to eliminate the selection, and 
then there is the O.M. selected table. 
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Q.—What would your experience be 
as to the table upon which the re- 
serves should be computed? Don’t 
you think that the H.M. table, or do 
you think that the H.M. table gives 
vou higher reserves than there is any 
necessity for, according to the Can- 
adian experience? A.—I do. The 
H.M. table gives higher reserves than 
the American table, and if I might 
be permitted I could give you my 
views logically as to what I think 
about this whole question of reserve. 

Q.—That is what we want. We 
want the best views we can get upon 
that subject, which is of the utemost 
importance, the question of the table 
of mortality to be used in computing 
reserves? A,—I think the table of 
mortality and the basis as a whole 
is one of the most important things 
that your honors will have to decide. 
There is no more important point 
that will come before you than that. 
The Government basis is of necessity 
a basis of solvency. That is, it is a 
test by which life insurance compan- 
ies are to be judged, whether they 
are solvent or insolvent. Now, in 
Great Britain they have no test of sol- 
vency at all laid down by the law. It 
is a matter there of expert opinion. 

Q.—Every company there in inter- 
ested in showing to the public that it 
is maintaining a thoroughly satisfac- 
tory and good reserve? A.—Precisely. 


. Q.—And that is a matter of pride 
in the competition between ,the com- 
anies? A.—Yes. There is no _ basis 
of solvency fixed by the law, and the 
opinion of English actuaries—and I 
may say it is the unanimous opinion, 
I feel quite sure there would not be a 
dissenting voice in the body of British 
Actuaries, and I think most of the 
American Actuaries would hardly agree 
with them—that it is a very danger- 
ous thing to fix a high standard of 
solvency. In fact, as soon as you be- 
gin to fix a standard of solvency at 
all, dangers of one kind and another 
begin to come in. In Great Britain 
they have had none, and no dangers 
have followed, no bad results have fol- 
lowed. In the United States they have 
had for many years severe standards 
of solvency with terrible results. 192 
American companies have failed, and 
a large proportion of them would be 
in existence to-day but for these un- 
wise and unnecessarily severe stand- 
ards of solvency, which have _ put 
into insolvency companies which 
would have pulled through all right 
but for those unwisely severe stand- 
ards. For instance, before the Arm- 
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strong Commission, if I remember 
rightly, the Actuaries of the Mutual 
Life and the New York Life, two of 
the biggest companies, testified that 
if there had been these standards of 
sclvency in existence when those com- 
panies were young, that those two 
companies would have been put into 
insolvency. In Canada we are not at 
liberty to follow the British example, 
whether we would like to or not. We 
cannot ignore the fast that we have 
kad standards of solvency in both Can- 
ada and the United States, and our 
people are accustomed to it, and we 
cannot break away from that. Then 
the only thing for us to do is to try 
and devise some elastic scheme by 
which we will do away with the dan- 
ger of putting companies into insol- 
vency that would not otherwise go in- 
to insolvency, and yet at the same 
time not make the stronger company 
satisfied with a lower standard. That 
is the problem that really has to be 
faced, at present we are able to say, 
ay a contrast to what they can say 
in the United States, that not one 
Canadian life insurance company has 
ever yet failed. Now, that is some- 
thing that we are tremendously proud 
of, but when we realize that we have 
a crop, quite a number of young com- 


panies, then I do really feel that if 


we are to maintain our proud boast 
of the high standing of Canadian life 
insurance, that we must look most 
carefully at the standard of valuation 
because we have a right to see that 
laws which have wrecked so many com- 
panies in the United States will not 
work out equal evil in Canada if not 
changed. Therefore, it seems to me 
that what we want is something that 
from the standard of solvency will be. 
very easy. I have given a good deal 
of thought to this, and I have certain 
definite suggestions to make. 


Q.—That is what I was hoping you 
would do for us? A.—In the first 
place, in regard to the mortality table, 
the present table is the H.M. table 
prepared by the Institute of Actuar- 
ies of Great Britain, the same body 
that got out the O.M. table since then. 
Now, as the very Society of Actuar- 
ies that originates the H.M. table has 
abandoned it and is recommending a 
newer table prepared by themselves, 
it is an absolute certainty that the 
H.M. table will rapidly become anti- 
quated in public opinion, and if we 
are to retain it, apart from its value, 
apart from its real merit, we would 
be retaining a table that in the course 
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of the next few years will be looked 
upon as antiquated, whether it is 
really wise or. not. 

Q.—It is in effect more severe than 
Canadian experience was, you say? 
A.—It is. Then I do not think we 
would care to adopt the American 
table, because while it in reality fits 
in very closely with Canadian experi- 
ence, it is largely a theoretical table, 
and is based upon a very limited 
amount of experience. In reality it 
does seem to fit in wonderfully with 
experience on this continent, but I 
doubt if there would be any Canad- 
ian actuaries that would recommend 
the American table being adopted in 
Canada. We would look to one of 
the tables based upon the British 
offices’ experience. The O. M. table 
itself I do not favour. The reason 
is a rather technical one. Do you 
wish me to explain? 

Q.—Try and make us understand it. 
A.—The British actuaries wanted to 
get an experience that would exclude 
all the year before 1863, so that as 
they said mortality has improved, the 
sanitary conditions have improved, 
and they wanted to exclude that. 
Well they took all the policies that 
were insured in all the British com- 
panies from 1863 to 1893, and then 
they took existing policies in those 


companies at their anniversary in. 


1863 and carried them on to their 
completion. Now, the result of that 
was that while the assurances at the 
younger ages—that while the number 
of lives at the younger ages, were 
not affected very much, because there 
were very few of those old lives tiat 
were at the youngest ages—they were 
not altered very much. Take at age 
50, for example, there would be an 
addition of a large number of those 
old lives that had been quite long 
from the doctor’s hands, and the pco- 
portion of old and new lives woaid 
radically change, and, therefore, there 
was a tendency in the new table to 
run faster under the normal at a 
younger age when the benefit of selec- 
tion was gone. 

Q.—I understand you so far. A.— 
That altered the mortality curve and 
affected the values. According to my 
idea what we want for an ideal table 
is one from which selection is, as far 
as possible, eliminated, and T think 
we have it in the O.M. 10 table, in 
which all the first ten years of every 
policy are excluded. Objection has 
been made—and I think well taken, 
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to the O. M. itself. But that objec- 
tion does not in any way apply to the 
O.M.10. 

Q.—In other words if you take the 
O.M.10 you get rid of the ‘benefit 
of selection in the earlier years? A. 
—Yes, altogether. 


Q.—You eliminate that factor from 
the ‘problem, and reach then what 
may be considered to be a normal 
mortality? A.—Yes. Then that pos- 
sibly has the advantage of being one 
that can be defended as scientific and 
as modern, and besides that while it 
does not—in fact the closeness which 
the mortality of this table, after elim- 
inating the first ten years, resembles 
the H.M. table, with the benefit of 
the first ten years all included, is 
remarkable. But in regard to re- 
serves, while it does not differ very 
much from the O.M. table it is a little 
on the right side. In the average 
eompany the reserve wonld he abont 
993 per cent. of what would be 
brought out by the H.M.; so that for 
assurances my present idea is that I 
would recommend the O.M.10. I say 
my present idea, because the life in- 
surance companies are going to get 
together and have a discussion about 
these things, and J reserve the right 
to join in any recommendaton they 
make. 

Q.—Do you agree witn this, before 
you leave the matter of the table, 
that the table of mortality upon which 
you compute reserves should be the 
same table of mortality on which you 
compute any net premium? A.—I 
think so. 

Q.—There cannot pe any doubt 
about that? A.—No. 


Q.—What practical recommendation 
would you make with regard to the 
rate of interest? A.—Just before 
leaving the tables, I would like to 
recommend the British Offices the 
O.A.M. for annuities, and the O.A.F. 
for female annuities. In regard to 
the rate of interest, as I think your 
Honours know, we consider, and still 
consider that it was a great mistake 
to make that change in 1899. Our 
views have never altered on that 
point, but we have now to recognize 
the fact that it is done and we may 
as well accept the facts. The Canada 
Life and ourselves have always com- 
plied with the law and the other com- 
panies are complying with it, and in 
so far as the rate of interest is con- 
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cerned, I do not think it is necessary 
to alter the law as it stands. 

Q.—You would leave that as it 
stands? A.—Yes. 

Q.—You are rather outstripping the 
law yourselves? A.—Yes. In the way 
of outstripping the law, we consider 
the company ought always to have at 
least one per cent. difference between 
the rate it assumes in its calculations 
for its own purposes and the solvency 
rate, as a margin of safety. 

Q.—How has that rate been main- 
tained of late years—your own rate 
of interest? A.—Our average rate of 
interest and the rate through the 
country—about 1899 when the law 
was passed, that was the bottom dip. 
The rate was descending til) then, and 
from that time forward it has been 
increasing and it is likely to increase. 

Q.—That is a unique experience in 


this Enquiry, because we have been - 


hearing the reverse of that? A.—TI 
can prove it by an authority. 

Q.—Is it a good authority? A.— 
Yes, we can take for example what 
this says about government bonds. 

Q.—You are going to let me keep 
that? A.—yYes, I will give you a bet- 
ter copy than this. 

Q.—The copy you have marked is the 
best copy? A.—Here is a quotation 
from the Wall Street Journal as 
quoted in Moodie’s Magazine, a lead- 
ing magazine in the United States, 
“In a list of 24 of the highest class 
British Government bonds,’’ (reads 
from Journal), This shows that the 
rates have increased in this way the 
last ten years. There are lots of other 
figures, but that is sufficient. 

Q.—Your view then, supported as 
you are by this authority, is that the 
rate of interest is increasing since 
1900? A.—It has certainly increased, 
and shows that it is likely at least to 
hold its own for some time. 

Q.—Then you would be satisfied with 
leaving the rate at which interest is 
computed to arrive at reserves to the 
statuteP A.—I would. 

Q.—What other practical suggestions 
can you make upon the subject? A.— 
From the standpoint of the company 
in the position of the Canada Life or 
the Sun Life, we do not need to bother 
about an initial allowance, but from 
the standpoint of young companies or 
companies doing a large proportion 
of new business, I think it is essential 
that we recognize in some way the 
fact that the business does cost more 
than the premium provides in its early 
years, That is undeniable, and while 
we may regret it, we cannot get away 
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from it, and it is going to continue. 
It has been in existence in Great Brit- 
ain for 30 years and it is a fact. 

Q.—Nothing like to the same ex- 
tent? . A.—Yes, I think that proves 
that. 

Q.—Not in all of them? Aa, 
think I can prove by a quotation from 
a high English actuary showing the 
rates are about the same in Great 
Britain. It seems to me if you take 
a young company, it may be securing 
its business in an eminently proper 
manner, it may be paying no more for 
its business than it ought to pay or 
must pay, no more than an old tom- © 
pany would be paying, yet as I have 
said this morning, not one of its pol- 
icies will be self supporting in the’ 
sense of having accumulated their full 
reserve until they are about four years 
old. Now, how is that company to 
make good these deficiencies in the 
early years on all its policies? Some 
companies issue stock at a premium 
and use the premium for that purpose, , 
but you cannot always get that, and 
the requirement that the company 
shall have on hand as reserve in order 
to be solvent an amount which it is 
a settled fact they cannot accumulate 
without some side assistance of some 
kind, is an evil and a great danger. 
It is just that requirement that has 
put so many of these American com- 
panies into insolvency. 

Q.—What is your practical sugges- 
tion? Because we have heard of more 
than one way of minimizing that 
trouble? A.—There are two ways that 
occurred to me as possible ones. One 
is a system which is very common in 
Germany and which has been recom- 
mended in England by leading author- 
ities, and which has lately become very 
popular with new companies in the 
United States, known as the prelim- 
inary term system. 

SSL UMU Sa: term insurance? A. 
—Yes. 

Q.—The feature of that is what? A. 
—That the first year of insurance is 
considered term insurance for one year, 
and then the full reserve is put aside 
on the assumption that the man is as- 
sured for one year, later than the ac- 
tual year of entrance, and it goes on, 
and the reserve begins to accumulate 
only at the end of the year. 

Q.—The preliminary term insurance 
is theoretically issued at the cost of 
it, and that cost of it is all expended 
in carrying the insurance for the pre- 
liminary term of the year, and no- 
thing left for reserve and nothing pro- 
vided for reserve? A.—Precisely. 
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Q.—And after that? A.—Atter that 
they go and accumulate just in the 
ordinary way. 

Q.—That is one method? A.—Yes. 


Q.—You need not elaborate that, be- 
eause I think we have had a good 
deal about that: You did yourself 
engage in preliminary term insurance 
at one stage of your career? A.—We 
did for about a year and a half or 
two years. 


*Q.—You had difficulty with the de- 
partment upon the side? A.—Yes 
We held then that this was an im- 
provement over the old system, and 
if the contracts were clearly worded 
it ought to be allowed, but the de- 
partment ruled otherwise and we 
dropped it out. 

Q.—That is one method of mini- 
mizing the difficulty arising from the 
excessive cost of first year insurance? 
A.—Yes. 

Q.—What other method occurs to 
youP A.—They have adopted an- 
other method in New York, the select 
and ultimate, a method of which Mr. 
Dawson is the or:ginator. That method 
assumes that the mortality of the 
companies will reach and _ exactly 
equal that of an American table, and 
that for the first five years there will 
be a favorable mortality, and practic- 
ally it just comes to this, that it is a 
means by which the companies are 
allowed to take credit as a deduction 
from the full reserve of the discounted 
value of the theoretical saving in 
mortality for the first five years upon 
the basis laid down in the Act. 


Q.—In other words the require- 
ments as to reserve is moderated, if 
I may use that word, it is moderated 
in the earlier years of the policy by 
the adoption of the select and ulti- 
mate table which includes all the 
early benefits of medical selection? A. 
—Yes. It is permitting a reduction 
from the reserve of the discounted 
value of the theoretical saving in mor- 
tality for the first five years, and the 
only basis upon which that can be 
properly allowed is upon the theory 
that any saving in mortality is a 
proper offset against expenses. Then 
of these two methods, if you have a 
choice, I think that a plan somewhat 
corresponding to the second one, but 
not exactly the same as it, is a good 
one. We would not want to adopt 
the American Table, neither would 
we want to adopt the theoretical 
basis of percentages that is adopted 
in New York, but if we were to adopt 
the O.M. 10 table, we would be adopt- 
ing a table that unquestionably is a 
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sound ultimate table, the one to which 
our mortality might be expected, if 
it exactly agreed with the English 
mortality, at the end of ten years to 
rise, and if in conjunction with that 
we assume for the first ten years the 
mortality according to the select table 
of the O.M. experience, then we would 
have something that would have no 
theory about it at all, would be an 
actual combination of tables upon a 
scientific basis. 

Q.—That would be something ap-—~ 
proximating, certainly corresponding 
in its theory, with the select and ulti- 
mate method you have spoken of? A. 
—Corresponding exactly in theory, al- 
though I would very much prefer that 
the exact phrase ‘‘select and ulti- 
mate’? should not be used for two 
reasons. In the first place the phrase 
‘select and ultimate’? has come to 
be identified in the public mind, in 
the mind of insurance people, as 
meaning the Armstrong basis. There 
are several select and ultimate bases 
that could be adopted. The Arm- 
strong is one, and this one we are 
talking about is another, and the one 
I have spoken of, while it is absolute- 
ly in accord in the theory with Daw- 
son’s suggestion differs in the details, 
and the phrase ‘‘select and ultimate’’ 
in the insurance mind has come to 
mean the Armstrong basis. 

°Q.—You would replace the termin- 
ology select and ultimate by saying 
‘combination of O.M and O.M 10°’? 
A.—Not exactly. Before I pass on, 
the other reason is that to the pub- 
lic mind the phrase ‘‘select and ulti- 
mate’? means nothing, and I think 
it ought to be something that means 
something more to the public. And 
therefore my idea would be to use the 
O.M. 10 with the O.M. table really 
in exact union with Mr. Dawson’s 
theory of course, but with a clause 
like this—a foot note ‘‘These com- 
panies that are marked with a star 
for example, have taken advantage 
of the provisions of section blank of 
the Insurance Act, and have deducted 
from the ordinary reserve the dis- 
counted value of the expected saving 
in mortality for the first ten years of 
each policy on the hasis of the select 
experience of the English offices table, 
the O.M. with the M. in brackets, 
as compared with the regular basis 


the O.M. 10. 


JUDGE MacTAVISH: Oe You 
think the public. would  under- 
stand that better? A.—I think 


it would make it more clearly under- 
stood. I think any company should 
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be at liberty to make this deduction 
from its reserve, with no penalty of 
any kind at all, except that of mak- 
ing the fact that it has done that 


publicly, so that any person could see. 


it. That would be a step in the way 
of doing justice to the younger com- 
panies, they could divide their profits 
on that basis, and it would do away 
with a great many evils. 

MR. SHEPLEY: Q.—Is that sub- 
stantially what you have to tell us 
. about your views on the subject of 
reserve? A.—No, I think that that 
is not sufficient. This step in regard 
to an initial allowance is a step in the 
right direction, but it is such a ter- 
rible thing to put an insurance com- 
pany into insolvency, and there is no 
question but that while I have said 
that the rate of interest assumed in 
the Act—that I would be willing to 
let that go, yet it is such a dangerous 
thing to have an artificially high 
standard, that I think we ought to 
provide that no company shall be act- 
ually put into insolvency unless it 
be insolvent if its reserves were cal- 
culated, making this full allowance, 
and also at one-half per cent. higher 
interest than the Act calls for, but 
in no case over 4 and one-half. 

Q.—You would not affix the final 
stigma of insolvency upon a company 
unless it fell below by half per cent. 
upon its computation? A.—That is 
the half per cent. rate of interest, 
yes. It is a fearful thing to put a 
company into insolvency and we 
ought to try and make it as hard 
for a Canadian company to get there 
as possible, but on the other hand 
T think if a company allows itself to 
get into such a bad position that it 
not only has no surplus, on the ordin- 
ary standard called for by the Gov- 
ernment, but even after deducting al- 
lowances for selection, has to fall back 
upon this further thing, that while 
we want to save it from insolvency, 
we want at the same time to force it 
into re-insurance. Now, while any 
such company we think should be al- 
lowed to transact old business and not 
be put into insolvency, we think it 
should be prohibited from writing 
participating insurance, because for 
a company like that to be allowed 
to continue and write policies promis- 
ine profits, would be allowing a fraud. 
What they should do would be to seek 
insurance in some gf the stronger 
companies. 


Q.—You would have a plan of ab- 
solute solvency, following the stand- 
ard in its integrity. Then vou would 
have a plan below that of insolvency, 
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because they have fallen below the 
intermediate ground, which would be 
a sort of Tom Tiddlers ground be- 
tween? A.—-An allowance for young 
companies— 

(.—You would have to apply it to 
all? A.—Yes, I would let any com- 
pany at all that wanted to take ad- 
vantage of that provision with no fur- 
ther restriction than to make the 
fact very plain in its returns. While 
that I think would cover the ground 
from the standpoint of providing for 
solvency, I think we ought to encour- 
age the companies to put aside higher 
reserves. 

Q.—How would you encourage them 
to do that? A.—I would rely upon 
publicity, and I would have first of 
all, as we already have in the blue 
books, a statement of the assets and 
abilities of every company, and a 
detailed statement of what the basis 
of valuation is, and if any company 
adopted a higher basis I would just 
put a note like this: if a company 
adopted a higher standard, place a 
star opposite it—‘‘The Government 
standard of valuation is not to be-con- 
sidered as a maximum. The compan- 
ies thus marked have set aside 
stronger reserves than the amount 
required by the Act to the extent 
shown by the basis of valuation nam- 
ed in each case.’’ Just state the 
facts and the public opinion will do 
the balance. 

Q.—And you would expect to find 
an asteric opposite the Sun Life? A. 
—Yes, and there would be several 
others, because there are_ several 
others there already, but I would like 
to say that I would reserve the right 
to change my views after the con- 
ference with the companies. 

MR. SHEPLEY: Q.—I put in al- 
most without comment your returns in 
respect of surrender value and paid 
up policies (Exhibit 636). That will 
show the methods you adopt and the 
figures you arrive at when you are 
considering what you will give to the 
policy holder who surrenders or who 
becomes entitled to a paid up or sur- 
render value? A.—Yes. 


Q.—This is a comparison of reserve 
bases and on the last page of that 
you have made a comparison between 
the separate tables and separate hy- 
potheses you have adopted reducing 
them to percentages? A.—Yes. 

Q.—These are the figures (reads)? 
A.—That shows that before a company 
could be actually insolvent it would 
have to be ten per cent. 
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Q.—It would have to lose ten points? 
Al—YVes: ry 

Q.—What is this last one? A.—The 
modified preliminary term. 

Q.—This is the last ofall with the 
exception of the line dividing insol- 
vency? A.—Yes, I thought it might 
be desirable and it will give a good 
grasp of it. (Exhibit 637). 

Q.—Then it sums them up in a 
way that I am sure will be quite use- 
ful to us. Then I am going to hurry 
through several of your returns to us, 
showing the allocation of profits. That 
somewhat explains the information 
you and Mr, Wood were good enough 
to give me this morning (Exhibit 6388). 
But for the explanation we got this 
morning I should trouble you a little 
more on that point. I think you have 
told me pretty fully about that? A.— 
I really think that if your honors can 
solve this question of a proper basis 
of solvency that will do justice on all 
points, you will make the Canadian 
law the best. It is a very, very im- 
portant matter, and you will do more 
to benefit Canadian life insurance than 
almost anything else you can do. 

Q.—This is a return you have given 
us showing the policies of the differ- 
ent kinds in force and the total amount 
of insurance of each kind, and then 
those are reduced in the last page to 
percentages, I see the largest volume 


of insurance is the 20 payment life,’ 


and the next largest is the whole life, 
and the percentages being 29, 39, etc., 
and the third is the 20 year endow- 
ment. Are those the two, the 20 pay- 
ment life and the 20 year endowment 
and the deferred dividend? A.— 
Here is the deferred dividend and 
here is the total. 

Q.—Then it is manifest that the de- 
ferred dividend policies largely out 
number the other insurance? A.— 
About 68 per cent. 


MR. WOOD: 68.66 per cent. 


WITNESS: And perhaps I may just 
add here that we have not for many 
years made any distinction in commis- 
sion, that we pay exactly the same 
commission whether a policy is on the 
deferred profit plan or the quinquen- 
nial profit plan, and it makes not the 
slightest difference to an agent and 
yet 68 per cent. of the business was 
on the deferred dividend, showing that 
it was popular with the agents and 
that the question of commission does 
not enter into it at all. 

Q.—Now in connection with the next 
exhibit I am going to put in, which is 
the exhibit entitled ‘‘Standard Asset 
shares’? or your asset share system, 
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¥re us in outline your description of 
at that is? A.—That is a computa- 
tion of how a typical company would 
work out charging our regular prem- 
iums crediting the fund with our reg- 
ular premiums, charging it with the 
rate of expense that we think can be 
properly assumed by us, crediting it 
also with the rate in interest that we 
think we have a right to expect, also 
debiting it with the mortality we think 
it will experience, getting as near as° 
possible to what we think the company 
will experience, and we work out on 
that basis the actual amount which 
every deferred policy would have to 
its credit of the company’s actual ex- 
perience agreed exactly with the sup- 
posed experience. Of course in reality 
it could not agree exactly. although it 
does agree very closely. Then when it 
comes to a payment, we agree to give 
the policy holder a percentage of the 
amount he would get on this theoret- 
ical basis, that percentage being set- 
tled by whether the amount we have 
on hand to the credit of the deferred 
profit of the policy holders is more, 
equal to or less’ than the theoretical 
amount we ought to have on hand. 

Q.—Perhaps you would just illus- 
trate from ‘this exhibit? | A.—Mr. 
Wood prepared this, and I will let him 
explain it. ; 

MR. SHEPUTEY: Just illustrate the 
explanation Mr. Macaulay has just 
been making. 


ARTHUR WOOD cRecalled). Ex- 
amined by Mr. Shepley. 


WITNESS: This is practically the 
same as I explained this morning. 

Q.—But it is a little more in de- 
tail. Give “it a little more fully? A. 
—In the first place I have the lapse 
ratios according to the company’s ex- 
per‘ence of the various plans. Then 
we have the basis adopted in the cal- 
culations, the bas's of mortality as- 
sumed, the rate of interest, the ex- 
rense rates and so on. 

Q.—Are those assumptions or are 
those exact? A.—Those are assump- 
tions approximating close to the com- 
pany’s experience. 

O.—They are intended to be— A. 
—Very c'ose to the real thing. 

©.—And if you could do it with ac- 
curacy you would get the exact ex- 
perience, would you? A.—Well we 
wll probably later on, after a few 
years, get more information together, 
and get more exact rates, hut these 
we consider quite close enough for the 
purpose for which they are used. Then 
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for each plan and for each age we 
have prepared a table, which sho 
the number on the assumption thi 
10,000 persons assure at that age, the 
number who. pay premiums year by 
year. 

Q.—That is modified from year to 
year by what you have ascertained 
from lapses? A.—That takes into ac- 
count the mortality rate and the lapse 
rat2 on which this is based. We have 
also here the death claims on that 
same basis, the surrender value charges 
on that same basis, and the total pay- 
ments which would be made out of the 
fund at the end of each year. On the 
other side we have the amounts paid 
into the fund in premiums each year, 
the expenses charged against the fund 
at the beginning of the year. The 
amount is accumulated at 5 per cent. 
up to the end of the year. Then we 
deduct the payments which would be 
made out of the funds at the end of 
that year, and the balance is the fund 
in hand. That fund is divided by the 
number of policyholders surviving in 
that group, and from that we obtain- 
ed the average share of each such 
policy in the fund. 

Q.—Th-t is the method of this ex- 
libit?. ALY es! 

Q.—And in that way you have as 
you say an average, and it is more or 
less accurate, according to the greater 
or less nearness to which wou have 
come in the assumptions you have 
madeP A.—Yes. (Exhibit 640.) 


Q.—Perhaps you would explain this 
document. This is headed ‘‘Rates of 
— A.—This first table is a table pre- 
pared to show the rate of interest ac- 
tually realized year by year on the 
company’s funds. Ln 

Q.—Can you give us some aggre- 
gates from that? A.—I can give you 
the figures for each in that year. 


Q.—What is the highest? This 
runs from what date? A.—From 1884 
to 1905. The highest rate is for the 
year 1888, which is 5.30 per cent. If 
we take into account the profits real- 
ized on investments as well as the 
actual interest the highest rate was 
that for last year, 1905; 6.77. 


Q.—What is the rest of the exhibit? 
A.—The next table is a table which 
shows the general @xpense ratios of 
the company for each year, 1884 to 
1905, made up upon the basis of 
charging ten times the rate on new 
business as is charged on renewals. 


Q.—That, of course, is an assump- 
HO. tOOe ) A G8) 
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Q.—And that may, or may not, be 
accurate? A.—It is the method which 
is generally accepted in Great Bri- 
tain. That is the method which is 
used in Bourne’s directory, for in- 
stance. One of the insurance direc- 
teries that tabulates the returns of 
insurance companies. 

Q.—That is an assumption—and - it 
is an assumption which you make, in 
accordance with the practice which is 
more or less general? A.—Yes, 

Q.—What do you come to next? A. 
—In the next page we have the re- 
serve dividend fund. 

Q.—Is that supposed to be a state- 
ment of the funds you have on hand 
apvlicable to the reserve dividend? A. 
Yes: 

Q.—Of all kinds? A.—Of all kinds 
of policies. This is a Canadian 
branch here by itself. This first page 
shows year by year the amounts paid 
out by the company under reserve 
dividend funds under Canadian polli- 
cies, (Reads from memorandum.) | 

Q.—What is the state of the fund 
now? A.—On the 31st December, 
1905, the total funds to the credit of 
reserve dividend policies amounted to 


$11,610,315.24. 

Q.—Did that include reserves? A. 
—That included reserves. 

Q.—Can you divide the reserves and 
the surplus? A.—I have the surplus 
right here. 

Q.—You gave me the surplus this 
niorning? A.—Yes. 

Q.—You might give it again in this 
connection? A.—The surplus amounts 
tc $1,273.061.85. 

MR. LANGMUIR: Q.—You say 5.7 
was the average for last year? A.— 
Gise 

O.—But without the profit? A.— 
4.65 was the rate for last year. 


Q.—And with profits? A—6.77. 


Q.—That was on actual sales? A.— 
Actual cash received (Exhibit 641). 


_ MR. SHEPLEY: Q.—Then taking 
up the question of the quinquennial 
policies, there is a statement here 
which you will no doubt explain to us, 
which is of a similar kind? A.—This 
is the statement giving examples of 
profits allotted at various divisions of 
policies on the 5 year distribution 
plan. Our method in the case of 5 
year distribution policies, as was ex- 
plained this morning, is to allot the 
profits in proportion to the loadings 
on the premiums, and the interest, in 
proportion to the reserves held against 
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actual results under such policies as 
we paid in various years. 


Q.—Are these samplesP A.—These 
are simply samples. 
Q.—For different ages? A.—Yes, 


and the different plans, life, and life 
20 and endowment 20. 

Q.—Those are the three you have? 
A.—Yes. 

Q.—And this is in conection with 
what is called the Northern business, 
and I am not going to embarrass the 
enquiry by going into the other? A.— 
Yes. 

THOMAS B. MACAULAY, recalled. 
Examination resumed by— 


MR. SHEPLEY: Q.—May I ask you 
a question that is somewhat personal? 
Is the arrangement as to salary that 
you and the President have with the 
company one which ranges over a 
number of years or a yearly arrange- 
ment? A.—It was fixed for a term 
of years. The last year of the term 
will be next year. 

That is in, 1907? .,A:-—Yes. 

Q.—What will the salary be this 
year and next year according to that? 
Will they go up $1,000 each year? A. 
—The President’s salary this year, 
1906, is $19,000. In 1905 it was $18,- 
000,-and in 1907 it will be $20,000. 
After that there is no arrangement. 
My own salary last year was $13,000, 
this year $14,000, next year will be 
$15,000, after that no arrangement. 

Q.—That has been going on since 
1902? A.—Yes. 

Q.—With yearly increases’. ever 
since then of $1,000 each? A.—Ex- 
actly. 

Q.—What position does Dr, Mac- 
aulay occupy? A.—Dr. Macaulay is 
the Manager of the company for 
Eastern Asia, headquarters Shanghai. 

Q.—His remuneration seems to have 
been fixed in some way by commission. 
A.—Solely by commission. 

Q.—Down to 1905 it seems to have 
been a round sum. A.—It was lim- 
ited in 1905 to $12,000. It could not 
exceed that. 

Q.—The arrangement is with him 
that he shall receive commissions, but 
the commissions are not to exceed a 
certain sum of money, is that right? 
A.—Yeés. 

Q.—And he receives commissions 
Sct the whole of that territory? A. 
—Yes. 

Q.—On all the business that is done 
there? A.—Yes. 

Q:—What is his rate of commission 
or does it vary? A.—It varies in dif- 
ferent plans. 
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Q.—Then you have a Board of Di- 
rectors in England? A.—A board of 
trustees. 

Q.—You have cut them down recent- 
ly, I think, or at least they have been 
cut down by death in 1902. You had 
three in 1902 and you have only two 
now. A.—Yes. 

Q.—How is this amount arrived at, 
S022 P0 Al—That! amount. is) 200 
guineas. 

Q.—A year, each of these gentlemen 
getP A.—Yes. ‘ 

Q.—What are their duties? A.—We 
have deposited in Great Britain over 
$500,000 of securities in the Bank of 
Scotland in the name formerly of three 
trustees. The Marquis of Dufferin, 
the Earl of Albemarle and Sir Charles 
Dalrymple. When the Marquis. of 
Dufferin died, we did not fill his place 
and the two remaining trustees con- 
tinued the trust. Their duties are 
merely that of holding that money for 
the benefit of the British policy hold- 
ers. 

Q.—Have you ever given personal 
attention to the proofs of loss you ex- 
act. Don’t you think they might be 
simplified very much? A.—I gave 
attention to them some years ago, but 
I think we have nothing that we should 
not ask, that is not really required. 


Q.—They seme to be very cumber- 
some and long and you ask a very 
great many questions. A.—Well, when 
We are going to pay a lot of money 
we want to be sure that we should 
pay it and that we are paying it to 
the right person. 

Q.—I will point to one or two of 
the questions. Take No. 8. This is 
a question to be asked of the claimant 
and part of it is in italics. When did 
the very first indications of failing 
health show themselves? Had deceased 
any illness previously? If so, give 
details???’ A.—I thought that was un- 
derscored just now. 

Q.—No, that is printed. A.—Well, 
that is when a claim comes in perhaps 
as we every now and again have it, a, 
very few inonths after the man in- 
sured. Then we want to know. We 
ask the person when did the first 
symptoms of that disease show them- 
selves. This man has died of con- 
sumption within three or four or six 
months; when did the first symptoms 
show themselves? 


Q.—‘‘The very first indications of 
failing health??? A.—That is putting 
it as forcibly as possible to get right 
at the facts. It has no bearing at all, 
unless in the case of a claim that arises 
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very shortly after the issue of the pol- 
icy. 
- Q.—It might be a very difficult 
question to answer. A.—They can 
answer it indefinitely and it is of no 
importance unless it be a case 

Q.—They are all of importance. 
They must be of importance. Then 
the question whether he had any ill- 
ness previously and if so give details? 
A.—Just to try and see if the man 
has been committing a 1raud upon the 
company, that is all. Our policies are 
indisputable after two years, so that 
they can answer what they like. We 
only want to know whether it is a 
bona fide case or not. We do not find 
claimants object to that kind of an- 
swering. It is a very simple question 
and very easily answered. 
~ Q.— 6. State all the facts regard- 
ing the causes and circumstances of 
death. If there has been any refer- 
ence to the matter in the public press 
please attach full clippings thereto.’’ 
That is rather a severe requirement? 
A.—Well, the reason for that is, we 
get so many statements just ‘‘Acci- 
dent,’’? ‘‘Killed by car.’? Something of 
that kind, and I myself suggested that 
long ago, if there was anything in the 
newspapers put it in, send it along, 
and they attach any little clipping. 

Q.—You say you do not find that 
people make any complaint? A.—Not 
at all. 

MR. KENT: Apparently nobody 
ever complains of the Sun Life? A. 
—Very few, I am thankful to say, 
Mr. Kent. 

MR. SHEPLEY: Now, Mr. Macau- 
lay, I cannot say that I shall not want 
to examine you again at any time be- 
fore the inquiry is over, but for the 
present I have asked you all the ques- 
tions I desire to ask. 


MR. KENT: There are one or two 
questions I will ask yuu, Mr. Macau- 
lay. I notice that the lapses in your 
cempany are, I may say, something 
extraordinary. In 1904 the lapses ap- 
pear to be $9.000,000. The lapses of 
the Canada Life in the same vear were 
just about half that? A.—Would you 
mind letting me see the figures, Mr. 
Kent. I have here the figures for 
1905, which show the total amount of 
lapses $4.471.000. 

Q.—This is lapses and not taken? 
A.—Oh, that is another story. 

Q.—It seems to me about the same 
thing? A.—Oh, well, Mr. Kent, you 
are not an assurance man or you 
would know there is a difference. Not 
taken policies are those that nothing 
his been paid upon at all. 
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Q.—Well, the lapsed policies were 
four and a half millions; the not 
taken, a trifle over; $4,600,000? A. 
—Yes. i 


Q.—It seemed to me that consider- 
ing that the Canada Life, which we 
will say is the second best company in 
Canada? A.—Hear, hear. 


Q.—Has only policies lapsed of $2,- 
600,000, and not taken of $1,800,000, 
whereas its total insurance in force 
was $101,000,000 against your $85,- 
000,000. There was probably some rea- 
sor. for the lapses and the not taken 
policies in that year. It might be 
something abnormal. I was wonder- 
ing whether that had some connection 
with the rebating proclivities that we 
have heard so much about in the 
course of this inquiry? A.—In the 
first place, Mr. Kent, the proportion 
of not taken policies does not bear 
any relation to the amount of insur- 
ance in force. It must be compared 
with, if compared at all, with the poli- 
cies written. Not with the insurance 
in force at all, and we wrote a very 
great deal more than the Canada Life. 


Q.—You wrote $20,907,000. as against 
their $13,000,000? A.—Exactly, so 
that we ought to have about 60 per 
cent. more than they to be on the 
same footing as them. And the next 
point is that I am not at all sure that 
their svstem is exactly the same as 
ours. We have been in the habit of, 
for instance. including in that any 
policy we-write at all: some compan- 
ies do not; they just drop it out; some 
of the American companies drop it 
cut altogether. JI do not think vou 
can attach much importance to that 
particular item unless vou are sure 
the two companies are doing business 
on exactly the same methods. Here is 
one point of distinction right at once; 
we have a system of assuring under- 
averace lives. If a man applies to 
us for a volicy and we find he has 
considerable consumption in the fam- 
ily we say we will not issue a policy 
at ordinarv terms but we will write 
yor one. subject to a lien as an under- 
average life. We send the policy and 
the agent tries to place it. The man 
savs. ‘No, I am not goings to take it 
with a condition like that.’? The 
policy is returned ‘‘Not taken.’’ The 
Canada Life does not do the same 
amount of under-average husiness that 
we do and that in itself would go a 
long way towards explaining any dif- 
ference. 

Q.—Then we come hack to the ques- 
tion of the policyholder voting. It 
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seems to me that in the conduct of 
the Sun Life business there is nothing 
to be desired as far as the present 
generation is concerned? A.—Thank 
you. 

Q.—If you were immortal I would 
not say anything further about it, 
but in the course of time somebody 
else will assume the management of 
the Sun Life. If, by sound judg- 
ment, hard work and just discrimina- 
tion you have put the Sun Life on 
the pinnacle of a successful company, 
another manager, with other attri- 
butes might just as easily squander 
it. Now, it seems to me that the 
policyholders in your company would 
have no recourse whatever against 
any mismanagement by any of the 
directors or by one of them; they 
would have to sit on the fence and 
just look on while the vessel was be- 
ing wrecked. You seem to fear that 
if the policyholders had a vote that 
they might use that vote to the de- 
triment of the existing manager. 
And in your view to their own de- 
triment. I am perfectly convinced 
that there is nothing in that objec- 
tion. As I said before, one of the 
best companies that we have examin- 
ed was a mutual company; conse- 
quently all the votes were given by 
policyholders. The management has 
not been changed in that company 
and there is no reason to fear that it 
will be as long as the management 
is of the present high standard; and 
I am quite sure that there will never 
be any danger of a man like Mr. 
Macaulay being changed as long as 
he continues to pay better dividends 
to his policyholders than any other 
company, as long as he gives his 
shareholders more than they can get 
anywhere else for the same money. 
It must not be forgotten that the in- 
sured represent $85,000,000. Your 
reserve which you are holding for the 
policyholders to-day is over $19,000,- 
000; put $19.000,000 against your 
$105,000 contributed by your stock- 
holders, and what is it? A mere flea 
bite. This is a case where the tail 
is wagging the dog with a vengeance. 
The directors have done their duty 
nobly; there is no complaint to be 
made against them or any one of 
them; but, I say, with the revolving 
years must come a change in the man- 
agement; who can say whether the 
future management will continue the 
present high standard of your com- 
pany? Who can say that the policy- 
holders are not warranted in asking 
that they shall be permitted to pos- 
sess a certaiy control? Supposing 
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they never will exercise it; I don’t 
suppose that it will be exercised per- 
haps once in 20 years and I would not 
be in favor of it being exercised 
otherwise than personally in any case. 
But I have always maintained that 
it is the duty of every life insurance 
company to give a vote to its policy- 
holders and it seems to me so emin- 
ently just, that it would be a wise 
thing for the Sun Life to take into 
their serious consideration that view, 
because as you have stated, one re- 
sult of this examination will be to 
show to policyholders what they may 
ask in the future. You may depend 
upon it that they will ask that 
amongst other things and it will be 
well if your company is prepared to 
grant it when or even before it is 
asked. I have not dwelt at any con- 
siderable length upon this one thing 
with any other company, because I 
was waiting until we got to yours. 
I should have been very glad if I 
could have seen that your company 
allowed its policyholders to vote. As 
a matter of fact I thought the policy- 
holders did vote in your company. I 
supposed they had been so satisfied 
with the treatment they had received 
so far that they did not think it 
necessary and probably they thought 
they would get all that was coming 
to them without asking? A.—Do you 
wish me to answer, Mr. Kent? 


_Q.— I do not expect that you can 
give me that promise, so it does not 
matter. If you would say that your 
directors were going to grant that 
I would be very glad to know it? A. 
—I cannot let it pass without at least 
thanking you, Mr. Kent, very heart- 
ily, for the very kind way in which 
you have spoken of the management 
of the Sun Life. I can only say that 
aS soOOn as we see any sign whatever 
of a desire on the part of the policy- 
holders to have a vote then we will 
certainly take it into serious consider- 
ation, but at present I see no indi- 
cation whatever of it. We have 
never had,a request from any policy- 
holder so far as I know of. 

Q.—You will have it next week, 
Mr. Macaulay ? 


MR. GEARY: You apparently ag- 
ree, Mr. Macaulay, on the basis of 
this form of profit and loss statement, 
that there has been an important out- 
lay in regard to first year’s business 
in excess of the moneys provided for 
expense in getting that business, tak- 
ing it for granted that this form may 
be wrong or right? -A.—Oh, if you 
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say on the basis of that form all right, 
but I don’t agree to that form. 
Q.—I will confine myself to the 
basis of this form. In this state- 
ment you have taken this basis of 
calculation, that you apply the whole 
of the first year’s premium towards 
the expenses (Mr. Wood answers un- 
til a change is indicated)? A.—yYes. 
Q.—How did you arrive at that, 
that is an arbitrary amount? A.— 
Our expense ratio for some years past 
fluctuated around 100 per cent. 


MR. MACAULAY: And that is 
a usual percentage in many compan- 
ies, including some of the very best.’ 

Q.—There is no comment to make 
on the 10 per cent. renewals and the 
percentage you have taken for mor- 
tality. Now, this statement shows 
that you have taken 10,000 entrants 
and you have no surrender values 
paid during the first year A.—No. 

Q.—Your total claims paid amount 
to $338,825? A.—yYes. 

Q.—Now, getting to the second 
page of the same policy we find that 
you have had payments aggregating 
$213,000 for that year (Mr. Wood 
answers)? A.—Yes. 

Q.—You have deducted the whole’ 
of that for expenses? A.—Yes. 

Q.—Added to this deduction the 
amount you had paid which in that 
year consisted only of death claims 
and you have a deficit then of $33,- 
825 in the first year? “A.—yYes. 

Q.—Your fund then is %3.39 short 
of the amount required at the end 
of the first year to put up the re- 
serveP A.—Yes. 

Q.—And at the end of the second 
year your fund it $10.45 and your 
reserve required is $18.57? A.—Cor- 
rect. 

Q.—You say that it is in this par- 
ticular policv overtaken in the fourth 
year? A.—In the fourth year. 

Q.—When the fund is $43.35 and 
the reserve $38.19. In that particular 
class of policv? A.—yYes. 

MR. MACAULAY: ‘That is about 
the average as. I said once before, 
about four years. 

Q.—Now then the 20 payment life, 
I need not go through the same thing 
with vou again, takes on the average 
according to an extract that has been 
made of this statement, 5 years to 
overtake the reserve (Mr. Macaulay 
answers)? A.—It is overtaken in the 
fourth year. 

Q.—Then take age 35. It is not 
quite overtaken there but is over- 
taken in the 5th year? A.—Very 
shortly after the fourth year. 


6¢ EDWARD VII., A. 1906 


Sun Life Assurance Co. 
(Mr..T. B. Macaulay, Ex’d.) 


Q.—At age 55 it is overtaken some- 
what later (Mr. Wood answers)? A. 
—Yes, Just after the the payment of 
the 5th premium. 

Q.—Then turn up the 20 year en- 
dowment? A.—At age 25 it is over- 
taken just after the 5th year. ‘The 
6th is ahead. As soon as the prem- 
ium due at the end of the 5th year 
is paid it will be overtaken 

Q.—Age 35? A.—Practically the 
same thing. 

Q.—Age 45? You have no example 
for 55? A.—Just about the same 
thing. In the 6th year. 


Q.—Why is it that the two latter 
classes of policies, the 20 payment 
life and endowment policy are that 
much longer in overtaking the re- 
serve? 

MR. MACAULAY answers. Simply 
that they are not loaded quite so 
heavily. The margin of loading is not 
quite sp heavy in those other plans as 
it is properly on the straight life. 

Q.—You are taking still the 100 
per cent. of the premium in each of 
those classes? A.—Yes. 

Q.—From those two policies instead 
of taking your whole 100 per cent. 
should not something be saved from 
the 20 payment life and the endow- 
ment policy? A.—We usually pay the 
same commissions upon 20 payment 
policies of any kind and therefore we 
have treated them all alike. 

Q.—I don’t think it has that effect. 
A.—Yes. 

Q.—You take that much more for 
expense? A.—Yes. 


Q.—Do you remember that in 1886 
and 1887 do you recollect so far as to 
be able to say that this abstract is 
correct (Mr. Wood answers)? <A.— 
That appears to be the rate taken 
from the Manual in use prior to 1904 
at any rate. 

Q.—Have you any comment to make 
in regard to the size of those life and 
dividend paying premiums? A.—In 
what respect? 

Q.—Do they strike you as being at 
that time rather low in those plans, 
the limited payment and straight life 
plan? A.—Of course they were cal- 
culated on an entirely different basis. 


Q.—Were they at that time  par- 
ticularly low? A.—(Mr. Macaulay 
answers) The limited payment plans 
would be more affected by the change 
of the basis of interest than any other 
plan because discount works more 
heavily on them. The rates were all 
low in the early days because of being 
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based on the H.M. 43 per cent. which 
was at that time the Government 
standard. 

Q.—Let us see how far that works 
out? We leave the endowment rate 
alone for a moment. It is not a low 
rate. A—The 10 year endowment was 
high but the 20 year endowment was 
low. 

Q.—You had in regard to that 10 
year endowment or have now on that 
old rate book a note that this class 
of policy is not sought by the com- 
pany? .A.—We have never desired 10 
year endowment policies. 

Q.—What is the reason for that? 
A.—Because we cannot cut the com- 
mission down as low as we would like 
and it runs out in 10 years. We do 
not care for policies that run such a 
short term. We discourage it simply 
because we do not want a policy that 
runs for such a short period and gets 
off the books so quickly. 

Q.—That is an endowment policy? 
A.—Yes. 

Q.—You do not differentiate against 
the 10 payment life? A.—Oh no, be- 
cause that continues on our books. 

Q.—Then in the year book for 1888 
to 1895, which was a subsequent rate 
book do you observe the change im 
your rates at that time, do you see 
the substantial increase in the life 
payment at that time? A.—Yes, and 
not in the endowments. 

Q.—Then there was a decrease as a 
matter pf fact? (A.—On ‘the short 
endowments in those early days when 
we charged $103.90 for the 10 years 
endowment, that was too heavy and 
we changed that. In fact we could- 
n’t do business at all on those rates. 
~ Q.—In regard to the life?’ A.—The 
other ones we increased and of course 
the change in the rate of interest 
affects the short endowments less than 
any other policy. 

Q.—What change in the rate of in- 
terest do you refer to at that time? 
A.—The rate had not changed. We 
had just adjusted it and at the mom- 
ent I cannot remember on what basis 
we readjusted them. I could find out 
but at the moment I don’t remember. 

Q.—Was it an arbitrary division 
finding the others too small? A.— 
No, it was just a change of basis. 

Q.—There was no change in the base 
of reserve? A.—No, I don’t remem- 
ber just why we changed that but it 
is very evident that for a 10 year en- 
dowment the old rates were too high. 

Q.—In the next year, you will ob- 
serve, there was a general increase. 
A.—That was when we changed our 
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basis of reserve to the 4 per cent. 
standard. 

Q.—Had you actually changed them 
at that time? A.—We did change 
them at that time or just about then. 

Q.—That is the explanation, that 
you had changed or were in prepar- 
ation for a change? A.—Precisely. 

Q.—Your values were still given at 
that time on a 43 basis? 

(Mr. Wood answers). No, a 4 per 
cent. basis in 1896, I feel absolutely 
certain, that is my _ recollection, I 
think we reported to the Government 
on a 4 per cent. basis on the 3lst 
December from 1894 or 1895; whether 
we revorted that to the Government 
or not we eertainly valued in our own 
annual report on that basis. That is 
in the annual report furnished to 
shareholders and _ policyholders. 

Q.—You were valuing in your own 
reports on the 4 per cent. basis, were- 
n’t you? A.—Yes. 

Q.—And that accounts for the dif- 
ference you made in the premiums 
then? A.—Yes. 

Q.—Now after 1899, the next 
column there, you had changed or 
were changing. 

(Mr. Macaulay answers). That was 
just a general increase that we 
thought necessary without any change 
in interest. Still on the 4 per cent. 

Q.—And it might be said, an arbi- 
trary increase in rates. (Mr. Wood 
answers). Readjustment of the method 
of loading, 


MR. MACAULAY: And readjust- 
ment of the rates we decided upon be- 
cause we thought it desirable. 

Q.—There is a straight raise of $1 
in life. 

MR. MACAULAY: It would not 
work out like that. It should be a 
change in the basis of calculating 
them altogether. The exact manner is 
explained in all] these blue books and 
the returns. 


MR. WOOD: J think we had a per- 
centage loading only, in these early 
days; when we adopted this basis in 
1898 we adopted the plan of a percent- 
age and a constant. That explains the 
difference. A percentage of the prem- 
ium. 

Q.—That is the first time you had 
adopted that plan? A.—Yes, 

Q.—A percentage and a constant 
I@ading in all cases? A.—yYes. 

Q.—And that was not, you are sure, 
an arbitrary extension of the rates? 
A.—No, certainly not. The full de- 
tails are given in the reports furnished 
to the Commission. In 1900 that was 
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when the new legislation came into 
effect, lst January, 1900, and the rates 
were calculated upon a 33 per cent. 
basis with a loading of a percentage 
for the net premium and a constant. 

Q.—I made a note here which I 
think is borne out. The endowment 
rates were at that time lowered all 
along the line, A.—The 10 and 165 
year endowments seem to be a little 
bit lower. : 

Q.—Can you give me any actuarial 
explanation of your change on these 
endowment rates? A.—These are the 
uniform rates which were adopted by 
about I think, 13 of the Canadian 
companies at the time the new reserve 
basis came into effect. 

Q.—Did you take part in the adop- 
tion and preparation of those rates? 
A.—I think we had something to say 
in conection with them, but we de- 
cided any way to adopt the uniform 
rate, the same rate that was charged 
by the other Canadian companies. 

Q.—Is the same scientific basis I may 
say, adopted in preparing these en- 
dowment premiums as used in this? 
A.—Yes, except that the percentage 
of loading is not quite as high in the 
case of the life and limited payment 
life plans, the percentage is 20 per 
cent. of the premium and a constant 
at $3 per 1000. In the case of the 
10, 15, 20 year endowments the per- 
centage is 173 per cent. and $3. 

Q.—That is in the preparation: of 
those rates that was used? A.—Yes. 

Q.—You will observe that they have 
been reduced first? A.—Yes. 

Q.—Then raised, raised a little more 
and then reduced in the endowment 
class? A.—Yes. 


Q.—Until the preparation of the _ 


rates of 1900 there was no scientific 
basis for the fixing of those endowment 
premiums? A.—EHach company fixed 
them according to its own ideas. What 
it thought it could get. But at that 
time, when the uniform scale was 
adopted we felt practically forced by 
competition to charge the uniform 
rate. 

Q.—That is the point I am getting 
at. Those rates were fixed by the as- 
sociation you have mentioned? A.— 
Yes. 

Q.—And competition forced you to 
come in with them and fix these? A. 
—Yes, we had originally charged @ 
little bit higher rate and we came 
down to the uniform rate. We con- 
sidered it desirable to charge the same 
rate as the principal companies were 
charging. 


6 EDWARD VII., A. 1906. 


Sun Life Assurance Co. 
(Mr. T. B. Macaulay, Ex’d.) 


Q.—If you have a 173 per cent. 
loading plus a constant in the endow- 
ment premiums, and a 20 per cent. 
loading plus a constant in the life 
premium, to call them life to dis- 
tinguish them, then your endowment 
premium is contributing hardly as 
much relatively towards the expense. 
A.—It is a heavier premium, Not as 
high a percentage. 


Q.—Would it be fair to reduce the 
percentage of loading on endowment 
policies so that they should not con- 
tribute so great an allowance for ex- 
penses? A.—What is that again? 

().—To reduce the expense loading on 
endowment policies which would net a 
less sum on these policies. A.—The 
total loading in the policy is not, as 
has been explained to-day, an excess 
provision for expenses, and although 
these premiums were always charged 
previously, of course the profits depend 
upon the loading which is in that 
peer aa so that the matter adjusts 
itself. 


_ Q.—As a matter of fact those load- 
ings are diverted in the first place into 
an expense fund, are they not? A.— 
Nee not put them to any expense 
und. 


Q.—Do you calculate that you have 
that amount for expenses in the first 
instance? A.—We have never, until 
the present gain and loss exhibit was 
required, been in the habit of calculat- 
ing our loadings every year. That is 
the loadings on our total premium. 


Q.—Take the 10 payment life esti- 
mate of 1887 and results of 1901. You 
put in an estimate of $85 and you ac- 
tually realized what amount according 
to that statement? At age 25 your 
estimate was $85 and your actual was 
what? A.—$88. 


Q.—At age 35? A.—$109 estimate 
and $108 actual. 


Q.—At age 55? A.—$190 estimate 
and $188 actual. 


Q.—What would be your comment in 
regard to your estimates for that par- 
ticular period? A.—Simply that as 
far as that particular plan was con- 
cerned that the estimate was a little 
low at the younger ages and a little 
high at the older ages. 

Q.—Take your 10, 15 and 20 year 
policies. For instance this 15 payment 
life policy estimate at 25. A—Ksti- 
mate $1,177. You are only including 
in there the profit, you are not taking 
into account the reserve on the policy? 

Q.—No, just the profit. A.—wWell, 
that is $125. 
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Q.—And at age 35 ? A.—Estimate 
$225. $153. 

Q.—Explain to me why in this par- 

ticular class of policy your actual sur- 
plus has fallen so short of your esti- 
mates, whereas in the other it was, if 
anything, above or at least equal to 
the estimates you made. A.—The 
earliest estimates that were made, 
were a little high, as I have explained, 
because we were calculating on receiv- 
ing a higher rate of interest than we 
actually have received, and further- 
more we were calculating upon a lapse 
ratio which was higher than has ‘ac- 
tually been experienced. That has a 
much greater effect as you can under- 
stand on a long term than on a short 
term policy. 
_ Q.—Was it due to deducting larger 
reserves ? You did deduct in later 
years on a basis of 34 per cent., where- 
as you had been deducting on another 
basis. A.—That did not affect the 
reserved dividend policies, 

Q.—The lessening of comparative es- 
timates was not influenced by that 
change. A.—Not by that, no. 


Q.—I want to refer for a minute to 
the legislation which changed the 
basis of reserves and in which you, 
Mr. Macaulay, were concerned in Ot- 
tawa. You were opposed then to the 
legislation of 1899. 

(Mr. Macaulay now answers.) A.— 
Yes. 

Q.—And fought against it as we re- 
member? A.—Yes. 

Q.—Can you tell me anything about 
the inception of that legislation? A. 
—That is how it originated? 

Q.—YesP A.—Do you mean any- 
thing below the surface 

Q:—Yes? \.A.—I don’t. know much 
of what was below the surface. I 
would not venture to express an opin- 
ion on that point. | 

Q.—I don’t know whether you re- 
member this statement, made by Mr. 
Robertson Macaulay, as a matter of 
fact? A.—Yes? 

Q.—You don’t know anything about 
that yourself? A.—No, personally I 
know nothing about the matter. 


- Q.—You do not altogether agree 
with the, conclusion reached by Mr. 
Robertson Macaulay in that pamphlet, 
that 33} per cent. reserves are an un- 
mitigated evil for policyholders? At 
least you have modified your views in 
regard to that? A.* Mv views have 
not changed at all. as I have explain- 
ed. But changing’ circumstances 
meam that we have to readjust our- 
selves to those altered circumstances 
while retaining absolutely the same 
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views as we then held as to what was 
wise and right at that time. 


Q.—It was advocated in that pamph- 
let or letter you sent out, that for 
15 years a gradual setting aside to 
meet the higher reserves should go on? 
A.—Yes. 

Q.—You have consolidated that into 
six years? A.—Yes. 

Q.—And for these reasons, that you 
found yourselves unable really to cope 
with the circumstances? A.—Oh no, 
we got it into six years simply be- 
cause of the great prosperity of the 
company and the large profits it had 
made on its investments enabled us to 
complete in six years what we origin- 
ally had intended to possibly extend 
over 15. 


Q.—However, the fact remains that 
you have set aside your reserves on a 
24 per cent. basis? A.—We have com- 
plied fully with the law. 


Q.—Are the commissions paid to 
your agents in respect to participating 
and non-participating business the 
same? A.—No, we pay less on non- 
participating than we do on partici- 
pating. But we pay exactly the same 
on quinquennial dividend policies as 
we do on deferred profit policies. 

Q.—Has the fact of their getting 
a lower commission on non-participat- 
ing business the effect of rather pre- 
venting the agents from soliciting 
that class of business? A.—I suppose 
it has some effect in that direction. 
It naturally would have. 


Q.~—What proportion of your busi- 
ness is non-participating? A.—About 
eight per cent., I think, from mem- 
ory 

Q.—While you do not press for that 
particularly, do you instruct your 
agents in any way not to press for 
it? A.—We do nothing in the way of 
instructing the agents except that we 
de not look with equal favor upon 
without profits policies and the re- 
ducing of the commission somewhat 
is.quite enough of a deterrent. The 
principal reason why we reduce the 
commissions on non-participating poli- 
cies is, as I have already shown, that 


_ they as a rule have a keavy mortali- 


ty and it is not as desirable a busi- 
ness as the other. 


Q.—Is that the only reason why it 
is not as desirable a business from the 
standpoint of the management? A.—- 
No, it is not the only reason. There 
is not as large a margin of loading 
and it does not assist in building up 
the surplus to the same extent. 


2986 ROYAL COMMISSION ON 


91st day, October 25, 1906. 


“MR. KENT: I do not remember 
whether Mr. Shepley asked you what 
was the margin of loading on these 
policies? 

MR. GEARY: Mr. Wood just an- 
ewered that question, your Honor. 
They have adopted 20 per cent. plus 
a constant. That is in a statement, 
I think. 20 per cent. loading with a 
constant of $3? A.—That is for with 
profits. 


Q.—Is the loading of the non-profit 
policy the same less the constant? 
A.—On the  non-participating we 
adopted the exact rate which all the 
leading American Companies have 
adopted and for the sake of doing 
away with competition in rates. Those 
premiums are based upon the Ameri- 
can table of mortality with 74 per 
cent. loading, and another 73 per 
cent. upon the life net premium. It 
is the American basis, not the same as 
our own, but we thought it was de- 
sirable, and in fact all the Canadian 
companies have practically come to the 
same basis of having just one set of 
non-participating premium _ practi- 
cally over the continent. 

Q.—Can you tell me that your non- 
participating business pays its way 
in the company? A.—lIt does. 

Q.—So that given two policies of 
the same age and same premium, one 
participating and one non-participat- 
ing, the difference between the prem- 
ium is all applicable for profits. A. 
—I can, if you like, give an exact 
comparison between a_ with profit 
policy and a without profit policy, 
just how it works out in our own com- 
pany, if you choose. 

Q.—I would like that? A.—For 
example take a 20 payment life age 
35 $1,000. 

Q.—I fancy it would be very good 
to have that made in the form of a 
statement. It would not cumber the 
record and would be before the Com- 
mission in the same way? A.—Yes, 
I can do that. I have it right here. 
The premiums we would charge are 
as follows: age 35, 20 payment life 
plan non-participating $30.95. Par- 
ticipating $36.95, a difference of ex- 
actly $6. At the end of the first 5 
years the profit on the basis at pre- 
sent in use by us would be $5.22 per 
annum, reducing the net cost for the 
first five years to $31.73. Still a little 
bit over the non-participating rate. 
$31.73 as against $30.95. By the sec- 
and five years, however, the premium 
would be reduced to $30. 09 partici- 
pating against $30.95 non-participat- 
ing, so that in the second five years the 
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participating policyholder would have 
an advantage to the extent of 86 
cents per annum. The third five years 
the profits would reduce the premium 
to $28.14 for the participating man, 
against $30.95 for the non-participat- 
ing man, so that the with profits man 
would have the advantage to the ex- 
tent of about $2.81 per annum; for the 
fourth five years he would have an 
advantage to the extent of $5.11; and 
for the whole 20 years the participat- 
ing man would have saved $40 in 
premiums and then they would both 
have paid up policies, but the non- 
participating. man would get no fur- 
ther profits while the ~articinating 
man would continue to get profits for 
the rest of his life, estimated for the 
fifth 5 years $43.15; sixth 5 years 
$47.50. This is comparing on the ex- 
act basis of what we are doing now 
throughout. 


Q.—Will you have such a statement 
prepared? A.—yYes. Showing that 
while at the start the without profit 
man gets a little cheaper insurance, 
in the end the with profits man does, 
and very much so. 


MR. KENT, That would all de- 
pend on the company. Those results 
would not be attained by every com- 
pany? A.—Perhaps not. If they 
did not get as good profits as we did 
it would not be. 

Q.—If another company spent its 
profits otherwise the result might be 
quite different? A.—Oh yes, if the 
company did not get as good profits 
as the Sun Life the results would not 
be so good. 

MR. GEARY: Have you yet a spec: 
ial rate for clericals? A.—No. 

Q.—How long did you continue 
that? A.—We have discontinued that 
for a very long time. 

Q.—Have you any other special 
rates P A.—We have special rates 
where we charge extra premiums, but 
no special rates whereby we give lower 
premiums to any class of persons. 
We had a plan for a while by which 
what we call the clergy class, in 
which any clergyman who would ap- 
ply without being canvassed could get 
very cheap rates. We sent %irculars 
to all the clergymen in Canada, Catho- 
lic and Protestant, every denomina- 
tion, and got a mere bagatelle of 
answers. We thought if we offered 
very low rates to these intelligent 
people we would get business, but al- 
though we cut the rates right down 
we did not get business. We had 
to employ agents. 
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MR. KENT: A sort of bargain 
counter business? 
MR. GEARY: Do you ever give 


bargains in rates in special cases? A. 
—wNo. 

Q.—Never give bargains in divi- 
dends? A.—No, we treat everybody 
on exactly the same basis. 

Q.—There have been no cases in 
your memory where any insurer has 
got a preference? A.—No sir, we 
treat everybody on the same basis, no 
distinction. 


Q.—In your report for 1905 you 
show an increase of 5,934 policies in- 
suring $9,000,000 odd. Were those 
all new policies or do you include in 
that bonus additions? 

MR. WOOD: There would be less 
than $100,000 anyway, a very small 
amount last year. 

MR. MACAULAY: Your Honors, 
from what was said yesterday I 
gathered the impression that perhaps 
there might be a tendency to look 
upon our investments in some of these 
Illinois Traction securities as not be- 
ing of the exact nature that a life 
insurance company should invest in. 
I am perfectly satisfied so far as the 
public and the commission are con- 
cerned, with the statement given be- 
fore; but just for the sake of get- 
ting it on record I would like to put 
very briefly a summary of how these 
securities appeal to us and why we 
consider them of a class that any life 
insurance company should be proud 
to have. Take for example the bonds 
of the Danville, Urbana and Cham- 
pagne railway; the first’ of the invest- 
ments in the Illinois Traction com- 
panies. The actual earnings certified 
by the auditors, for 1902 of that com- 
pany were $136,700. That is the vear 
before we took their bonds. After 
deducting all expenses and interest 
charges of everv kind against their 
properties. Now, all that was re- 
quired of additional interest to make 
good the new bonds that we took was 
$54,000. The additional interest 
charge involved by the bonds we took 
was only $54,000. So that there was 
$136,700 already being earned the 
previous year to pay $54,000, so that 


even if there was nothing else obtain-— 


ed from natural increase or from the 
building of the inter-urban railway, 
we already had a revenue that was 
two and a half times the additional 
interest charge. Furthermore in the 
circular of Mr. Christiansen, he went 
up there and brought I don’t just 
know how many persons with him to 
go over the whole of the properties, 
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and his estimates of the replacement 
value of that property, including the 
two terminal properties was $4,000,- 
000, or about a million and a half 
more than the total amount of the 
bonds against all the properties. So 
that not only had we the revenue 
there, but there was a very big mar- 
gin in actual replacement value. So 
I want to make very clear that those 
first bonds were of a character that 
any life insurance company in the 
world might be proud to take. Then 
taking the next one, the Decatur 
Railway and Light. It had a surplus 
in 1903 of $62,200 over all its previous 
charges of every kind and sort what- 
soever. All that was required to pay 
the interest upon the new bonds that 
we took was $30,000, so that it al- 
ready had twice the interest being 
actually earned that was required and 
had in addition the guarantee of all 
the surplus from the Danville, Ur- 
bana and Champagne properties. And 
the combined surplus of the Danville, 
Urbana & Champagne properties and 
the Decatur properties for that year 
were about $162,000 for 1903. Now, 
take the next property that we took 
bonds of; the Illinois Central Traction 
Comparfy ; that was a new proposition 
but we had first mortgtge bonds and 
the guarantee of the Illinois Traction 
Company which had its surplus earn- 
ings of $162,000. Now, 5 per cent. 
upon $1,300,000 only called for $65,- 
000 of more interest; so that if the 
inter-urban railway did not earn a 
cent, there was $162,000 of surplus 
revenue already there to pay $65,000; 
so that it was absolutely safe even if 
the new line did not earn a cent; 
but as a matter of fact it did earn 
the entire year’s interest charges in 
the first eight months operation of 
the road. Now, in regard to the value 
of the guarantee of the Illinois Trac- 
tion Company on bonds. It has sur- 
plus over all the interest charges of 
$700,000. The market value of its 
preferred and common stocks is about 
$6,500,000. Those stocks are owned 
by over 700 shareholders. Very large- 
ly in Canada. In the next place, al- 
though the first of the stocks of the 
Illinois Traction Company, preferred 
stock, was watered; afterwards there 
was a lot of actual cash put into it. 
There was about $1,000,000 of actual 
hard cash put in by selling the pre- 
ferred stock at 873. £5 and 100, so 
that it is not all water; it was at the 
start; the first issue; but afterwards 
there was a million of hard cash put 
in and in addition to that another 
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million of surplus earnings put in, so’ 


that alreaay there has been $2,VUU,- 
UUU or actual hard cash turned into 
that property and trom poUU,UU0 to 
$OUU,UUU 1s being put in. Aud it will 
be p/UU,UUU prubably next year, so 
that the surpius earnings are being 
turned back into improvements al 
along. ‘then two other little points. 
As to municipal ownership. Keally 
we do not care whether municipal 
ownership comes or not. It cannot 
come in the United States at any 
rate, without full compensation, and 
not merely compensation for actual 
cost but tor the road as a running 
concern, and it they pay that we are 
satistied. Municipal ownership on 
such terms as that would have no 
terrors for us at all. We would be 
sure to get a very large protit. Phen 
in regard to control. While I em- 
phasize the fact that control is very 
desirable, 1 mean that it is desirable 
from the standpoint of the prosperity 
ot the company but I do not mean 
that we ourselves must always con- 
trol. lf we are associated with people 
like the Bank of Montreal or other 
first-class people we are quite satis- 
fied. We don’t need to control it as 
long as people in whom we have ea- 
tire contidence control it. And an- 
other point is this; our experience 
shows—has proved to us conclusively 
that if we get first mortgage bonds, 
or mortgage bonds, whether first mort- 
gage or not, that we are sate in al- 
most every instance, whether we have 
or have not control A man may 
make trouble—bad management may 
make trouble, by which the stock may 
not become as valuable and it is not 
safe to take unsecured bonds or pre- 
ferred or common stock unless they 
have been paying dividends or unléss 
you have the control, but if you have 
mortgage bonds you may not make 
much out of your bonus stock but you 
are sure to be safe. I think our ex- 
perience with the Appleyard proper- 
ties is very emphatic. The bonds we 
have there were all mortgage bonds. 
There were mortgage bonds on those 
properties and they went through a 
foreclosure and those bonds were not 
even disturbed. The properties were 
sold subject to the mortgage bonds. 
Now, if there is anything that would 
go far towards proving that mort- 
gage bonds—I don’t mean necessarily 
first mortgage bonds, but mortgage 
bonds of any kiwd are good and should 
not be disturbed, then that Appleyard 
experience, I think, proves it. I can- 
not impose upon your Honors by go- 
ing into this question of what I would 
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recommend in regard to investing 
powers, but I will say this much that 
I do feel very strongly that’any re- 
strictions in regard to mortgage bonds 
would be very unwise. I think a rea- 
sonable restriction in regard to un- 
secured bonds—that bonds should only 
be taken of a company that has say 
earned and paid 4 per cent. for two 
years, and in like manner that pre- 
ferred stocks should only be taken of 
a company that has earned and paid 
dividends of 4 per cent. for two years, 
common stock something of the same 
kind—I do not object to restrictions 
of that kind, but any restrictions on 
bonds carrying mortgage would, I 
think, be highly unwise. I thank you 
very much, gentlemen, for your atten- 
tion. 

MR. SHEPLEY: Mr. Macaulay has 
been good neough to give me some of 
his views, in writing, on this subject 
and I have told him that the views 
he has given me in writing will be 
treated just the same as, if stated in 
the witness box and it will give us a 
great deal of pleasure to have those 
views before us. I have only one 
question to ask, Mr. Macaulay: do 
you think it was of you that the good 
book spoke when it said that Eph- 
raim was joined to his idols? You 
will come back to the Traction. Then 
your Honors, of course, pro forma 
the examination into the affairs of 
the Sun Life is still open, but sub- 
ject to some emergency I do not pro- 
pose to carry the examination any 
further. 

JUDGE MacTAVISH: Then to- 
morrow morning, what will be ready? 

MR. TILLEY: The Roval Victoria 
will be ready to-morrow morning. 

JUDGE MacTAVISH: Shall we 
meet at 10 o’clock instead of half-past 
ten, as it is the last day of the week? 
We will adjourn until 10 o’clock to- 
morrow morning. 

(At 5 p.m. on Thursday, 25th Oc- 
tober, adjourned to 10 a.m. on Fri- 
day, 26th October, 1906.) 


NINETY-SECOND DAY. 
MORNING SESSION. 
Montreal, October 26th, 1906. 


ROYAL VICTORIA LIFE INSUR- 
ANCE COMPANY. 


MR. TILLEY: I will commence 
with the Royal Victoria Life Insur- 
ance Company this morning and I will 
call Mr. Burke. 
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MR. TILLEY: Q.—What position 
do you occupy in the Royal Victoria 
Insurance Company? A.—I am the 
general manager and a member of the 
Board of Directors. 


Q.—And have you occupied this po- 
sition ever since the company was or- 
ganized? <A,—Yes. 


Q.—Did you organize the company? 
A.—I did. 

Q.—That was in the year 1897? A. 
—Yes. 

Q.—You got a charter? A.—Yes. 

Q.—Prior to 1897 what business had 
you been engaged in? A.—lLife in- 
surance since 1869. 

Q.—For what company prior to 
18972 <A.—The New York Life In- 
surance Company. 

Q.—In what position in connection 
with that company? A.—I was for- 
merly manager in Ontario, and from 
1883 to 1897 genera] manager for Can- 
ada, also a trustee. 

Q.—Was the idea of organizing this 
company entirely your own, or was it 
suggested by any others who after- 
wards became incorporators? A.—The 
idea eminated entirely with myself. 

Q.—You thought at that time there 
was room for another company, did 
you? A.—TI did. 

Q.—Then with what members of the 
company or persons who became mem- 
bers on the incorporation, did you dis- 
cuss the matter principally? A.— 
With the late Mr. A. F. Gault, with 
Mr. James Crathern, the president, 
with Senator Forget, and Senator Mc- 
Kay particularly. 

Q.—Those were the ones that you 
sought to interest in the first place? 
A.—Yes. 


Q.—Can you say what inducements 
you were at that time able to hold 
out to these gentlemen to bring them 
into this company? A.—Well, my ex- 
perience, and the large and promising 
future of the country, and the fact 
that there were not so many compan- 
ies, Canadian companies, as_ later, 
there seemed to be room for a com- 
pany, especially in this province. 

Q.—In 1897—that was prior to the 
rush for charters that took place later 
on? A.-— Yes: 

Q.—And you thought at that time 
there would be a good investment de- 
rived from taking stock in a new-in- 
surance company? A.—Yes. 

Q.—Was that the only inducement 
you were able to hold out to them, 
or were there any other inducements 
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of a personal character? A.—None 
whatever. 

Q.—Not to any of them? A.— 
None. 

Q.—Did you discuss with any of 
them the advantages that might ac- 
crue to them as distinct from other 
shareholders who would just own 
stock in the company? A.—No. 

Q.—By way of a company to loan 
to any of these parties? A.—Nothing 
of the kind. 

Q.—That was never discussed at all? 
A.—Never discussed. 

Q.—Well, then, have you a copy of 
the act here in pamphlet form? A. 
—Yes. Here it is. 


Q.—Have you other copies of this? 
A.—Yes, 


MR. TILLEY: I will put in a copy 
of the charter which will be exhibit 
645. 

Q.—Will you just say, Mr. Burke, 
who the parties were that became the 
incorporators along with yourself? A. 
—Andrew Frederick Gault and James 
Crathern, Montreal, Sir Joseph 
Adolphe Chaplean, Quebec. Hon. 
James O’Brien, Thomas G. Roddick, 
Robert McKay, Jonathan Hodgson, 
Hon. LL. J. Forget, Samuel Findley, 
and John Cassile. 


Q.—And yourself? \A.—Yes. 

Q.—You formed the first members 
of the company? A.—Yes. 

Q.—Then just to have it on the re- 
cord in the same place. would you 
give me a list of the present direc- 
ters of the company? A.—James 
C)athern. presidei.t— 


JUDGE MacTAVISH: Q.—Have 
deaths occurred? A.—Some deaths 
have’ occurred. James Crathern, 


president; Honorable Robert McKay, 
Hon. L. J. Forget, Vice-nresidents; 
H. N. Bate, Ottawa; Jonathan Hodg- 
son. of Montreal: Doctor T. G. Rod- 
dick, Montreal: Charles F. Smith, 
Montreal; George Caverhi!l. of Mon- 
treal: Gaspard Lemoine, Quebec. 

MR TILLEY: O.—Does that com- 
plete it? A.—I think so—and David 
Merrice. of Montreal. 

Q.—And the persons who were ori- 
sinal directors so far as they are in 
the list of 1906 have continued to be 
directors from the organization of the 
companv down to date? A.—Yes.. 

Q.—Thev have not dropned out and 
been re-appointed? A.—No, except 
by death. 

Q.—Besides the Board of Directors 
what committees have you? A —Only 
one, the executive committee. 
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Q.—What are the functions of that 
committee? A.—They are supposed to 
meet once every month, and_ the 
Boards meets every three months. 

Q.—That is covered is it, by by-law 
No. 7? A.—Yes. 

Q.—And that by-law governing the 
duties of executive was amended in 
1903 at the Board meeting of Jan- 
uary 12th, and approved at the share- 
holders’ Meeting on March 25th, 
1903? A.—Yes. 


Q.—I will read that clause and 
that will describe their duties. The 
clause ‘‘The Board shall from among 
their number appoint a committee 
who, together with the president, vice 
presidents, and general manager of 
the company shall constitute the exe- 
cutive committee, five of such com- 
mittee shall be a quorum. The ex- 
cutive committee shall meet at the 
head office at least once in each month, 
and shall advise with respect to ex- 
penditures not specifically authorized 
by the Board and the investments of 
the fund of the company. It shall be 
the duty of the officers to consult and 
advise with the committee on all the 
important financial affairs and other 
business of the company. The exe- 
cutive committee shall deal with all 
such matters as will from time to 
time be delegated to it from _ the 
Board. It shall report to the Board 
at the reoular quarterly meetine.’’ 
That is the by-law that governs the 
executive committee? A.—Yes. 

Q.—Would you give us the names 
of the persons who now form the exe- 
cutive committee? A.—James Crath- 
ern, Hon. L. J. Forget, Hon. Robert 
Mackay, Jonathan Hodgson, Gaspard 
Lemoine, David Morrice, Doctor T. G. 
Roddick, Charles F. Smith, and David 
Burke. 

Q.—And have these been the mem- 
bers since the committee was ap- 
pointed? A.—The committee is re- 
appointed after each annual meeting. 

Q.—Is the personnel changed much? 
A.—Not much, excepting where 
deaths have occurred. Our executive 
committee is composed of the Mon- 
treal members of the Board and one 
member of the Board living in Que- 
bec, for convenience. 

Q.—So that is the rule, that all 
Montreal members of the directorate 
are on the executive committee and 
then one membr in Quebec? A.—Yes. 

Q.—Then just to complete that part 
of the subject, here, have you any 
other Boards called Local Boards? A. 
We had when the company was first 
started. 
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Q.—Have you now? A.—They have 
not been kept up. 

Q.—Well now, what was the nature 
of the local board that vou had at the 
commencement of your business? A.— 
They were intended to be purely ad- 
visory in case of necessity. 

Q.—Were they provincial boards A. 
—At larger centres of population they 
would probably be considered provin- 
cial boards. 

Q.—They were more for the pur- 
pose of interesting prominent local 
persons in the company? A.—Yes, 
and as a reference, in case any one 
should desire to enquire as to the 
company, or the men that were behind 
it. 

Q.—What benefits could they give 
the company in the way of assisting 
it in its business? A.—In some cases 
material benefit where they took an 
interest in the company, being stock- 
holders. 

Q.—Did they have regular meet- 
ings? A.—Not very frequently, a 
couple of times a year probably. 

Q.—Were they paid fees? A.—We 
paid them $5.00 for each meeting— 
$5.00 a piece for each meeting. 

Q.—And when were they discon- 
tinued? A.—Well they have _ not 
been discontinued. The Boards are 
supposed to still exist, but we have 
not called meetings nor required to 
consult them as a body for the last 
two or three years. | 

Q.—Have you been paying them any 
during that time? A.—None_ what- 
ever. ; 

Q.—They simply have not been 
called inP A.—No. | 

Q.—How many members are there 
in existence at the present tmieP A.— 
One in Winnipeg, and I may say that 
our Toronto Board still exists, but we 
have not called them together, for two 
or three years. 

Q.—Any others besides Winnipeg 
and Toronto? A.—There is a board 
in Halifax, but two of the members 
I think are dead, so there is only one 
remaining. 

Q.—You do not regard these boards 
as being any factor in your organiza- 
tion at the present time? A.—Not in 
administration. 

Q.—And it is not your intention to 
revive them or to continue that fea- 
ture? A.—That I could hardly say. 
It might be found necessary. 

Q.—Are these what you call in the 
minutes the Boards of local reference? 
A.—Boards of local reference would 
be the term. 
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Q.—And they were brought into ex- 
istence on February 10th 1898? A.—I 
think so. 

Q.—On February 10th it was re- 
ferred to the next meeting and then 
on March 10th the resolution was 
passed appointing these local boards, 
the duties seem to be to confer and 
advise as to the best means of ex- 
panding the business of the company 
iu the territory embraced within the 
jurisdiction and also in any other 
matters pertaining to the company’s 
business, and interest, which may be 
submitted to them for advise by the 
Board of Directors vor the general 
managers? A.—Yes. 

Q.—Did they keep minutes? A.— 
They might have kept memoranda I 
do not know of any particular min- 
utes. ; 

Q.—The resoultion I see provides 
that minutes of all meetings of local 
boards shall. be kept and_ certified 
copies sent to the head office. Was 
that done? A.—In some cases pro- 
bably it was. 

Q.—But it was not,— A.—Unless it 
was something important I do not 
think it was asked for or required. 
’Q.—Then you have no book now that 
contains a record of the acts of the 
local Boards? A.—None. 

Q.—And it simply falls into disuse 
as vou have said? A.—Yes. 

Q.—Do you continue to advertise 
them? A.—Not recently. 

Q.—When did you cease, doing so? 
A.—Probably three years ago or four 
years ago. ; 

Q.—Can you say why you did that? 
A.—No, excepting that in our prospec- 
tus, we probably reduced the size of 
our prospectus, and put our general 
board instead of the local boards. 

Q.—In your prospectusP A.—Yes. 

Q.—Then the capital stock author- 
ized by your Act of incorporation was 
a million dollars? A.—Yes. 

Q.—And that is now all subscribed ? 
A-—Yes: 

Q.—And a call of 20 per cent., being 
the initial call, has been paid? A.— 
Yes. 

Q.—No premium was paid on your 
stock? A.—None. 

Q.—I suppose at that’ time that 
method of bringing surplus funds into 
the company which would not be treat- 
ed as capital, had not been heard of? 
A No, 1t.was, not, in use: 

Q.—Did you know at the time you 
organized the company that there 
would be necessarily an impairment of 
capital? A.—I did. 


Royal Victoria Life Ins. Co. 
(D. Burke, Ex’d.) 


Q.—Did you form any opinion as 
to how long that impairment would 
exist? A.—I calculated on the full 
reserves being’ restored under all plans 
within ten years, At that time the 
basis of reserve valuation was not so 
stringent as now. 

Q.—You mean the interest r&te was 
higher ? A.—The interest rate was 
higher. 

Q.—At that time it was four and a 
half per cent? A.—Yes. 

Q.—And in any other respect, do 
you say the reserve requirement was 
not so stringent? A.—No. I think 
the chief difference was in the rate of 
interest employed. Another reason 
was that the co™ of the buisness was 
not so great then as now. 

Q.—The cost of obtaining business ? 
A. Yes, 

Q.—The commissions that you had 
to pay? A.—Yes, the commissions and 
other incidental expenses were not so 
great. 

Q.—These were .two factors that 
would account for some of the disap- 
pointment to you in the length of time 
it would take to get back your im- 
pairment ?P A.—Yes, very material 
factors. 

Q.—Are there any other factors, or 
does that exhaust them all? A.—No, 
it does not exhaust them all. The im- 
pairment of itself I consider has been 
a factor of at least 10 per cent. in the 
cost of obtaining business. 

Q.—You mean now that the fact 
that you had to show an impairment 
has increased the cost of getting busi- 
ness to you? A.—Yes, at least 10 per 
cent. 

Q.—And thereby increased the bur- 
den and deferred the time when the 
impairment would be made good? A. 
—Yes, and the number of companies— 

Q.—Of course that was a feature 
that was present to your mind at the 
time, that showing an impairment 
would cause you to pay more for your 
business? A.—Yes, but the competi- 
tion on account of the number of com- 
panies in business that have come in 
the field since then, has added very 
much to the cost of getting the busi- 
ness. 

Q.—That comes back to the other 
point you have mentioned? A.—The 
two tocether. 

Q.—Does that exhaust all the mat- 
ters that are present.in your mind as 
accounting for the more deferred date 
for getting your impairment made 
good? A.—There is another factor; 
our mortality has been somewhat larg- 
er than we anticipated. 
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Q.—We will come to that later. Is 
there any other factor? A.—There is 
no other material factor, excepting 
that the impairment of itself has re- 
duced our interest earnings on our 
capital. 

Q.—Why? A.—Because the capital 
has been drawn upon to maintain the 
reserve’on a higher standard. 

Q.—Of course you had the funds, you 
had the same funds in your hand. You 
just had to treat it as a reserve? A. 
—No, our impairment is a depletion 
of actual funds for investment. 


Q.—Why is that? A.—Because if 
we had maintatined our paid up cap- 
ital intact, we would have had the 
difference between that and our re- 
maining capital earning interest. 

Q.—You say that the result has been 
to take actual moneys from the com- 
pany which it would have had for the 
purpose of investment? A.—True. 

Q.—By reason of the higher expen- 
diture of business? A.—Yes. 

Q.—Otherwise than in some outgo- 
ing such as that, you have had the 
moneys in your possession, but they 
have had to be treated as a liability 
and called reserve; they have been 
there to invest though? A.—Well, 
our capital is less for investment 
than it was at the start. 

Q.—The moneys you had in hand to 
invest by reason of the matters you 
have spoken of are less than you would 
have had, or would have expected to 
have had? A.—Yes. 

Q.—What length of time did you an- 
ticipate would be required when you 
were promoting the company and en- 
deavoring to interest capital? A.—I 
‘considered that it would take ten 
years. 

Q.—That is if the company was in- 
corporated in 1897 and carried on bus- 
iness until 1907, that then your im- 
pairment would be made good? A.— 
Would be made good under ordinary 
conditions. 

Q.—Did you so advise persons who 
were investing or proposing to invest 
money? A.—Where the question came 
up 

Q.—That was not a matter raised by 
vou? A.—It was not a matter raised 
by me, but where the question came 
up in every case I pointed out that 
it would take some years before there 
would be a dividend paid. 

Q.—Can you say from memory that 
you at any time spoke of ten years as 
being the probable length of time? A. 
—I do not know as I could mention the 
individual case. but that was the trend 
of my explanation. 
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Q.—That was what was in your mind 
at any rateP A.—Yes. 

Q.—And no longer period? A.—I 
did not anticipate any longer period. 

Q.—Did you hope that it might be 
shorter? A.—I did. 

Q.—How short a time did you feel 
you might require in your most sang- 
uine moment? A.—Well I never felt 
safe in naming any definite period. 

Q.—Without naming a period I 
would like to know just how quickly 
you thought would be able to get the 
impairment made good under favor- 
able conditions? A.—Well under very 
favorable conditions it might have 
good in two or three years. 


Q.—Was there not a period of about 
three years more in your mind at that 
time, than ten years? A.—wNo. 

Q.—Did you issue any printed pros- . 
pectus when you were selling your 
stock? A.—We did. 

Q.—Have you a copy of that? A.— 
I am not sure if I have a copy. J 
think I have a copy in the office. Prob- 
ably we might find a copy, but I made 
no reference to—— 

Q.—Probably you can telephone or 
send for it? A.—Yes I will. 

Q.—Then leaving that for the pres- 
ent, you were required under the Act 
to have a certain percentage of your 
stock subscribed. You were required 
to have $350,000 of stock subscribed 
before you could call your first meet- 
ing fA. Ves. 

Q.—And on that $350,000 a sum of 
$70,000 was required to be paid in? 
A.—Yes. 

Q.—And that would be paid in be- 
fore the meeting was held? Was that 
done? A.—Yes. 

Q.—Paid in to a chartered bank? 
A.—It was. 

Q.—By moneys received from share- 
holders? A.—Yes. 

Q.—Or by discounting of notes? A. 
—Never discounted a note. 


Q.—So that there was no accommo- 
dation received from the bank in con- 
nection with the moneys that were 
there to your credit? A.—None what- 
ever. 

Q.—It was moneys received by way 
of cash payment from the shareholders 
made to the Company on account of 
their stockP A.—Yes. _I have some 
notes here on the subject. The first 
meeting of the Provisional directors 
held June 17th, 1897, a call of 20 per 
cent. was made on subscribed capital 
on that date. The second meeting of 
the provisional directors held July 
21st, 1897, and a copy of the by-laws 
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was submitted and authority given to 
purchase $56,300 of stock, and the 
first meeting of shareholders was held 
August 4th, and the Chairman report- 
ed $500,000 of the stock subscribed 
and $90,700 paid in, and the by-laws 
were then approved, 


Q.—You say that that section was 
literally complied with? A.—Fully 
complied with. 

Q.—And so would the section No. 6 
be complied with, which required you 
to have $70,000 paid in, and each 
shareholder to have paid in not less 
than 10 per cent. on the amount sub- 
scribed before the Company could 
carry on business? A.—Yes. 

Q.—That was true with respect to 
each shareholder, was it? A.—So far 
as I remember. ; 

Q.—And so far as you remember 
now, it was paid in by each share- 

holder in cash? A.—TIn cash. 
- Q.—Not by the giving of a promis- 
sory note? A.—None whatever. 

Q.—Did you take notes for pay- 
ments on stock at allP A.—No, I do 
not know of a case. 

Q.—Has there been at any time a 
contral of the stock of your company 
in the hands of any one person or any 
group of persons who are brought to- 
gether by any common interest in your 
companv? A.—No. 

Q.—Do the directors control it? 
A.—No. 

Q.—There is no group of persons 
that exercise or could éxercise control 
of your company? A.—None what- 
ever. 

Q.—The stock is scattered just as 
appears in your share list? A.—Scat- 
tered among about 300 subscribers. 

Q.—Holding in small lots? A.—TI 
think the directors hold about $130,- 
000,—the directors personally and 
their immediate connections. 

Q.—Do you get any proxies in favor 
of directors for the annual meet- 
ings? A.—We did at first, but we 
never asked for them since. 

Q.—Is this the form that you used 
at that time? A.—Yes. (Exhibit 
646). 

Q.—When you sent out this form 
to be completed by the shareholder, 
that would be just before the an- 
nual meeting? A.—Refore the first 
stockholders meeting if I remember 
correctly. 

Q.—And again before the second 
stockholders meeting? A.—Only to 
those who had subscribed to the later 
issue of stock. 

Q.—Having once obtained the proxy 
signed, from a_ shareholder, you 
would treat that as being in force 
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until it was withdrawn I supposeP 
A.—Yes. i 

Q.—And then new _ shareholders 
would receive forms to be completed 
for the first annual meeting? A.— 
Not where the stock had been trans- 
ferred, only in the first subscription. 

Q.—Only in the early subscription? 
A.—Yes. 

Q.—Did you fill in the name of any- 
person here as the proxy? A.—In 
some cases I filled in the name of 
Mr. A. F. Gault, Mr. James Grath- 
ern, and my own name, 

Q.—You say you did that in some 
cases? A.—In fact I want to cor- 
rect it. I do not remember having 
filled in the names, but suggested it 
to the shareholder. 

Q.—By letter probably? A.—Yes, 
but left it to their option. 

Q.—And then at the time you 
would send out the form to be com- 
pleted you would enclose a letter? 
A.—Yes. 

Q.—And suggest these three names? 
A.—If they liked. 

Q.—But these names were never 
filled in before it reached them? A. 
—Not to my remembrance, because a 
number of them came back with a 
single director, or perhaps another 
stockholder. 

Q.—Can you say how many proxies 
you have now? A.—The proxies in 
force represent about $400,000 of the 
stock. 

Q.—That would be in addition to 
the directors stock, because they would 
not sign proxies? A.—Some of them 
did—at least they were not at the 
meeting. 

Q.—Taking the $400,000 of proxies, 


how many of those are in your favor, 


either alone or with others? A.— 
Not more than two or three cases 
only. The majority are Mr. Gault, 
Mr. Grathern and my own. 

Q.—Is it fair to say that substan- 
tially the whole proxy would be re- 
presented by yourself or Mr. Gault or 
Mr. Grathern under these proxies? 
A.—Only about two-thirds of the 
proxies would be in Mr. Gault and 
Mr. Crathern and my name. 

Q.—How would the other be? A.— 
Some of them are payable to the in- 
dividual directors. 

Q.—In favor of, you mean, not pay- 
able? A.—yYes, in favor of. 

Q.—Some other director? A.—Yes. 

Q.—Well then, the directors I sup- 
pose to-day, with their own voting 
power, and the voting power that is 
given to them by these proxies con- 
trol the situation, unless the proxies 
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are withdrawn? A.—I do not think 
they would control the majority of 
the stock. They might at the meet- 
ing. 

Q.—But the vote? A.—They might 
at the meeting. 

Q.—You think they would? A.— 
Yes, I think probably they would. 

Q.—Then what part do the policy- 
holders take in your annual meeting, 
if any? A.—None. 

Q.—I see that there is provision in 
your Act under section 16 whereby 
the company may agree to give to 
holders of participating policies the 
right to attend and vote in person 
at all general meetings of the com- 
pany? A.—Yes. 

Q.—And if the company so deter- 
mines, the participating policyholders 
shall be members and entitled to at- 
tend and vote in person, except sat 
the meetings called to increase the 
capital stock, and then it is expressly 
stipulated that they shall not be en- 
titled to vote either in confirmation 
or against the confirmation of any 
by-law to increase the stock, and each 
participating policyholder for a sum 
not less than $1,000 has a vote for 
each $1,000? A.—Yes. 

Q.—That is if the company go de- 
termines? A.—Yes: 

Q.—You say the company has never 
pursuant to that section passed any 
by-law or resolution, giving the pol- 
icyholders a right to vote? A.—wNo. 

Q.—Has the matter ever been dis- 
cussed? A.—No. 

Q.—Never came up for considera- 
tion at all? A.—No. 

Q.—Do you remember why that 
clause was put in the Act if it was 
not then thought it might be bene- 
ficial to have them voting? Ai] 
thought it might be a matter for con- 
sideration when the company would 
grow larger, and by having it in the 
original charter it would avoid the 
necessity of going to parliament for 
any amendment. nae 

Q.—But you. had the opinion that 
for a young company, it was better 
that the policyholders should not 
vote? A.—Yes, because in a younger 
company the stockholders interest are 
paramount. j 

Q.—You thought that possibly when 
the policyholders interest would be- 
come larger, or as large as the share- 
holders interest, that then they 
should be given some franchise? A. 
—I would be in favor of that, a 
limited franchise. 

Q.—Was it your idea that for a 
young company it was better that 
there should be the control, whether 
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by proxy vote or in any other way, 
that there should be the control by 
the directors and the persons who had 
organized the company? A.—Yes. 

Q.—I suppose it is fair to say that 
you organized the company with the 
intention of becoming its manager? 
A.—I did. 

Q.—And you intended that in the 
early years of the company at any 
rate, that that position should be 
reasonably assured? A.—Yes. 

Q.—Have you a contract with the 
company? A.—No contract, except- 
ing by resolution of the Board. 

Q.—Where is that resolution? A. 
—Minute No. 5 of the meeting of 
August 11th, 1897. 

Q.—Would you read it? A.—My 
notes are an abbreviation. 

Q.—Well if it correctly states the 
minute, all right. The minute reads 
“The following head office salaries 
were then fixed by the Board as fol- 
lows: Medical director $600, per an- 
num. from August 1897; Treasurer 
and Acting Secretary Mr. Hodgson, 
$1,800, from August Ist 1897 with an 
allowance of $300, for services ren- 
dered un to that date. General Man- 
ager David Burke, $5,000, per annum, 
salary to begin May Ist, 1897. ‘‘Is 
that all the reference there is to your 
salary? A.—That is all the reference. 

Q.—And there was no arrangement 
whereby you were to have a term of 
service for the company? A.—None. 

Q.—But in the way that you have 
said, you know that the directors 
were in control of the situation? A.— 
Oh, I left it to the Board of Directors. 

Q.—That would be the fact, that 
your arrangement could be made com- 
pletely with the Board of Directors 
at any time, as they fully controlled 
the situation? A.—Yes. 

Q.—Then has your salary remained 
at $5,000. down to this date? A.— 
It remains the same to-day. 

@.—And the medical director the 
same? A.—The same. 

Q.—And the treasurer and acting 
secretary? A.—The treasurer and 
acting secretary then appointed, 
severed his connection with us about 
three years ago. 

Q.—In the year 1902 apparently? 
A.—Yes. ; 

Q.—Down to that time the salary 
Se gy the same $1,800? <A.— 

es 

Q.—And he was paid $900, in the 
year 1902, indicatine he was there six 
months? A.—Yes. 

Q.—Then Mr. Hole was appointed 
treasurer at $1,500? A.—yYes. 
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Q.—-And the next year $1,600? A. 
—Yes. 

Q.—And last year $1,700? A.— 
And it remains the same $1, 700. 

Q.—Then just - to complete that 
phase of it there, what remuneration 
did the directors receive? A.—They 
received I think for four years, dat- 
ing four years back $2,000 among 
them. 

Q.—And that is all the remunera- 
tion paid to the president and the di- 
rectors? A.—Two years ago there 
was an extra $200 incurred. 

Q.—That is 1905? A.—yYes. They 
received none for last year. 

Q.—That is to say 1905 would be 
payable with respect to the year 1904? 
A.—Yes. 

_Q.—It is voted at the beginning of 
each year for the previous years’ 
services, is that is? A.—I think so. 

Q.—Then for the year 1905, what 
has been voted in this year? A.— 
Nothing. 

Q.—Has it been decided not to vote 
an-thing? A.—The question has not 
come up. 

Q.—Has there not been time for it 
to come up? A.—About time, but it 
has not come up in any form. 

Q.—Has the company any _ head 
office rremises belonging to it? A.— 
None. 

Q.—It rents the head office accom- 
modation? A.—Yes. 

Q.—Then in 1897 the amount of the 
subscribed capital at the end of the 
year, according to your return, was 
$683,100 and the amount paid up 
$128,620P A.—Yes. 

Q.—I should like to put in this 
statement prepared showing the pro- 
gress of the company (Exhibit 647) 
and I would like you to verify it so 
far as you can. That shows the sub- 
- scribed capital and the paid up cap- 
ital for 1897 and it indicates the in- 
come for both capital and on prem- 
ium account—that is the insurance 
premiums I mean—it gives the dis- 
bursements, sets out the assets and 
liabilities and the results, and im- 
pairment at the end— I suppose that 
was a broken year of business? A.— 
Yes. 

Q.—Of $7.919.42, is that correct? 
AL think 50. 

Q.—And the amount of insurance in 
force at the end of that broken year 
was $242,500? A.—Yes. 

Q.—Then in 1898 the whole of the 
capital stock had been subscribed, and 
the full twentv per cent. had been 
paid in? A.—Yes. 
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Q.—Then at the end of that year 
the impairment had increased to $27,- 
164.10? A.—That seems correct. 


Q.—In the list of assets appears the 
item sundries $2,970. Can you tell 
me what that represents? That is in 
the year 1898? A.—Probably office 
furniture, as the item does not ap- 
pear. 

Q.—The item does not appear here 
under that name? A.—wNo. 

Q.—It does appear in the next 
year? A.—Yes. 


Q.—So that I suppose that is what 
the item would be? A.—Yes. 


Q.—What has been your action with 
respect to the item of office furniture 
in your account? Do you take it in 
at its full value—not full value, but 
at the full amount paid for it? 1) aos 
We take it in at the full amount paid 
for it, and write off at the end of 
each year. 

Q.—How much? 
per cent. 

Q.—Increasing the amount each 
year by additions to the office furni- 
ture, and decreasing it at the end of 
the year by five to ten per cent. off 
the whole? A.—Yes. 

Q.—I suppose if it were not for the 
keeping up of reserves, probably the 
item furniture would not appear in 
your balance sheet at all? A.—To 
some extent it is worth something. 

Q.—But it is probably not as an 
asset worth’the amount that it is 
taken in at if you had to dispose of 
it? A.—dAs a general rule that would 
be correct. 

Q.—Then outstanding and deferred 
premiums in that year amounted to 
$14,101.99. That would be premiums 
that were payable but had not been 
paid in? A.—Premiums outstanding 
in the hands of the agents for collec- 
tions, under new policies issued, and 
renewal premiums. As there is 30 
days grace on all premium, a prem- 
ium due in December is not paid till 
January. Consequently they have to 
be charged in the account. 

Q.—Then they would be premiums 


A.—Five to ten 


* that should be accounted for in the 


year 1898 but not actually come in 
hand until a later date—had not come 
in hand till the end of that year? A. 
—Came in the next year. 


Q.—I suppose that that item might 
include a substantial amount of 
premium income in respect to policies ° 
that would always be treated as not 
taken? A.—A certain proportion af- 
terwards. 
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means. If you write considerable busi- 
ness, towards the end of any year, and 
issue the policy without having been 
paid any premium, do you at once 
show that policy on your books? A. 
—We do. 

Q.—Before anything has been paid 
at allP A.—Yes. 

Q.—Possibly before the agent has 
delivered it to the insured? A.—We 
enter it up at the end. of the month. 

Q.—The month in which you write 
it? A.—yYes. 

Q.—That is to say if an agent sends 
in an application for the policy you 
write out the policy and sign it, and 
I suppose the policy bears a number? 
A.—Yes. j 

Q.—And the moment it is issued 
in that way and has taken up that 
number, you keep that as an issued 
poliev? A.—Yes. 

Q.—And if the premium is not re- 
ceived in that year you treat that as 
an outstanding premium? A.—Yes, 
if it. is still outstanding, if it is not 
pail in that year. 

Q:—Then that might amount to a 
considerable item if there was much 
business written in the month of De- 
cember, might it not? A.—Yes, it is 
certain to do so, and repeated each 
year. 

Q.—It would show a volume of busi- 
ness that was not really justified I 
suppose if many of these policies came 
back? A.—The policies cf the year 
closed would be recalled if not paid 
for early in the following year, per- 
haps in January or February. They 
would not appear the second time. 

Q.—Would that apply to policies is- 
sued in the month of November, do 
you think, or just December? A.— 
It might. 

Q.—A few in January? A.—Yes. 

Q.—The bulk in December? A.— 
Yes. 

Q—Did you offer any inducements 
to your agents to get in an extra 
amount of assurance in the month of 
December in each year? A.—We have 
done so on two or three occasions, 
offering a bonus commission. 

Q.—That is for the month of De- 
cember business? A.—Generally for 
the month, perhaps including Novem- 
ber, sometimes October, making a lit- 
tle competition. 

Q.—Usually it would extend to the 
end of December, would it not? A. 
—It will close with December. 

Q.—And the only question in your 
mind is whether it covered a period 
before December? A.—We generally 
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make an offer like that to cover two 
or three months, not simply for one 
month. 

Q.—You send out a regular form ‘of 
offer each year? A.—No, we do not. 

Q.—Is this one which you sent out 
in 1901? A.—Yes. 

Q.—Can you say whether the ones 
sent out from 1902 down to 1905 were 
substantially the same as that? A.— 
The difference, if I remember correct- 
ly, in two or three other cases where 
w2 gave a bonus commission the 
amount was not so large, the amount 
offered was not so large, reduced 
amounts. 

Q.—Have you on any occasion of- 
fered a larger amount than is shown 
in this circular? A.—No, in no in- 
stances. 

Q.—And the only difference probably 
in the other years would be either that 
the amounts were similar, or that the 
term during which the bonus could 
be earned might be extended for a 
month or possibly two months prior 
to December? A.—Yes. (Exhibit 648.) 

Q.—This is the circular dated Sep- 
tember 25th, 1901, as follows: ‘‘Con- 
fidential. To the agent of this com- 
pany: (Reads circular). . 

MR. LANGMUIR: Q.—What was 
the minimum there? 

MR. TILLEY: The minimum was 
$5,000. 

Q.—Have you sent out this circu- 
lar, or a somewhat similar circular, 
every year since the company has been 
formed? A.—-We have followed the 
rule, I think, in nearly every year. I 
am not quite positive in what year, 
but in no case did we pay as large a 
bonus, or offer as large a bonus as 
in that case. 


Q.—Can you say what the bonuses 
vou have paid each year would amount: 
to in the aggregate? A.—I might 
refer to that, that the extra cost on 
that business was only five and a half 
per cent. on the premiums. . 

Q.—That is, it resulted you say in 
an extra commission to the agents of 
five and a half per cent.P A.—Extra 
remuneration, 

Q.—If you were to put it as com- 
mission it would be just an extra five 
and a half? A.—Yes. 

Q.—Are you speaking now with re- 
ference to 1901 particularly? A.—In 
that particular year. 

Q.—Can you say how the result was 
in other years? A.—Legs. 

Q.—That is the largest percentage > 
A.—The largest percentage in any 
Case 
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Q.—Then besides bonuses offered in 
that method, have you offered agents 
bonuses in any other way? A.—No, 
that has been a principle followed in 
every case. 

Q.—Have you offered agents bonuses 
depending upon the amount of in- 
surance written, or let me put it this 
way; is the commission that any agent 
is to receive from your company de- 
pendent upon his writing a certain 
amount of business? A.—Sometimes 
we add a slight increase to the com- 
mission on the business of the year, 
if the agent secures it. 

Q.—That is, you make something 
extra for him on the whole business, 
is that so? A.—In some cases. 

Q.—Provided he brings in a certain 
amount of business during the year? 
A.—Yes. We protect ourselves by 
starting the commission rate reason- 
ably low, and making the total he 
could earn our maximum. 


Q.—Is that a uniform condition in 
your contracts with your agents? A. 
—QOh no. It depends on the territory. 

Q.—Is it made with a certain class 
of agents? A.—A certain class of 
men who devote their chief time to 
the business. 

Q.—You do not say who devote their 
whole time? A.—Yes, we would in- 
clude that. 

_Q.—And others who devote a con- 
siderable portion of their time? A.— 
Yes, if they have got a good district 
and are competent men to give us a 
certain amount of business. 

Q.—Take the contract that gives 
the largest bonus for that sort of 
thing, and tell me what it means to 
the company? A.—It might mean a 
maximum with a bonus added of 75 
per cent. the first year on certain 
plans. 

Q.—That is the percentage of com- 
mission would be about 75 per cent. ? 
A.—Yes. 


Q.—Can you say that you have not 
paid any agent more than 75 per cent. 
on the most favorable plan of insur- 
ance for himself? A.—I do not think 
we have exceeded in any case 75 per 
eent., even with the bonus added. 

Q.—Even with the December bonus 
added? A.—We might increase it a 
half per cent. We have made our 
contracts on 70 per cent. graded, and 
on that December bonus the business 
cost us five and a half per cent., so 
that probably that would be the lare- 
est. The agent who did the largest 
business perhaps did not get as much 
as some of the smaller agents. 
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Q.—Have you described now every 
method you have adopted other than 
the ordinary method of paying the 
agent a regular commission in order 
to get the agent to bring in a larger 
volume of business? A.—I have. 

Q.—Have you had some plan where- 
bv an aent is given a commission, an 
extra bonus, if he gets subagents who 
bring in five thousand dollars business 
in the year? A.—That is done in a 
general agency, where the general 
agent has control of the district. He 
has the privilege of getting the sub- 
agents and paying them. 

Q.—Who pays the sub-agent in that 
case? The company direct? A.—wNo, 
he does. ak 

Q.—You give him a commission on 
all insurance coming in from his dis- 
trict? A.—We consider it all as his 
business. Pa 

Q.—And he has: the privilege of 
having persons work under him? A. 
-Yes. 

Q.—And paying them some propor- 
tion of his commission? A.—Yes. 

Q.—What is the nature of the ar- 
rangement you make with these dis- 
trict agents with regard to the em- 
ployment of sub-agents. Do you give 
him a bonus for getting a certain num- 
ber of sub-agents? A.—No. 

Q.—What do you do? A.—The only 
henefit he receives is the difference 
between his commission— 

Q.—And the commission he pays 
out? A.—And the commission he pays 
out. I think that has been our gen- 
eral practice. I have no recollection 
of any special bonus. I do not think 
we have done so in any case. 

Q.—Now let us see. Here is a copy 
of the letter you sent in your returns 
of January 7th, 1904, and it is issued 
to one of vour agents, but we will not 
mention the name. ‘The company 
has decided to offer some of our agents 
a bonus,’?? (Reads.) Was that letter 
sent out to many agents? A.—Some 
half a dozen. It is the only case— 

Q.—Had you that in mind when you 
were giving your evidence? A.—Well, 
a moment afterwards I remember that. 
It was something we were trying on; 
not in one case did the general agent 
succeed in claiming the offer. 

Q.—Just let us see what it was you 
were trying on? What was the plan 
that you had? A.—The plan we had 
in view was to make the agent organ- 
ize his territory better, and get new 
agents in districts where business could 
be produced and save the head office 
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the cost of sending men into that ter- 
ritory to find agents. 

Q.—Was this in order to induce the 
agent to get regular sub-agents work- 
ing fer him? A,—Yes, 

Q.—Would you call a man who 
brought in $5,000 in a whole year an 
agent at all? A.—We would call him 
an agent if he was under contract. 

Q.—Does that not seem to indicate 
that a person who gets hold of one 
cecent policy, or probably two smaller 
policies, is to be regarded as an agent 
to get this commission? Is that not 
practically an induceme.t to get this 
man to rebate a bit? A.—No, a ccn- 
tract is made with every agent. 

Q.—Does he make a contract with 
every agent? A.—Yes, he makes a 
contract with every agent, and the 
head office makes a contract with 
every agent appointed. 

Q.—Would the agent, in order to 
get this offer, have to bring in men 
who would sign separate contracts with 
you with respect to $5,000 of business 
each? A.—Yes. 

Q.—And you would go through the 
form of signing contracts with them? 
A.—In every case. 

Q.—That $5,000 is not a _ large 
amount of business for an agent to 
write in a year? A.—In certain dis- 
tricts it would be a fair business. 

Q.—To get $5,000? A.—Yes. 

Q.—What districts? A.—In a small 
town there might be a dozen agents, 
and if each did $5,000 of business it 
would represent a good business. 

Q.—How many agents? A.—There 
would be a dozen companies repre- 
sented in the district, and if a local 
agent does $5,000 it is considered a 
good business. It depends altogether 
on the district. 

Q.—You have in your office con- 
tracts with all these local small 
agents? A.—Every man who wants 
to be an agent must make an applica- 
tion and supply a recommendation. 


Q.—In 1904 you got a great many 
agents appointed I suppose in the 
attempts by district agents to get the 
number up to ten. They might get 
it up to eight and still not get the 
bonus? A.—In not one case did the 
agent to whom that was sent qualify. 

Q.—He would not qualify unless he 
got the full ten, but that would not 
prevent him from getting these agents 
appointed, five, or six, or seven or 
eight or nine? A.—TIt did increase the 
number. 


Q.—Can you say how many formal] ' 


contracts you made with those agents 
that year?  A.—It increased our 
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agents. if I can remember correctly, 
only about a dozen, perhaps 15. We 
never repeated it. 

Q.—There is nothing in this letter 
at all about the agent signing the 
contracts with the company? <A.— 
No, that is one of our fixed regula- 
tions. 

Q.—It seems odd it was not men- 
tioned here? A.—They understand 
our form of procedure in the first 
place. 

Q.—Does that now exhaust every 
form of bonus that you have offered? 
A.—That is the last thing that occurs 
to my mind. 

Q.—And you are fairly confident 
that you have exhausted all that your 
mind is capable of producing in that 
respect? A.—Well I have no recol- 
lection of anything further, only that 
case. 

Q.—I would like you to try and re- 
collect. I suppose you have known 
that questions all along that line 
would be asked, and you prepared 
yourself for it. Is there any other 
form of bonus that you have granted 
to an agent to induce business? A.— 
None that I can remember, except 
those two forms? 

Q.—None excepting what we have 
mentioned? A.—I cannot call to 
mind anything further. 

Q.—Nothing further in the way of 
bonuses to agents? A.—None what- 
ever. : 

Q.—Do you make any compensation 
to agents where the agent has had to 
give a rebate? A.—No. 

Q.—Have you never done that? A. 
—No, we do not allow it in any case. 

Q.—But if it is done, and you can- 
not prevent it being done, don’t you 
made some compensation where the 
agent practically loses the bulk of his 
commission? A.—No. 

Q.—Have you never done that? A. 
—No. 

Q.—You have never compensated an 
agent who has had to give a rebate? 
A.—Not to my knowledge. 

Q.—Wholly or in part? A.—Not 
to my knowledge. We havé prohib’ted 
it in every instance. The first con- 
tract form printed bv this company 
in 1897 contained a forfeiture clause 
and we have adhered to that strenu- 
ously. Here it is clause 17. It is a 
standard clause in all our contracts. 
That is a later edition there. 

Q.—We will take the form of con- 
tract vou have handed to me _ and 
which is not filled in at all, (Exhibit 
650). Now that is not the form of 
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contract—correct me if I am wrong, 
—That you sent in to the Commis- 
sion. We have not had that form sup- 
plied. When was that form got out? 
Is this what you referred to as to lat- 
est form? A.—Well the form is not 
changed. It is a later print. f 

Q.—Do you say that clause 17 is in 
this contract? A.-—You will find it 
in that contract. 

Q.—Is that clause the clause that 
you referred to as creating a forfei- 
ture? A.—Yes. 

Q.—How does it create a forfeiture? 
It reads in this way: ‘‘It is agreed 
that the agent shall not rebate, viz: 
he shall not sell or offer to sell direc- 
tly or indirectly, or deliver or cause 
any one else to deliver,’’ etc., ‘‘at any 
reduction from the regular table rates 
as furnished to the agent by the com- 
pany?’ A.—It would be a violation 
of his contract. 

Q.—I thought you intended to con- 
vey the meaning that if an agent 
gave a rebate that he would under 
some express term of his contract 
create a forfeiture of his agency con- 
tract, so that he would no longer be 
your agent, and you said you had 
enforced that? A.—The clause is a 
condition of the contract. 

Q.—Have you ever so construed it? 
A.—We have pointed out to our agents 
that they run a great risk if they 
rebate. 

Q.—When did you point that out 
to them? A.—We do it frequently in 
conversation when the question ever 
comes up. 

Q.—When does the question arise? 
A.—Propositions have been made for 
rebating. 


Q.—By some agent to you? A.— 


Yes. 

Q.—What position have you taken? 
A.—Prohibited it in every instance. 

Q.—Never sanctioned it in any 
way? A.—No. 

Q.—Not even where it is necessary 
to get some good policy? A.—Pos- 
itively refused. 

Q.—And you pointed out this clause 
to the agent? A.—In every case. 

Q.—And told him what? A.—That 
he was not to rebate, that the com- 
pany would not accept business if 
they knew it. 

Q.—And that if he did rebate, he 
would cease to be an agent of the 
Royal Victoria? A.—We prohibited it. 

Q.—Did you in any way construe 
that clause to mean a forfeiture of 
his agency ? A.—If we desired to 
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construe it that way, he would be 
running the risk. 

Q.—l am asking if you ever took 
that position, because you indicated 
when you first answered the question 
that you had? A.—Well, we virtually 
have. 

Q.—What do you mean by virtu- 
ally? Why not say you haveP A.— 
We pointed out it woud be a viola- 
tion of his contract. 

Q.—And he would cease to be your 
agent? Did you go that far? A.— 
He would cease to be an agent if 
the directors choose to take the mat- 
ter up. 

Q.—Did you tell him that—that if 
the directors choose to take the mat- 
ter up they might cancel his con- 
tract? A.—I think I have done that 
in many instances. 

Q.—And that you would bring the 
matter up and have it cancelled? A. 
—Well, if I had the evidence of re- 
bates I would probably do so. 

Q.—But you did not go so far as 
to tell him that? A.—I had no case 
where I could go that far. 

Q.—Do you mean to say you have 
no case where you know your agent 
has rebated? A.—I do not know of 
any case. I may have been suspicious. 
I do not say our agents never rebated, 
but never with our consent and 
approval. 

(.—And you have no knowledge of 
a case where your agent has rebated ? 
A.—I do not know of any case where 
our agent has rebated. They are care- 
ful not to tell me about it. 

Q.—And you are careful not to 
know about it? A.—Well, I do not 
want to run up against trouble, see- 
ing rebating has been a vicious prac- 
tice. 

Q.—In order to finish that aspect 
of it, von have supplied the commis- 
sion with a statement showing the 
policies issued in the year 1904? A. 
—Yes. 

Q.—697 of them? A.—Yes. 

Q.—Aggregating $817,250? A.— 
Yes. 

Q.—Of these 697 policies issued in 
1904, 48 were not taken? A.—Yes. 

Q.—Amounting to $51,500. Of the 
same 697 policies 41 lapsed in 1904; 
that is, in the year of issue: aggre- 
gating $41,500, and 247 of the same 
policies lapsed in 1905, aggregating 
$274,500, or a total of 288 policies 
lapsed, aggregating $316.000; adding 
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the not taken policies to these lapsed 
policies it resulted in $367,500 of in- 
surance coming to an end in the year 
of issue or the following year out of 
$817,250 of insurance written, or 45 
per cent. of the business passing off 
the books within the year of issue or 
the following issue? A.—Within two 
years. 

Q.—No, not two years; it is not 
fair to say two years, is it? A.— 
Well part of two years; one full year 
and perhaps half another. 

Q.—You would say it would average 
a year and q half? A.—Yes. 

Q.—That would not be quite cor- 
rect either, because your large busi- 
ness was in December, especially the 
business that becomes not taken or 
lapsedP A.—The largest issues were 
in December. 

Q.—Not only the largest issues, but 
are not the most of the policies that 
become not taken or lapsed in the 
following year—are they not Decem- 
ber policies? A.—No. 


Q.—If they are before December, 
they would become not taken before 
the end of the year? A.—We find 
our November and December business 
renewals, probably the very best of 
the year. 


Q.—There were 48 policies not 
taken? <A.—Yes. 


Q —Now they could not have been 
issued much before December or they 
would never have been in the annual 
statement of 1904. They would not 
have been treated as not taken in 
the following year? A.—They would 
be issued in the earlier part of the 
year and cancelled during the year. 

Q.—Would they come in as not 
taken policies? A.—Yes. 


Q.—Then it might be construed as 
a year a year and a halfP A.— 
Yes, it might be. 

Q.—Is that not a high percentage 
of your business, passing off your 
books, 45 per cent. of the business 
written during the year? A.—I do 
not think it is larger than the other 
companies doing business under equal 
circumstances. 

Q.—What do you mean by equal 
circumstances? A.—Young companies. 

Q.—Do you consider yourself a 
young company? A.—Yes. 

Q.—How long will it take before 
the company is full grown? A.—It is 
in the younger class now. 

Q.—It is now nine years old? A. 
—yYes. 
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Q.—How many years should a com- 
pany exist before it ceases to be pro- 
perly described as a young life insur- 
ance company? A.—It takes consid- 
erable time before an _ insurance 
company gets to be full grown. 

Q.—They never become full grown. 
The more they grow the more they 
want to grow? A.—They never de- 
crease, they always get larger. 

Q.—When do you want to take your 
company out of the category of the 
younger company? How long before 
you expect to be able to do it? A.— 
About fifteen years. 

Q.—Fifteen years more? A.—No, 
fifteen years old. 

Q.—Six years from now? A.—We 
will be one of the older companies. 

Q.—When there is another commis- 
sion appointed you will probably con- 
sider yourselves as one of the older 
companies? A.—Yes. 

MR. TILLEY: I will put in that 
statement. 

MR. KENT: I suppose a large 
proportion of the lapsed policies were 
policies for which the premium was 
paid by note instead of cash? A.— 
We never mark a premium paid until 
it has been paid in cash. We take 
no account of the note. 

Q.—When a note is given for a 
premium, and that note is not paid, 
is that policy marked amongst those 
not taken? A.—The policy is consid- 
ered not taken. 

MR. TILLEY: That is not a laps- 
ed policy? A.—No. 

Q.—You are liable on that policy? 
A.—We would probably be liable. 

Q.—Then if a policy is so brought 
into force that the company becomes 
liable on it, don’t you think it is a 
misnomer to call that vnolicy a not 
taken policy? A.—Well, the prem- 
ium not being paid we cannot put 
it to our income. 

Q.—That is a matter of book-keep- 
ing or some other phase of the ques 
tion. Do you think it is properly 
described as a not taken policy when 
the company has been liable on it? 
A.—Possibly it might be considered a 
taken policy. 

Q.—So long as the note is in exist- 
ence, as Mr. LeBeuf points out, it is 
a taken policy and in full forceP A. 
—J think the companies differ in the 
treatment of that question. 

Q.—Which does a young company 
prefer, to treat them as not taken or 
as lapsed—from an advertising stand- 


point? ‘A.—Well, I don’t think it 
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makes much difference one way or the 
other. Lapsing is just as bad as not 
taken. 

Q.—Probably a little worse? A.— 
No, because the company is not quite 
so much out on a lapsed policy. 

Q.— Following this statement 
tnrough; in the year 1899 your income 
and disbursements are shown therd 
and your assets and liabilities, and 
the impairment of capital stock at 
es time had reached $37,651.09? A. 
—Yes. 

Q.—That is at the end of two years 
and a half practically? A.—Yes. 

i Q.—Your insurance in force was 

$1,653,807, or an increase of $733,- 

230. Then at the end of 1900 your 

ne reached $52,904.75? A.— 
es. 

Q.—That would be at the end of 
say three years and.a half, would it 
not? A.—Yes. 

Q.—Now, that fixes about the time 
when you thought possibly your im- 
pairment would be made good, that 
is the time when you were quite san- 
guine?p A.—No, that is a little too 
early. 

Q.—Shall we go another year. It 
ought to be holding steady about that 
time at any rate, shouldn’t it? A.— 
That would depend on circumstances. 

Q.—According to your expectation 
at the time you formed the company ? 
A.—Rather according to my hopes 

Q.—Would you distinguish your 
Hopes from your expectations? A.— 

es. 

Q.—And which did you communicate 
to the proposed shareholders, your 
hopes or your expectations? A.—TI 
communicated a medium of both. 


_ Q.—Then at the end of 1901 the 
impairment which at the end of the 
year before had been £52.904, had 
become $74,595.06. An inérease of 
about $22,000. It had jumped up be- 
tween 40 and 50 per cent. That is 
what you expected Mr. Burke, when 
vou organized the company ? Ay 
No, I think our claims were a little 
heavy that year, if I remember cor- 
rectly. 

Q.—Just look that up will you, be- 
cause it is important that you should 
state every circumstance that affects 
this result. Then look at it in a 
little different light, your first broken 
vear’s business was $242,500? <A.— 
Yes. 

Q.—The next year the net increase 
was $678,077? A.—yYes. 

Q.—The next year $733,230. That 
was in 1899. Now, is it fair to say 
that you decided then not to push 
out for so much business? That you 
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found the impairment of your capital 
becoming so considerable that you de- 
cided to become a little less anxious 
in the chase for business? A.—Yes, 
that was our position. 

Q.—Then in 1900 it dropped down 
to $397,853 did it not? A.—The new 
business ? 

Q.—No, the increase? A.—Yes. 


Q.—And still there was the increase 
in impairment. The following year, 
1901, the increase in business was 
$628,492 and the impairment was $74.-. 
595.06. So that notwithstanding that 
you were not reaching out for busi- 
ness as you had apparently antici- 
pated doing, your impairment was 
going to be faster than you had ex- 
pected? A.—Well, that was not so 
much due to the expense; the impair- 
ment was increased largely that year 
by our claims falling in among large 
sized policies. Our policies that year 
averaged $2,857 each in the claims, 
while the average policy in force was 
only about $1,300. 
| Q.—That is to say that taking all 
your policyholders and averaging up 
their insurance in force it amounted 
to about $1,300 for each manP A.— 
Yes. 

Q.—But with the particular ones 

who died in that year averaging their 
policies, it amounted to how much? 
A.—$2,857. 
1 Q.—So that the ones that were 
largely insured in your company and 
above the average happened to die in 
that year? A.—Correct. 

Q.—Then your total claims in that 
year, 1901 is that? A.—Yes. 

Q.—The amount paid out in death 
claims amounted to what? A.—$20,- 


000. 

Q:=—-$9;500, “isn’t 1tP A.—Death 
claims arising, that is taking the lia- 
bility. 

Q.—The $10,623 would that show 
death claims that had accrued but 
ne eae at the end of the year? A. 
—Yes. 

Q.—And then you had paid out in 
death claims $9,500? A.—yYes. 

Q.—Part of that would be for the 
preceding year, I suppose? A.—Yes. 

Q.—The death claims carried for- 
ward from the previous year amount- 
ed to $5,132? A.—Included in the 
liabilities. 

Q.—So that you paid out that year 
$9,500 which would only be some $4,- 
400 over the liability carried forward 
from the preceding year and then you 
have at the end of the year $10,632. 
How is it that such a large sum was 
carried forward? A.—Well, arising 
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in December we did not have the 
proofs completed. 

Q.—Was it in December? A.—Well, 
we pay within 380 days as a rule, if 
the case is clear. We pay as prompt- 
ly as possible. 

Q.—So that the death claims that 
fell in in that year to be paid amount- 
ed to only about $15,000? A.—The 
death claims that fell in to be paid 
amounted to $20,000. 

Q.—No, because $5,000 of that was 
carried forward from the previous 
year P A.—Well, I think that is 
only the cash account taken in there. 
The claims maturing through death 
were $20,000 in that year. 

Q.—What should they have been in 
that year, if they had been normal 
or the average? A.—If our experi- 
ence had been as favorable as some 
of our competitors they would not 
have amounted to $10,000. 

Q.—Then would it be fair to say that 
if $10,000 was taken off that item you 
would be perfectly satisfied? A.—We 
would have been satisfied. 

Q.—The impairment, though, in that 
year, 1901, rose $22,000, so that tak- 
ing off that ten increases your impair- 
ment by $12,000 in the year that you 
must have thought, when you com- 
menced the incorporation of the com- 
pany, that your impairment would be 
standing still or becoming a little 
more favorable to the company. A.— 
That is what we hoped for. 

Q.—But not what you expected? A. 
—No. 

Q.—Making the same distinction. 
Then in the year 1902 the impairment 
was $84,014.72, an increase of $20,- 
009 again. Now was there anything 
that was not normal about the death 
claims that year? A.—No, not in that 
year. 

Q.—You, in that year, took credit in 
your statement for an increase in 
market value, did you not, of $2,- 
485.76. A.—Market value of securi- 
ties over stock. 

Q.—That is the first time you took 
that item into account? Without that 
of course the impairment would have 
been just so much more? A.—Yes. 

Q.—Then in the year 1903 your im- 
pairment increased from $84,014.72 in 
the previous year to $108,056.02. That 
is it increased some $24,000. A Wes 
Our claims in that year were heavy 


again, 

Q.—Death claims? A.—yYes, $30,- 
000. 

Q.—The preceding year they were 
eighteen. A.—Yes. 


Q.—This year thirty, but that would 
be expected, some increase because 
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your insurance was increasing all the 
time? A.—Yes, but that exceeded the 
expected increase. The policies were 
again large under the claims. 

Q.—Is that the reason for it, rather 
than large expense in getting the busi- 
ness? A.—That was a large factor in 
the increase in the impairment. 

Q.—How much too great were the 
death claims in that year according to 
your understanding? A\=Well) I 
would have anticipated about $15,000. 

Q.—What was the average amount 
of the death claims paid in that year? 
A.—$1,500 each. 

Q.—And your average policy? A.— 
About the same, about $1,350. 

Q.—Did too many insured people 
die? A.—The number was larger in 
that year, rather a large increase. 

Q.—How many died? A.—Twenty. 

Q.—And in the preceding year how 
many died? A.—Seven. 

Q.—Is there anything else you can 
say about that year 1903 which ex- 
plains the increase in the impairment ? 
A.—Nothing beyond that and the cost 
of the business which seemed to be in- 
creasing. 

Q.—You were not then forcing the 
business in order to get new business? 
A.—Not particularly. It was more to 
hold. 

Q.—Your net increase was $439,339 ? 
A.—It was more particularly to hold 
our organization. 

Q.—Then the next year 1904 your 
impairment increased from $108,056 to 
$130,837.30 P A.—Our death claims 
were again large in that year, in the 
Same proportion. 

Q.—What did they amount to? A. 
—$35,200 averaging each policy $1,750. 

Q.—Instead of P A.—About $1,350 
each policy. 

Q.—With all these large policies fall- 
ing in I suppose the average policy 
must have been reduced all the time; 
we would get down lower than the 
$1,300 with so many of the large pol- 
icy holders dropping out. It has not 
materially altered the average policy. 


Q.—Then you still take credit for 
market values as securities over the 
book value amounting in that year 
1904 to $4,217.77. Your increase: in 
business for the year amounted to 
$406,401.70, that is new insurance. 
And then in 1905 that would be the 
eighth year, would it of your business P 

Q.—The impairment increased from 
$130,837.30 to $155,267.91, that is an 
increase of $25,000, the largest in- 
crease that we have met, is it not? A. 
—Yes, 
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Q.—What would you say about the 
year 1905? A.—Well, our claims again 
fell in among the large sized policies, 
each policy averaging $1,709, total 
$41,000. We also wrote something off 
the market value of our securities that 
year. 

Q.—You have got an item in as an 
asset, market value over book value 
of $3,157.84. How much did you 
write off the value of securities?) A.— 
It would be the difference between 
that and the year before. 

Q.—That is only an item of $1,100. 
The year before it was $4,217? A.— 
True. 

Q.—Then that is $1,100. How much 
too much were the death claims? <A. 
—We estimated that the death claims 
would amount to about $20,000. More 
than I had hoped for. 

Q.—Don’t use the word ‘‘hope’’ be- 
cause you draw a distinction between 
hope and expect. What did you ex- 
pect? A.—About $20,000. 

Q.—The terms are synonymous there, 
are they? A.—Well, comparing my 
company with competitors, in several 
instances their claims were very much 
less than $20,000 on an equal business 
in force. 

Q.—Why is it that each year the 
Royal Victoria differs so from its com- 
petitors in that regard, is it due to 
medical selection or to the class of 
policy you issue? A.—No. 

Q.—Do you urge a different class 
of policy from other companies? A.— 
No, it is due to the fact that in a 
limited number of lives exposed to 
risk that a company may either lose 
among its large policies or among its 
small ones. 

Q.—You won’t get the same average 
result with a very small number of 
lives exposed? A.—No. . . 

Q.—You are apt in one year or in 
successive years to continually get the 
larger policies falling in? A.—Yes. 


Q.—And one year does not average 
properly with another? A.—No. 


Q.—For a small number? A.—The 
mortality tables are based on a large 
number of lives, and a small company 
with a few lives exposed may either 
have a very small mortality exper- 
lence or a large one, both as to the 
numbers and to the size of the policy. 
It is an incident in the mortality ex- 
perience. 

Q.—Can you say now at the end of 
the month of October about what the 
impairment is to be for 1906? <A.— 
That is very difficult, because we can- 
not tell until we know what our re- 
serves will likely be. 
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Q.—lIs the impairment going to in- 
crease or decrease? A.—Well. I don’t 
suppose it would decrease. I would 
not say it would. It may probably 
increase slightly. 

Q.—As much as last year? A.---] 
hardly think so. 

Q.—Increase $10,009 or $15,000? 
A.—We might have some increase. 

Q.—You have not come to the stage 
yet of turning the corner have you? 
A.—No, the impairment would not 
have shown up if we had had any 
funds beyond our capital to meet our 
expenses, as some of our competitors 
have had. 

Q.—If you had resorted to the im- 
proved methods of some of the other 
companies you think you would not 
have shown the same impairment. 
Have any monies been paid in to 
your company in order to help out 
this impairment? A.—Not one dollar. 

Q.—Have you never thought of 
that as a possible scheme? A.—I 
have thought of a scheme for the re- 
construction of the capital. 

Q.—That was decided on in 1905 to 
consider some new method in Decem- 
ber? A.—Yes. 

Q.—There is nothing relating to 


‘that apvearing in the minutes of 


1905. Was it left out advisedly? A. 
—It was simply an outline. 

Q.—It was so general that it could 
hardly be committed to a minute? A. 
—Yes. 

Q.—Just genera] discussion? A.— 
Yes, the idea was, however, to seek 
for an amendment to the company’s 
charter. 

Q.—Of what nature? A.—Reduc- 
ing the paid up capital and reducing 
the subscribed capital partly and 
offering some of the stock that would 
be cancelled, for  re-subscription. 


-Offering the shares at a premium 


and making them preferential. 
Q.—That is to take up this new 
method of issuing stock? Get in a 
little surplus by way of premium on 
stock. A.—It is an old method. 


Q.—It is since your company and 
yours is a new company. A.—No, I 
think that has been in vogue some 
time. I would like to make a state- 
ment in connection with that. 

Q.—Yes? A.—Out of 22 companies 
coming under the Commission, 17 of 
them have received, either a premium 
on the shares or a bonus on the shares 
or loans or sifts from stock holders or 
directors. This company, with four 
others, have never received a dollar 
in that way to assist them in any 
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form, and the other four companies 
are old companies established when 
the business cost about one half of 
what it costs now. 

Q.—That is to say, the same man- 
agement and the same insurance busi- 
ness carried on, would not show im- 
pairment in these other companies 
where monies had been contributed 
and not called capital? A.—It would 
reduce the impairment very much. 

Q.—If the premium paid in was 


large enough, it could wipe out any - 


impairment? A.—Yes, in one case it 
was. It prevented an impairment of 
the capital. In the other cases where 
the companies’ received various 
amounts it did not preclude the im- 
pairment of capital but it greatly re- 
duced it. 

Q.—Don’t you think, Mr. Burke, 
that at the end of 8 or 9 years‘ busi- 
ness, when you are not writing as 
much new business as you did some 
vears ago, where you seem to have re- 
frained from writing as much as you 
had it in your mind to write origin- 
ally, that at the end of this time, the 
impairment should be improving rath- 
er than getting worse each year? 
A.—Well, it should improve, at least 
from this time afterwards. 


Q.—It will have to improve very 
ravidly if it is to be right at the end 
of 15 years? A.—It is not likely 
that the same conditions will continue. 

Q.—Why ? A.—We can _ hardly 
imagine that our claims will continue 
to fall in among the larger policies. 


Q.—You are entitled to a few good 
years in that respect coming pretty 
soon? A.—Yes. We might have an- 
other year when our policies would 
fall in at an average of $800 or $900 
as in the case of several companies. 


Q.—But even with average death 
loss, according to your own calcula- 
tions, the impairment is worse than 
you expected it would be when you 
commenced the company, that is fair 
to say? A.—Yes, the conditions have 
changed materially. 

Q.—And those conditions that have 
changed are the ones you have men- 
tioned already? A.—Yes I have 
made a close approximation of costs 
Would I be permitted to give it? 


Q.—Yes? A.—The claims that have 
accrued to December 31st, 1905, 
amounted to $153,700. If the claim 
that did accrue under each policy was 
the same size as the average policy 
in force that would only have amount- 
ed to $121,000. We suffered a loss in 
that respect of $32,650 over and above 
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our average policy. The number that 
fell in was largely from accident, too. 
Our claims arising from accident have 
been somewhat large. We estimate 
that we would have saved $25,000 on 
those. Now, we have experienced a 
mortality over and above what we 
would have expected under ordinary 
conditions of $58,000. Then, again, 
the cost of the business through this 
impairment has been equal to about 
10 per cent. more than we should have 
had. 

Q.—How do you get that result? 
How can you fix on any percentage 
with respect to an item so indefinite 
as that? A.—It is a very close ap- 
proximation of the uncontrollable ex- 
penditure, that we could have saved 
if the competition had not been so 
great and the capital impaired, 
amounting to 10 per cent. of the con- 
trollable expenditure, making about 
close on to $39,000 in that item. Then 
our mortality experience which I have 
just quoted, and the loss of interest 
on our impaired capital amounts to 
about $25,000, so that the impairment 
has brought about under those items 
amounting to $122,000 since the or- 
ganization of the company. 

Q.—And you think there will be an 
impairment in 1906? Probably a simi- 
lar additional impairment in 1907? 
A.—I think in the next two years at 
least the impairment will be reversed. 

Q.—You think you will turn the 
corner in two years from now? A. 
—Yes, I am perfectly sure unless 
something unforeseen happens. 

Q.—There was a_ resolution pro- 
posed at the meeting of December 
10th, 1905; ‘‘the question of having an 
expert examination of the company, 
as of 3lst December, 1905, was discus- 
sed and approved and the general 
manager was requested to communi- 
cate with Mr Pearson, Consulting Ac- 
tuary, of New York, and ascertain the 
fee he would charge for such examina- 
tion.’? Was that examination held? 
A.—No, that was my proposition. 

Q.—Why did you want an examina- 
tion? A.—Well, because it is a usual 
thing for a life insurance company to 
have an examination made by an in- 
dependent expert at certain times. 

Q.—Have you in your company an 
actuary? A.—We have no appointed 
actuary but we have an assistant. 

Q.—What qualification has he to 
do actuarial work? A.—He is com- 
petent. He is a member of the British 
Institute and studying for his final 
examination. 
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Q.—Has he done all the actuarial 
work for your company? A.—Since 
his appointment he has done our ac- 
tuarial work. 

Q.—You have no consulting actu- 
ary? A.—No. 

Q.—And your idea was that Mr. 
Pearson should make a report at the 
end of 1905? A.—Yes, to make an ex- 
amination of our methods at the close 
of the year. 


Q.—That was approved? <A.—Yes. 


MR. KENT: To outsiders, Mr. 
Burke, it would seem that there must 
be something seriously wrong with 
your medical examinations, if your ex- 
pected mortality is increased rather 
than diminished as with most of the 
companies we have examined. It 
must be that you have insured im- 
paired lives? A.—No, just the re- 
verse. The mortality has not fallen 
in among lives about which there was 
any doubt. It is an extraordinary 
thing that the claims that have arisen 
have, with one or two exceptions, 
been in every case first- class lives, and 
insured in other companies, too. It 
is a coincidence of the’ situation ; a 
small company is liable to experience 
a mortality different from the experi- 
ence of the companies from which the 
tables have been derived. 


MR. TILLEY: Can you say, Mr. 
Burke, whether the claims that fell 
in to be paid and were excessive in 
amount or number were recently in- 
sured lives? A.—This year the claims 
have arisen among the older lives. 


Q.—You are referring now to 1906” 
A.—Yes, two or three of them were 
in the beginning of the company. 

Q.—What about the claims that fell 
in during the years you have spoken 
of as being excessive in regard to 
death claims? A.—They were run- 
ning in the average about three or 
four years. 

Q.—Were some of them very lately 
insured at the time the policy be- 
came a claim? A.—In two or three 
cases, if I remember correctly, they 
fell in within the first year. A couple 
of cases in each year. 

Q.—Large amounts? A.—No. 

Q.—Have you any limit on the 
amount of insurance that you write 
on any single life? A.—Yes, $5,000, 
that is the maximum. 


Q.—That has not been exceeded? A. 
—In no case and then only a first- 
class life and usually an endowment 
policy. We have reduced the limit, 
though, to $4,000. 
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Q.—When you say the maximum is 
$5,000, I suppose you mean that that 
is the maximum amount that your 
company keeps at risk? A!—yYes. 

Q.—It may take a policy for ten, 
fifteen or twenty thousand dollars and 
then reinsure the excess over $5,000? 
A.—Yes, that is the usual practice. 

Q.—Then at the meeting of Janu- 
ary 18th, 1906, ‘‘memoranda from 
the Superintendent of Insurance bear- 
ing on the company’s business, also 
the general manager’s statement re- 
ferring to the same, were read and 
discussed.’? Have you those memor- 
anda here? A.—No, I think I have 
them at the office. 

Q.—What did they relate to? A.— 
The reference to the Superintendent 
of Insurance was on a point which 
came up on the investigation of the 
Department at Ottawa. The matter 
of the capital. 

Q.—That is the one that is referred 
to at Ottawa? A.—Yes. 

Q.—That is already before the Com- 
mission, of course? A.—Yes. 

Q.—What position did you take 
with regard to that? A.—I took the 
position that I have here to-day, that 
the mortality was greater than we 
anticipated and that the cost of the 
business had increased and that these 
elements with the loss of interest on 
capital had brought about the im- 
pairment. 

Q.—Now, was it because of discus- 
sion of this sort that you were anx- 
ious that some consulting actuary 
should make g report? A.—That was 
one of the reasons, and then I wanted 
the consulting actuary to see how far 
I was correct myself. © 

Q.—Then at the same meeting it 
states, ‘‘the special committee com- 
posed of the President and Vice Presi- 
dents, appointed at the meeting of 
December 11th, 1905, in connection 
with the proposed readjustment of the 
company’s capital, was increased by 
Messrs. David Morrice and Charles L. 
Smith, being added thereto.’’ There 
is nothing in the minutes to show the 
appointment of the President and 
Vice Presidents as committee on 
December 11th, 1905. Can you say 
why that was left out of the min- 
utes? A.—Simply an omission, [ 
suppose. 

Q.—No object so far as you know? 
A.—No. 

Q.—‘The question of the appoint- 
ment of an expert actuary to make 
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a report on the company’s position, 
in reference to which examination the 
General Manager had been in com- 
munication with Mr. Pearson of New 
York, was considered and it was de- 
cided not to have an examination 
made.’? That is January 18th of this 
year? Can you tell me why the action 
of the Board made on your recommen- 
dation was changed after you had 
seen Mr. Pearson in New York? A.— 
I ascertained from Mr. Pearson what 
his fees would be and reported to the 
Board. It then being after the close 
of the year, the matter was ended 
that way, not finally, but as far as 
my impressions go that it might come 
up at aq later date, but for the year 
1905 too much time had elapsed. : 

Q.—Then is it fair to put it this 
way that you thought if you were to 
have an expert actuary make a re- 
port, that it should be made at the 
time when you were making your re- 
port for the end of the year? A.— 
That is what I wanted. : 

Q.—And do you suggest that action 
with regard to that was simply de- 
ferred rather than cancelled? A.— 
Probably that would be the proper 
understanding, deferred. 

Q.—Do you expect at the end of 
this year to have an expert actuary 
make a report? A.—I shall make 
the request again. It is my inten- 
tion to do so. 

Q.—You remember that in the mem- 
-orandum made by Mr. Blackadar 
which was put in at Ottawa, that he 
summarized the matter at the end by 
stating that he thought that even if 
the efforts mentioned in two, which 
were to cut down as much as prac- 
ticable, the management expenses and 
to increase as much as possible the 
amount of new business written, he 
said that even if that was successful- 
ly carried out, he saw no reason for 
supposing that the impairment would 
not continue increasing for a few 
gan Do you remember that? A. 
—Yes. 

Q.—Then he says, “‘this will neces- 
sitate the wiping out of a portion of 
the capital paid and making a call 
of further capital or surplus.’’ Do 
you agree with Mr. Blackadar in 
that? A.—I think it would be a 
proper mode, 

Q.—Isn’t it so, I think you have 
agreed already, that the impairment 
will increase even carrying out some 
changes that you. propose, that the 
impairment will likely increase for a 
few years yet? A.—Unless we have 
very favorable mortality. 
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Q.—Unless something exceptional 
happens? A.—Yes, we might have it 
for a couple of years yet. 

Q.—Then is it fair to say that it is 
absolutely essential that you should 
in some way reorganize with respect 
to capital? A.—yYes, I think it is 
esential. I might say that I discuss- 
ed that whole question with Mr. 
Blackadar at the time of his inspec- 
tion and I did not find any variance 
in our views. 

Q.—Mr. Blackadar refers in his re- 
port to the very same matter that you 
have referred to here, the abnormally 
high mortality? A.—Yes. 


Q.—I will put in this statement 
showing the progress of the funds of 
the company from 1897 down to date. | 
(Already marked Exhibit 647). Then 
the same matter is collected under 
certain headings which probably will 
make it a very convenient form to 
have it in. (Exhibit 652). A state- 
ment showing in each year from 1897 
to 1905, first the total income but not 
including capital; payments in respect 
of capital; the next column the total 
disbursements; the next the total as- 
sets; next total liabilities, including 
the capital stock paid in. Next col- 
umn the impairment, and in the out- 
side column the increase, from year to 
year, in that impairment. That will 
show the whole matter in a conven- 
ient form. Then, do you regard your 
company as having any exceptional 
power of investment under its spec- 
ial Act or does it come entirely under 
the general clause of the Act? That 
is, is the general clause of the Act 
as broad or broader in every parti- 
cular as the clause of your special 
Act? A.—We are subject to the 
genera] Act in our investments. 


Q.—There is no question about that 
but you remember clause 50 in the 
Insurance Act expressly reserves to 
each company any special powers of 
investment that a company has under 
its own Act? A.—Yes. 


Q.—What I was asking you is 
whether you think there is any clause 
or portion of a clause that gives you 
any broader power than is contained 
in the general Act? A.—No, T think 
we are governed by the Insurance Act 
entirely. 

Q.—Then have you, from time to 
time, considered Section 50 of the In- 
surance Act? A.—yYes. 

1 Q.—When you have been consider- 


ing any particular investment? A,— 
Yes. 
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Q.—Have you ever refused to make 
an investment because of the terms 
of the Insurance Act? A.—Yes. 

, Q.—Of what nature? A.—Invest- 
ments are offered to us daily by 
brokers and those selling bonds and 
securities, and we have refused to in- 
vest in any security that the Act 
prohibited. I speak now of investing 
in them. 

, Q.—Do you mean to say? A.—To 
own them. 

1 Q.—Do you distinguish between 
owning the security and lending upon 
it? A.—Well, according to the 
strict terms of the Act there may 
probably be no difference. 

1 Q.—Do you suggest that there is. 
You used the words ‘“‘strict letter of 
the Act;’’ is there any question about 
that? Have you any suggestion to 
make that there is any possible con- 
struction on that point that would 
enable you to lend on a security you 
cannot buy? A.—Well, probably there 
is not. 


Q.—Is it necessary to begin that 
statement with the word probably? 
‘A.—I think there should be though. 

Q.—That is not what I am asking 
you about; I am asking you whether 
under the Act there is any contention 
that can be made that there is any 
distinction? A.—Well, it would not 
be right for me perhaps to assume 
that there was. I have not studied 
the Act so closely from the stand- 
ga of legal construction. 


Q.—Have you anything in mind 
that makes you approach the subject 
with a sort of inference that there 
might be room to question whether 
or not you could not lend on some of 
these securities when you cannot buy 
them? A.—Well, I will not claim that 
there is any difference. 


| Q.—Then would you say there is 
mo difference and let us start from 
there? A.—TI will admit that. 


: Q.—Then as a matter of the carry- 
ang on of your business, have you 
made any distinction yourself when 
lyou have had a proposition to lend, 
ffrom a case where the proposition it 
to buy? Have you come to a differ- 
ent conclusion in one case from the 
other as to what you would do with- 
out regard to what the Act says? A. 
—_I would make a difference. 

Q.—Have you made it? Do not say 
what vou would do, but have you 
made it in the past? A.—We pro- 
bably have on two or three occasions. 

Q.—Is it ‘probably’ again? Is 
not ‘‘we have’? right? A.—That will 
do. 
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Q.—Deliberately? I mean using 
that word, that you have done it 
knowingly? A.—I should say so. 

Q.—So you probably have. Then 
have you done that with others than 
brokers, have you made advances on 
securities not coming within the Act 
except with brokerage firms? A.— 
No. 

Q.—It has been confined exclusively 
to brokerage firms? A.—Borrowers, 
yes. 

Q.—Have any of the firms any con- 
nection with the insurance company? 
A.—No direct connection. The only 
firm that is connected indirectly is 
the firm of L. J. Forget and Company 
Senator Forget is one of our direc- 
tors, and he is a partner in the firm. 


Q.—Then at the time your com- 
pany was formed, was it the inten- 
tion, in so far as you had any inten- 
tion at that time, to make your loans 
principally on call loans? A.—I 
think we had no fixed policy in that 
respect. 

Q.—Had you a sort of general in- 
tention in your mind? A.—No. 

—Well, you must have given some 
consideration before you had _ your 
company formed as to the most pro- 
fitable and satisfactory security to 
lend on? A.—The question in my 
mind chiefly was to invest only in the 
best securities. 


Q.—Then what was in your mind 
as being the best securities? A.— 
Municipal debentures, Government 
bonds, occurred to me as being the 
most reliable and for long  invest- 
ments. 

Q.—Investments that would not re- 
quire much handling? A.—Yes. 


Q.—Then you did not intend, of 
course, to lock everything up in 
municipal and Government securities? 


A.—No. 


Q.—Outside of those what was in 
vour mind, real estate loans? A.— 
Real estate loans, if the same were 
advisable? 


Q.—Had you it in your mind then 
when you formed your company, that 
you would lend some of your money 
on real estate security? A.-—That 
would be part of our policy. Of 
course the loans are decided by the 
Board. 

Q.—Then among other classes of in- 
vestment, had you that of call loans 
to brokers? A.—To a limited extent. 

Q.—And you had decided, in so far 
as you came to any decission, to use 
that as one avenue of investment? A. 
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—yYes, to a certain extent until in- 
vestments more desirable should turn 
up. 

Q.—Then it comes to that, that 
you thought loans on call to brokers 
a desirable form of investment? A. 
—Yes, with good security behind 
them. 

Q.—Then you had decided to lend 
on call? A.—Yes, as each case came 
up. 

*O.—'Then what is the first resolu- 
tion that appeared with regard to 
that? Was there any formal action 
taken with regard to that subject? 
A.—I think each case was decided up- 
on at the time the money had accum- 
ulated in the Bank for investment. 

Q.—By which, the executive com- 
mittee or the full board? A.—Well, 
the executive committee has in most 
cases dealt with that. Now. look at 
the minutes of the executive committee 
of September 10th, 1897. There is a 
resolution there about lending on call, 
is there not? A.—Yes. 

Q.—What was the action taken? 
Just read the resolution? A.—‘‘It 
was decided to loan at call on first 
class stock and the general manager 
was requested to consult Honorable L. 
J. Forget in the selection of such 
stock.’’ 

Q.—So that the executive as early 
as September, 1897—and the first 
meeting was held when? June 11th, 
I suppose, that was one of your earli- 
est executive meetings? A.—Yes, one 
of the earliest. 

Q.—Let us see if it was not the 
earliest. That was the first meeting, 
was. it not? A.—-Probably so. I 
think so, yes. 

Q.—And I suppose Mr. Forget was 
there? A.—Yes. 

Q.—He was present at the meeting, 
and then it was decided that you 
should loan on call and that you 
should consult with him as to the se- 
curities to be loaned on? A.—Yes. 

Q.—Has any resolution ever been 
passed in amendment of that? A.— 
None. 

Q.—Has that resolution formed the 
basis of your dealings with respect to 
call loans? A.—It gives authority to 
loan on call. Ags to consulting Sen- 
ator Forget, I think I only did it on 
one occasion. I consulted with the 
President invariably. 

Q.—That is with Mr. Crathern? A. 
—yYes. 

Q.—Have all your call loans been 
approved of by the executive com- 
mittee? A.—They are approved at 
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the next meeting after they are 
made. 

Q.—Authority is not given to make 
a call loan? A.—No. 

Q.—In regard to the security that 
is decided upon by the President him- 
self or with another director occa- 
sionally. 

Q.—Just as you please about that? 
A.—If we do not like to take the res- 
ponsibility. 

Q.—It is left entirely to yourselves 
to say what members of the Board 
you will speak to other than the Pre- 
sident? A.—Yes, at his suggestion or 
mine we consult another. 

Q.—Then it is between you that you 

decide who else, if any person, you 
will speak to with regard to it? A.— 
Yes. 
_ Q.—And then the transaction, if it 
is deemed advisable in that way is 
completed and carried through and 
subsequently approved? A.—Yes. 

Q.—Have you ever made any dis- 
tinction at all in dealing with a di- 
rector regardino call loans from deal- 
ing with other brokers? A.—None 
whatever. 

Q.—You treat it exactly in the same 
category? A.—Just in the same cat- 
egory. 

Q.—The first call loan you made was 
made to Senator Forget’s firm was it 
not? A.—Yes. 

Q.—A loan of $20,000? A.—Yes, 

Q.—On November 4th, 1897? A.— 
I saw the other partner of the firm on 
that occasion and asked him if he 
would take $20,000 from us. I did not 
speak to Senator Forget, about it. 

Q.—That is to say you sought to 
get your money out on a call loan? 
A.—Yes. ; 

Q.—Rather than the firm seeking 
you as a lender? A.—They never 
asked us for money. 

Q.—Do you mean to say from 1897 
ty» date they have never asked you? 
A.—Never asked us. We have always 
offered it to them, 

Q.—The transaction has always been 
initiated by you? A.—Always. 


_ Q.—You having monies in hand seek- 
ing investment, you have gone to the 
firm and stated what monies you had 
to loanP A.—Yes. 


Q.—And then some _ transaction 
would be put through whereby the 
monies would be placed at interest? 
A.—I have asked them if they would 
take it?) 

Q.—In these statements you have 
sent in you have not in any case in- 
dicated the rate of interest on call 
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loans? A.—The rate varies. It has 
gone as high as 6 per cent. and down 
to 44. The rate is in our investment 
book. 

Q.—The rate at which it is ap- 
proved P A.—Yes, and of course it 
changes, every two or three months, 
according to the value of money. 

Q.—Do you lend sufficiently on call 
to be able to say what is the prevailing 
rate or do you get that from the brok- 
ers? A.—We have loans to three firms 
only. 

Q.—What three firms? A.—-L. J. 
Forget & Co., Macdougall Bros. and 
Burnet & Co. 

Q.—Are either of the other firms 
directly or indirectly connected with 
the company? A.—No, MacDougall 
Bros. are interested to the extent of 
$5,000 subscribed stock. 

Q.—They hold stock to that extent. 
There is no other interest in those 
firms than that? A.—None whatéver. 


Q.—Then, have these firms all paid 
you the same rate of interest at any 
given time? Has the rate been uni- 
form throughout? A.—No, in some 
eases the borrowers would notify us 
that the rate of interest was reduced. 


Q.—The borrower would notify you 
that the rate of interest was reduced? 
A.—Yes. 

Q.—That is to say by banks and 
other loaning institutions? A.—No, 
that they had reduced their rate of 
interest payable to the parties that 
had loaned to them. 


Q.—Would you repeat that, please. 
A.—That they had reduced their rate 
of interest—the rate of interest they 
were paying to the parties from whom 
they borrowed, they were borrowers. 

Q.—They were borrowers, and they, 
the borrowers, had reduced it, 


MR. LANGMUIR: That is the 
client of the broker? 

MR. '‘SHEPLEY: No, the brokers 
themselves. 

MR. TILLEY: You say the brokers 
themselves would notify you. Do you 
mean to say that the general prevail- 
ing rate of interest on call loans had 
declined? A.—Yes. 

Q.—Not that they had reduced the 
rate of interest that you were to be 
paid?. A.—No, they were doing it 
with their clients. 


Q.—-Is it fair to put it this way, 
that they had reduced the rate of in- 
terest they were charging their cus- 
tomers? A.—No, we had nothing to 
do with that. 

Q.—But they would tell you the rate 
of interest has dropped? A.—Yes. 
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Q.—We will say you were charging 
6 and one of them would send over 
word that the rate of interest had 
gone down to 53 and you would change 
it A.—yYes, they would notify us di- 
rectly that the rate they would be 
paying would be 53. 

Q.—Did it ever occur that you 
were charging 53 and they would raise 
you to 6? A.—Yes, and we have also 
raised them. 


Q.—Have you ever lowered them? 
A.—No, we wait to be advised. 

Q.—They have lowered themselves 
and you have raised them sometimes? 
A.—Yes. 


Q.—And sometimes they have raised 
it themselves? A.—They have. 


MR. KENT: That is rather a nov- 
elty. A.—That is governed by the 
rate of interest on call loans. The 
banks regulate that. 

Q.—It is the first time I ever heard 
of a borrower increasing the rate of 
interest he is paying. A.—I had a 
case, the last $10,000 we lent, the 
borrowers notified us in conection with 
the new loan that the rate of interest 
would be a certain rate and that the 
old loan would be raised equally, which 
was a half per cent. They are very 
respectable firms, you know. 

MR. TILLEY: Of course, Mr. 
Burke, we are not at all reflecting in 
any way, we are just getting the facts. 
I suppose on receiving a notice such 
as that, you would assume that the 
prevailing rate had been altered by 
other lending institutions to brokers? 
A.—Yes. 


Q.—Is it right to say that there 
is a prevailing rate for call loans, 
that it is so uniform that you can say 
that? A.—It is not exactly uniform 
but it comes within a certain rate. 
There might be half or a quarter per 
cent. difference. One bank may raise 
the rate and perhaps another bank 
won’t. But if there is a material 
change the banks will all follow it 
and we naturally have to accept the 
same. 

Q.—I suppose you got along without 
any friction at all? A.—Very little. 

Q.—If the rate was lowered and you 
were not satisfied, of course, there 
would be the right on your part to 
call? A.—To call in a loan, and the 
same with them. 


Q.—And if they were not satisfied 


‘with any stipulation you made by way 


of raising your rate, it was their privi- 
lege at any time to pay off the loan? 
A.—Yes. 
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Q.—But conditions were not such 


that it required any action such as_ 


that? A.—wNo. 

Q.—No loan was ever paid off be- 
cause you wanted to charge too much 
and you never called a loan because 
the broker wanted to pay something 
you were not willing to accept? A. 
—I don’t remember any case like that. 

Q.—And for the most part the 
broker has fixed the rate of interest? 
A.—We have to accept the rate of 
interest otherwise he would not take 
the loan. Sometimes loans have been 
paid off because the borrowers did not 
want the money then and did not want 
to pay interest on it. 

Q.—When that was done you would 
deposit the money, would you? A.— 
We would get the - -money and put it 
in the bank and loan it again as 
quickly as possible. 

Q.—Again on call loan on stocks? 
A.—Yes. 

Q.—And at the rate the broker 
fixed? A.—Yes, with interest, how- 
ever at the prevailing rate, the best 
rate that could be obtained. 


Q.—What portion of your available 
funds have you had loaned in that 
way, from time to time? A.—Our 
loans up to the end of 1905 stood at 
$110,000. 

Q.—They had been higher than that 
before? A.—At one time. 

Q.—Almost every time. In 1897 
apparently you loaned about $40,000. 
In 1898 it got up to $65,000; in 1899 
' $100,000. You see, right along these 
loans were at least half of all your 
assetsP A.—Yes. 


Q.—In 1899 your assets were $203,- 
000 and you lent $100,000 of it on 
eallP A.—Yes. 


Q.—Then in 1900 you loaned $120,- 
000 out of $232,000. That was in 
January. In December, 1900, you 
were loaning $125,000 out of $232,000. 
Of course the $120,000 would be out 
of a less sum than $232,000 because 
earlier in the year? A.—Yes. 

Q.—Then on January 14th, 1901, 
you were loaing $150,000 on call out 
of $272,000, and on May 13th, 1901, 
you were loaning $155,000 on call. On 
September 14th, 1903, $95,000. Oc- 
tober 7th. 1903, $100,000. February 
10, 1904, $125,000. January Ist, 1906, 
$110,000, and at the present time, 
how much? A.—At the present time 
$140,000. 

Q.—So that vou have been, taking 
it throughout the whole period. lend- 
ing approximately 50 ner cent. of your 
available assets on call? A.—Yes, and 
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IT think that is better than owning 
real estate. 

Q.—What about lending on real es- 
tate? A.—Well, you wouldn’t get as 
good a rate of interest. 

Q.—What average rate of interest 
have you received on your funds? A. 
—On our interest earning funds we 
must have obtained ahout 44. Of 
course not on our total assets, be- 
cause there are always assets that 
are not interest earning. 

Q.—What assets do you refer to 
there? A.—In the total assets there 
would be outstanding premiums and 
the like. 

Q.—What interest do you get on 
outstanding premiums? A.—The de- 
ferred premiums earn interest at about 
six per cent. per annum for the half 
year 

Q. That would fall into the interest 
fundP A. —No, that falls into the ac- 
tual premium. 

Q.—You call that premium? A.— 
Yes. 

Q.—You never distinguish what is 
added to the premium for deferring 
the payment? A.—No. Would you 
allow me to explain about those large 
amounts on call loan at the end of 
the year? 

Q.—Yes? A.—In this case I re- 
member distinctly we were waiting for 
investment. 

Q.—I was wrong when I said it was 
the end of the year; these are just 
taken from your minutes or some place 
where you had shown the amount of 
money you had out on call. In no 
case is it December 31st. It is No- 
vember or May or January, just 
taken at random from your minutes 
to show about how you have loaned 
from time to time on calls? A.—Yes, 
I think our policy was rather than 
leaving the money in the bank without 
interest to put it on call loans when- 
ever we could get them. 


Q.—Waiting an investment on what, 
because you seem to keep it there, 
more to reinvest in call loans than 
for any other purpose? A.—I am 
speaking of the earlier dates. 


Q.—What investments were you 
awaiting? A.—I can only speak of 
that as probably a reason why there 
had been in some of the accounts a 
larger amount than probably was ne- 
cessary. 

Q.—Because that is the reason you 
give I want to know the basis for it. 
What investments were you awaib- 
ing and what investments have you 
made other than keeping it going in 
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and out on these call loans? A.—We 
have been increasing our deposits 
with the Government in _ several 
amounts in different years. 

Q.—Were you awaiting the time 
when you would make a deposit? A. 
—My idea is, and always has been, 
to deposit with the Government a 
large amount of securities. 

Q.—How much have you deposited 
with the Government now? A.—We 
have $250,000. 

Q.—What are you required to have 
deposited? A.—$50,000. 

Q.—Why have you the additional 
deposit? A.—For the reason that it 
is a good investment. It is a good 
policy to buy long investments and 
put them in the best possible place 
for security. The Dominion Govern- 
ment is responsible to the company 
and the policyholders for the custody 
of those securities. 

Q.—I suppose it is an offset to 
agents talking about this impairment 
of capitalP A.—Well, I take it the 
general impression is that a good 
Government deposit is a good thing 
for a company to have, it gives a 
feeling of secnrity. 

Q.—It gives the Royal agents 
something to talk about? A.—Yes, 
perfectly justifiable. 


Q.—Have you the information as to 
how that has been built up from year 
to year? A.—1904 we bought $15,000 
of City of Ottawa bonds for deposit, 
at the time these loans were running. 
In the same year we bought $50,000 
of the City of Montreal bonds for 
deposit and deposited them. 

Q.—What was the next? A.—It 
was a similar transaction. 

Q.—That is $65,000, and when was 
the last one before that? A.—In 1902 
we purchased $24,000 of Canadian 
Northern Railway bonds, guaranteed 
by the Province of Manitoba. 


Q.—Those were deposited with the 
Government, too, were they? A.— 
Yes, all deposited with the Govern- 
ment. In October, 1901, we purchased 
$55,000 of St. Henri. In April, 1901, 
we purchased $60,000 of the Province 
of Manitoba bonds. These were de- 
posited with the Government. In 
1897 there were $6,000 Province of 
Nova Scotia bonds. That was the 
earliest of our purchases. Then there 
was the Dominion of Canada stock, 
$56,300, purchased in 1897. These 
have matured and been replaced. The 
amount now on deposit is $250,000. 
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MR. SHEPLEY: That makes $277,- 
120. A.—The last Blue Book has the 
details. The total is $250,553.35 par 
value. 

Q.—(Reads from the last Govern- 
ment return the items of securities 
deposited with the Government.) A. 
—Making the total I have given. 

Q.—Then, Mr. Burke, you have 
loaned in some of these cases on 
securities that are not authorized by 
the Act, have you not? A.—Yes, I 
think so. 

Q.—Tell me what loans you have 
made not authorized? A.—In three 
or four instances, so far as I can 
remember, without referring to the 
records. y 

Q.—I wish you would give me this 
exactly, please. I suppose this is one 
of the things you had in mind that 
you would be asked about, unauthor- 
ized loans? A.—They did not strike 
me as very serious. 

Q.—On September 30th the third 
call loan you made, you loaned on 
C.P.R. stock, didn’t you? A.—Yes. 

Q.—To whom? A.—That was to L. 
J. Forget & Company That was in 
1897. 

Q.—The account with L. J. Forget 
& Company is at page 13. The call 
loan is $20,000? Is that the one? 
A.—Yes. 

Q.—You had a rate of 23 per cent. 
interest? A.—At that time. 

Q.—Was that the current call loan 
rate at that time? A.—Yes. 

Q.—In 1897, 34 per cent.? A.— 
Yes. 

Q.—Payable quarterly? A.—yYes. 

Q.—On 200 shares of Montreal 
Street Railway, transferred in the 
names of James Crathern and David 
Burke in trust. Then on January 
Ist, 1898, changed to a three months’ 
loan at 4 per cent.? A.—yYes. 

Q.—March 4th, 1898, the security 
was changed to 300 C.P.R., market 
value 853, and 250 Toronto Street 
Railway stock, market value 103? 
A.—Yes. 

Q.—April Ist, 1898, interest at 44 
call from this date. April 5th, 1898, 
interest 5 per cent. call from this 
date. June 6th, 1898, 4% per cent. 
call from this date. Where is the 
current account, do you keep a sepa- 
rate one on each page? A.—They are 
all consolidated now into one account. 

Q.—The account has all been con- 
solidated now. It is a loan of how 
much? A.—%60,000. 
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Q.—On March 23rd, 1904, the in- 
terest was made 5 per cent. Febru- 
ary 4th, 1905, 43 per cent. March 
llth, 1905, 4 per cent. November Ist, 
1905, 43 per cent. November 11th, 
1905, 5 per cent. May 7th, 1906, 53 
per cent. June 4th, 5 per cent. Sep- 
tember 20th, 1906, 5.12 per cent. Now 
show me the other brokerage account 
so that I can compare the rates of 
interest. The heading on MacDougall 
Bros.’ account is 5 per cent. from 
January 20th, 1904, and then 43 per 
cent. from November Ist, 1905; 42 
per cent. from February 19th, 1906. 
I see that it was entered here 5 per 
cent. from November 14th, 1905, and 
afterwards struck out. What does 
that mean, that they would not agree 
to that rate? Different rates are 
struck out. A.—There may have been 
some change. I am not familiar with 
that. 

Q.—April 10th, 1906, 5 per cent. In 
April, 1906, the other account was 5 
per cent. May 8th, 1906, 53. June 
7th, 1906, 5 per cent. June 22nd, 44 
per cent. So that the accounts do 
not run uniformly as to interest. A. 
—No, but I think the interest will 
average at least 5 per cent. 


Q.—Then on October 21st there was 
another loan on C.P.R. to MacDougall 
Bros., 225 shares? A.—Yes. 


Q.—And on April 15th there was a 
call Ioan of 50 shares of Canadian 
Colored: Cotton stock? A.—Yes. 


- @.—Did you regard that as coming 
under the Act? A.—Well, in all 
probability that escaped my notice. 

Q.—Why do you say that? <A.—TI 
don’t remember having passed an 
opinion at the time. 


Q.—Would you have loaned on it, if 
vou, had know about it? A.—Well, I 
would not like to violate the Act. 


Q.—Yon had violated it already in 
the C.P.R. stock? A.—I suppose I 
did. according to the strict interpre- 
tation of the Act. 

Q.—Or to the liheral or loose inter- 
pretation either did vou not? There 
was no question that that was a 
violation of the Act? A.—I think it 
was, yes. But I do not consider the 
Act by any means perfect. 

Q.—But it is there for your guid- 
ance is it not? A.—Yes. 

Q.—Was there anv discussion about 
lending on C.P.R. when you lent on 
it? “A.—T don’t remember anv. 

Q.—Did vou suevest that the Act 
would not nermit it to be done? A.— 
T cannot remember. 
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Q.—You don’t remember about that 
at all? A.—I don’t remember the cir- 
cumstances. 

Q.—Did you ever complain of the 
loan on Canadian (Colored Cotton 
stock, when you found it out? A.— 
Yes. 

Q.—What do you remember about 
that? A.—My memory is that they 
were changed, that the. security was 
changed. . 

Q.—And something else given you? 
A.—I think in all probability there 
must have been. 

Q.—Apparently not; that seems to 
be the last security you have and that 
was received by you in consideration 
of giving up 50 shares of Montreal 
Street Railway. Look at April 15th? 
A.—That was to H. C. Scott. 

Q.—There is another loan on Can- 
adian Colored? A couple more 
loans. Probably you are not referr- 
ing to this one. You made _ several 
loans on Canadian Colored stock, did 
you not? A.—The Canadian Colored 
Cotton stock was part security. 
There were other securities. 

Q.—In each case? A.—Yes. 

Q.—But that was the security on 
which you made the loan? A.—They 
were included. 

Q.—In the case I was referring to 
of April 15th, 1898, that was the only 
security for a loan of $5,000? A.— 
Yes. 

Q.—And then on July 22nd in the 
same vear you loaned on 150 shares of 
U.P.R.? A.—Yes. 

Q.—To L. J. Forget & Co. On 
January 15th, 1900, you loaned $20,- 
000 on 200 shares Canadian Colored 
Cotton stock and 200 shares Twin City 
Rapid Transit Stock? A.—Yes. 

Q.—Wes Twin City a stock on 
which you were authorized to lend? 
A.—No. 

Q.—Why did you lend on it? A.— 
1 considered the, security perfectly 
cood. 

“Q.—And did not care about the 
Act? <A.—Well. I suppose 1 _ over- 
looked the prohibition. 

Q.—You disregarded it? A.—Pro- 
bably that would be my answer. 

Q.—Intentionally, I suppose? A.— 
I think in that case I did. 

Q.—Was there any special reason 
whv vou should do it? Here were 
two stocks, one Canadian Colored 
Cotton and the other Twin City as 
securities for a large loan of $20,000 
and vou knew they were not author- 
ized? A.—They were offered to us 
and on the market in Montreal; at 
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the market value there was a large 
margin and we evidently concluded 
to accept them. 

Q.—You say there was nothing spe- 
cial about it? A.—TI don’t think so. 

Q.—You made a loan on that date 
of $20,000 at6 per cent. and the stock 
was put in the names of James Crath- 
ern and David Burke in trust. The 
certificates would be 25 shares each. 
The rate is changed, on May 14th, 6 
per cent., June 15th, 54, and August 
21st, 5 per cent. Has the loan been 
paid offP A.—Yes. 

Q.—Then you were offered the stock 
without any discussion or any special 
circumstance, you just took it the 
same as if it had been a properly 
authorized security? A.—Yes. 

Q.—You did not consider the pro- 
priety or impropriety of it having re- 
gard to the Insurance Act? A.—We 
did not consider it seriously. 

Q.—You considered it something you 
had no right to do but because you 
thought the ‘security was good you 
decided that you would make the loan 
whether the Act authorized you to do 
so or not? A.—I suppose that would 
be my conclusion. 

Q.—Did you ever advise your direc- 
tors about it being unauthorized? 
A.—I don’t remember at the time. 

Q.—Did the directors know it was 

unauthorized? A.—Possibly they did 
not. . 
Q.—Did you think of whether it 
was fair to let directors approve of 
that loan knowing that they might be 
authorising a loan which should not 
be authorised? A.—That did not en- 
ter into my mind at all. I had no 
idea. 

Q.—Did you consider whether the 
directors might be called upon to pay 
the company any loss it might sustain 
with respect to that item, by reason 
of authorising a loan on security that 
the company was not entitled to take? 
A.—No, that phase of it did not en- 
ter into my mind. I considered the 
securities could be sold inside of an 
hour for 20 to 30 per cent. more 
than we accepted them at. 

Q.—Many a person has_ thought 
wrong about what stocks would sell 
for? A.—That is quite true. 

Q.—And you did not apprise your 
directors of the fact that they were 
ratifying a loan on an unauthorised 
security? A.—Probably not on those 
occasions. 

Q.—Did you at any time? A.— 
Later on we refused to take anything 
about which there was a doubt. 
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Q.—When did you take that plane, 
this year? A.—lWast year. 

Q.—I think, perhaps, when the Sup- 
erintendent of Insurance called my 
attemtion to certain securities that 
we were then carrying. 

Q.—What securities did he call your 
attention to? A.—I think Detroit 
United Railway was the single case. 

Q.—You are not authorised to lend 
on that because you had no business 
that you were carrying on in _ the 
United States and there was no jus- 
tification for it at all, 1 suppose? A. 
—No, not under the Act. 

Q.—You are not carrying on busi- 
ness in the United States at all, are 
youP A.—No. 

Q.—On May 22nd, 1900, you made 
a loan on 100 shares of Royal Electric 
stock and 100 shares of Canadian 
Colored Cotton stock? A.—Yes, 

Q.—Did you regard Royal Electric 
as coming under the Act? A.—yYes. 

Q.—Was it an electric light com- 
pany? <A.—yYes, now the Montreal 
Light Heat and Power. 


(Adjourned to two o’clock). 
| AFTERNOON SITTING. 


i DAVID BURKE. 
resumed by 


1 MR. TILLEY: Q.—We referred to 
the loan on May 22nd, on 100 shares 
of Royal Electric and 100 shares of 
Canadian Colored Cotton Mills, and 
you say that the Royal Electric Com- 
pany stock comes within section 50 
of the Act? A.—Yes, the company 
has a franchise in Montreal. 

Q.—For lighting? A.—yYes. 
i Q.—Then on December llth, 1902, 
you loaned $15,000 on 200 shares of 
Montreal Light, Heat and Power. 
Did you consider at that time whether 
that was an authorized security? A. 
-—I considered it was an authorized 
security. 
i Q.—But some doubt was created 
about it afterwards, was there? A. 
—No, I think not. 

Q.—Not in your mind? A.—No. 

Q.—Well then, passing that over, 
you told us that on January 5dth, 
1903, you loaned $10,000 on the se- 
curity of 253 shares of the Montreal 
Light, Heat and Power, 75 of Detroit 
United Railway stock and 50 shares 
of Twin City Rapid Transit? A.—I 
think that is correct. 
| Q.—Is that the Detroit United Rail- 
way stock that you referred to in 
sg evidence this morning? A.— 
iyes, 
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. Q.—That is the security which was 
brought to your attention by the 
superintendent? A.—Yes. 

. Q.—Or by Mr. Blackadar? <A.— 
By the superintendent, by a formal 
communication. ‘ 

Q.—That was a formal communica- 
tion to youP A.—Yes. 

. Q.—You made further loans on that 
security from time to time? A.— 
To some limited extent I think only. 

Q.—On November 20th, nineteen 
hundred and five (1905) you loaned on 
the security of 125 shares of Detroit 
United Railway. On January 17th, 
you loaned on 125 shares of Detroit 
United Railway, the loan being $10,- 
000, and again on February 7th, you 
loaned on shares of the Detroit Unit- 
ed Stock. When was it brought to 
your attention by the department that 
that was an unauthorized security? 
A.—Very shortly after that. 

Q.—After February? A.—Yes. 

‘Q.—Not before February 7th? A. 
—No. 

Q.—At the time it was brought to 
your attention by the department, 
do you know how many shares you 
were carrying? A.—On February 
19th, 1906, we only carried 125 shares 
of Detroit railway. 
| Q.—Why do you fix that date? A. 
—Because this is the date of the 
superintendent’s letter. 

Q.—You say 125 shares. That letter 
February 19th, refers to the annual 
-statement you sent in for the end of 
1905? A.—Yes. 

().—So that that did not take into 
account the 125 and the 75 shares that 
you received as security in 1906? A. 
—No, these would be in addition. 

Q.—So that that would make alto- 
gether 825 shares, all being carried 
for one broker? A.—Probably so. 

Q.—What did you do on receipt of 
the letter complaining of that invest- 
ment? A.—Well, shall I read my 
answer. 

Q.—Yes? A.—It is dated February 
29th, to the superintendent of insur- 
ance. 

Q.—We will take that letter out of 
the bundle and file it. Then the let- 
ter from the Department and your 
reply of February 20th. Does that 
complete the correspondence about 
that? A.—Yes, that completes the 
correspondence. (Exhibit 653.) 

Q.—(Reads letters). Did you ad- 
vise the department later? A.—Yes. 

Q.—I will attach that letter of 
March 5th, 1906, to Mr. Fitzgerald. 
(Reads letter). In the meantime you 
had taken in the other 250 shares of 
Detroit stock as collateral. When 
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you wrote the letter of March 5dth, 
had those shares passed out of your 
possession ? A.—Everything unau- 
thorized had passed out of our pos- 
session. 

Q.—The loan originally was $25,- 

000 and increased to $45,000. Is that 
additional $20,000 made up of these 
two loans of 10,000 on January 17th 
and February 7th? A.—yYes. 
_ Q.—You put that all in one loan on 
February Ist, 1906, and took the se- 
curities that are mentioned in the 
letter? A.—Yes, cleaned out all our 
securities that there was any question 
about being authorized. 

Q.—Do you say that you did 
take out of your account everything 
that was unauthorized under the In- 
surance Act? A.—So far as I can 
remember, yes. 

Q.—And have you since that date 
made any loan on unauthorized se- 
curities? A.—None whatever. 

Q.—Have you any securities now 
that are unauthorized under the ActP 
A.—No, we have none. 

Q.—You are positive about that? 


A.—Quite positive. 


Q.—None that you are in any doubt 
about? A.—None whatever. 

Q.—And you can say there was no 
loss with respect to any of the loans 
on any of the unauthorized securi- 
ties? A.—Not one dollar. 

Q.—Just to complete the record, 
with respect to these loans, besides 
the ones we have mentioned, there was 
a loan on July 17th, 1903, to a broker- 
age firm of $10,000 on 150 shares of 
Dominion Iron and Steel Preferred 
stock, and 200 shares Canadian Color- 
ed Cotton. Both of those of course 
were unauthorized? &.—Yes. 

_ Q.—I suppose you knew at the 
time? A.—Well, it might have es- 
caped my notice. 

Q.—But probably did not? A.—TI 
would not be prepared to state that 
far back what impression was on my 
mind. 7 

Q.—I gather from what you have 
said, that you have always had that 
question in your mind when making 
loans, whether you disregarded the 
Act or not, was another question. but 
you always knew of the Act and the 
provisions of the Act? A.—Pretty 
fairly. 

Q.—Then other than the loans we 
have mentioned, have you made any 
other loans on securities that were 
not authorized, and did not come un- 
der the Act? A.—None whatever. 

Q.—The record that you sent in of 
vour loans, contains a record of every 
loan vou have made? A.—Every item. 
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Q.—On call? A.—Yes. 
Q.—Or stocks? A.—Yes. 


Q.—Then you have told us already 
I think that you have no loans on 
real estate? A.—None. 


Q.—I understand that 48.2 of your 
loans at the present time, or at the 
end of 1905 were on municipal bonds? 
Would that be according to your un- 
derstanding? $238,735 constituting 
48.2 per cent. of the assets invested in 
municipal bonds? A.—Yes, that would 
be—— 


Q.—That would be substantially 
what you have deposited? A.—I think 
that is correct. 

Q.—Then 5.1 per cent incorporation 
bonds and 22.2 per cent. in call loans? 
A.—Yes. 

Q.—And then of course the various 
other assets make up the balance? A. 
—Yes. 

Q.—Have you ever carried on in- 
dustrial insurance? A.—No, we have 
never issued an industrial policy. 

Q.—Have you insured children at 
allp A.—No. 

Q.—What is the youngest age that 
your company insures? A.—15 is the 
youngest age at which we accept the 
risk of death. 

Q.—And you have never violated 
that rule of the company, that age 
limit of the company? A.—wWell, it 
is simply not an established rule, but 
on principle we have not done it. We 
issue a child’s endowment, under 
which we carry the risk on the endow- 
er, and in case of the death of the 
endower the premiums become paid 
up, the endowment being paid at the 
date of the majority of the child, but 
there is no risk on the child. 

Q.—There is no money payable on 
the death’ of the child? A.—No. I 
was never in favor of insuring child- 
ren. 

Q.—I suppose it goes without saying 
that you have not paid to your share- 
holders any very large dividend yet? 
A.—No, not yet. 

eee Sy have not paid any at all? 

—No. 

Q.—Have you paid out any profits 
to shareholders? A.—Not yet. 

_ Q.—You have issued policies carry- 
ing profits, or suppose to carry profit? 
A.—Yes, participating policies. 

Q.—And how often under the policy 
that you have issued, are you supposed 
to add or compute the profits? A.— 
Our cumulative policies, what we call 
our with-profits policies, have a de- 
ferred dividend period in the majority 
of them at 20 years, a few at fifteen. 


Royal Victoria Life Ins. Co. 
(D, Burke, Ex’d.) 


Q.—Have you any at five? A.— 
No five. 

Q.—You have protected yourselves 
as to that? A.—Yes, and no ten year 
dividend period. 

Q.—So that the time has not ar- 
rived yet to say under any of these 
policies what the policyholder shall 
receive in the way of profits? A.— 
No. The first will be 15 years. 

Q.—What have you done towards 
getting ready for the change in re- 
serve? A.—We will not have many 
reserves that will be affected by that 
change in 1910. 

Q.—There are very few policies of 
your company issued before the change 
in the Act of 1900? A.—Yes. 

Q.—Just such policies as were is- 
sued between 1897 and 1900 would 
have to be revalued? A.—Yes, a dif- 
ference of 4 per cent. 

Q.—Do you propose to do anything 
in the immediate future with respect 
to that, or leave it until the time ar- 
rives to say how much insurance there 
is? A.—I think we will leave it un- 
til the time arrives, as we could not 
make any estimate as to how much 
of the business might then be on the 
books. It will not be large. 

Q.—I suppose that anything you give 
in that direction now would simply 
be in increase of the apparent im- 
pairment of capital? A.—yYes, it 
would have that effect. 

Q.—And for that reason it would 
not be a judicious thing to do, that 
is your view? A.—yYes, that is mv 
view. 

Q.—I understand you desire to make 
a correction of a statement you made 
this morning and we are glad to have 
it? A.—In reference to policies on 
which notes were accepted, I stated 
this morning I did not consider them 
as taken policies. That was our first 
treatment in the early years of the 
company, but in the last four years. 
T find we treated them as accepted 
policies; consequently if the note was 
not paid they would be lapsed poli- 
cies, but we never included the note 
as an asset; it simply went in as pre- 
miums outstanding in the conrse of 
collection, nor did we take in the pre- 
miums as income until the cash was 
paid, hut we treated it as an asset. 

Q.—You trented it as an asset? A. 
—Yes. 

Q.—And treated the policy as taken? 
A.—Yes. 

()—And when the note was not 
vaid and the policy ceased to be a 
liability on the company, you treated 
it as a lapsed policy? A.—Yes. 
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Q.—Because the number of policies 
vou treat as not taken would not seem 
to allow for many policies where notes 
had been given? A.—No. 

Q.—Now that you are referring to 
matters that you overlooked this morn- 
ing, there is one thing I overlooked, 
and that is to ask you how much you 
paid out in the way of organization 
expenses in connection with your com- 
pany? Have you a memorandum of 
that? A.—Yes, the total organization 
expenses of the company, including 
commissions paid on shares secured, 
and on the cost of the charter and 
ordinary expenses previous to the com- 
pany’s organization being completed, 
was $2,270.95; and $485,65 of that 
amount was for the fees incurred in 
cetting the charter through Parlia- 
ment. 

Q.—Getting a private Act? As 
Yes, and the commissions on stock 
were $1,785.20, a total of $2,270.95. 

Q.—Does that represent every item 
of expense that the company had? A. 
—_Every item of expense the company 
had in connection with it. 

Q.—Did you obtain subscriptions 
for stock? A.—Very largely. ' 

Q.—And were you paid any commis- 
sion for it? A.—None whatever. 

Q.—So that the $1,700 odd that you 
have spoken of covers every payment 
you made to any agent by way of com- 
mission? A.—Yes. 

Q.—And less than $500 covers all 
your expenses in connection with the 
preliminary work? A.—Yes. 

Q.—Do you show in your books the 
legal reserve on your policies. as a 
liability? A.—Yes. 

Q.—You carried it forward in your 
books—I am not speaking now of the 
annual return, but I am asking now 
as to your own books, the company’s 
office books? A.—We have valuation 
registers in which we carry every poli- 
cy. } 

~Q.—Do you include that account in 
your ledger as one of the liabilities of 
the Company? A.—No, we do in our 
statement to the Department of In- 
surance. 

Q.—You must do that, but I am 
asking you in your own ledgers, show- 
ing your assets and liabilities and so 
on, and the progress of your accounts, 
you include the legal reserve as one 
of the accounts? A.—Yes, but we do 
not make up a balance sheet except 
at the end of the year, including re- 
‘serve. 4 

Q.—I am told you have not in your 
‘books of account any account which 
shows the legal reserve as a liability. 
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I am told that by the accountant. Is 
he wrong in that? A.—Well, we keep 
a record of our policies for valuation 
purposes. 

Q.—Of course you would have to do 
that, otherwise you would have to 
make a fresh computation at the end 
of every year? A.—Well, we do make 
a fresh computation at the end of 
every year. 

Q.—Who does that work in your 
office? A.—Mr. Beaver. 

Q.—Do you check it in any way, 
or is he entirely responsible? A.— 
Yes, I check it.. I check certain poli- 
cies. | 

Q.—In each policy or group of simi- 
lar policies valued? A.—Each policy 
is valued separately. 

Q.—At the end of every year? A. 
—Our business is not large enough 
yet to value by groups. 

Q.—Can you say that the reserve as 

you put it in the annual return is 
ample to cover the full legal reserve 
as required by Parliament? A.—I¢t is 
correct according to the requirements 
of Parliament. 
_ Q.—In connection with the organ- 
ization of your company, did you issue 
policies on. which any persons: who 
were insured got the benefit of agent’s 
claims and so on? A.—None. 

Q.—None at all? A.—No. 

Q.—Do the directors get special 
terms on their policies? A.—No. 

Q.—Do you collect from any per- 
sons who are insured the full prem- 
ium without paying any commission? 
A.—Yes, we collect in full. 

Q.—On what policies do ‘you do 


' that? A.—Well, unless an agent has 


a contract entitling him to commission, 
we pay no commission. Where agents 
have ceased to represent us, the pol- 
icy holders remit direct the full prem- 
ium. 

Q.—Do you get any commissions 
yourself? A.—None whatever. 

Q.—On any class of business? A.— 


. Nor any connected with the company. 


Q.—No person in the head office 
gets any commission? A.—No, unless 
it might be where an employee will 
write up a risk and bring it in we 
will allow him a commission accord- 
ing to rule, but not otherwise. 


Q.—You have in your books an ac- 
count showing amounts for premiums 
due your company for reinsurance with 
ae companies, have you not? A.— 

es. 

Q.—What does that account repre- 
sent? A.—That account represents 
the premium at the end of the year. 
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Q.—Due to your company? A.— 
Due to your company for our rein- 
surance of the other companies’ poli- 
cies, 

Q.—Can you say what that account 
amounts to, or amounted to at the 
end of 1905? A.—It might amount to 
$1,000, or a couple of thousand dollars. 
* Q.—Have you a corresponding ac- 
count for what you owed the other 
companies on insurance the other com- 
panies had for you? A.—Well, they 
are supposed to keep tab on that busi- 
ness themselves. 

Q.—That is a liability of your com- 
pany, is it not? Whatever you owe 
is a liability? A.—It would be a lia- 
bility. 

Q.—Is it not the fact that you show 
the asset of what the other companies 
owe you without showing the corres- 
ponding liability of what you owe the 
other companies? A.—We take in our 
liability under the policies with the 
other companies. 

Q.—But you do not take in the 
premiums you owe the other compan- 
ies? A.—We do not do that. And of 
course if a premium is not paid we 
are under no further liability except 
for the paid up insurance. The con- 
tract would cease. It is a contingent 
liability. 

Q:—And it.is a contingent asset in 
the same way? A.—Yes. 

Q.—So that if it is an asset there 
should be a corresponding liability for 
what you oweP A.—Well, each case 
will be under a different transaction. 


Q.—It is a different transaction. 
but the principle is the same? A.—I 
do not look at it in that way. 


Q.—Almost every company seem to 
have an asset for premiums due to it 
by other companies, but there does 
not seem to be any company that owes 
anything? A.—It would not be re- 
quired to keep track of what it might 
owe. If a premium under its own 
policy is paid to it, it will naturally 
remit to the other company to keep 
the insurance in force. The reserve 
on that policy is put in the account, 
and it is just in the same position as 
premiums outstanding 

Q.—That is to say if the premium 
is not paid to the company it is not 
under any liability to the other com- 
pany ? A.—No. 

Q.—In the same way as you treat 
the premium due by the other com- 
pany as an asset, but you do not get 
the asset? A.—No. 

Q.—If there is one account, there 
should be a corresponding account? 
A.—No. If the premium is not paid 
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the policy lapses, and it releases a re- 
serve under that policy, and it may 
release a reserve equal to and larger 
than the amount of the premiums. 


Q.—That may be so, and still does 
not explain why you should treat as 
an asset what the other companies 
owe you and not treat as a liability 
what you owe the other company on 
the same class of business? A.—It 
would be in the same position as if 
one company insured for the other, 
and there was no exchange of insur- 
ance. I do not think the two accounts 


can be possibly mixed up. 


Q.—The two accounts cannot be 
mixed up as between you and the 
other company; that is quite true, but 
you should not swell your assets by the 
one account, unless you increase your 
liabilities by the other; that is the 
point; is that not so? A.—I do not 
think it could possibly be a material 
matter. Does that item appear in our 
account P 


_Q.—The accountant for the Commis- 
sion says he discussed that feature of 
it with the actuary? A.—I do not 
think he found it in the accounts. He 
discussed that feature of it. 


Q.—While your books show the bal- 
ance against other companies for 
premiums due from them, still your 
books do not show any corresponding 
items? A.—It must have been a very 
small amount because we remit in ad- 
vance. 

Q.—Who made up your estimates in 
the 1897 and 1898 rate book and so 
on? A.—TI took almost exclusively the 
Northern American figures. They 
offered to allow me to use their rates - 
and the premium rates were higher, 
the highest in fact of any of the com- 
panies at that date. I accepted their 
rates, and until January, 1900, did all 
our business on these rates, following 
their usage very largely. 

Q.—That is up to 1900? A.—Yes. 


Q.—And in 1900 what did you do? 
Increased your premiums? A.—We 
adjusted our premiums in conformity 
with the Act. 


Q.—What did you do about the es- 
timates? A.—We reduced our esti- 
mates because of the prevailing rate of 
interest. 

Q.—I suppose you got some experi- 
ence and got past the time when you— 
A.—We judged by the surroundings. 
Our own experience amounted to no- 
thing, 

Q.—In 1900 you put it on a basis 
you thought was right? A.—We raised 
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the premiums and cut down the esti- 
mates. 


Q.—And you put the blame for the 


previous estimates on the book you’ 


borrowed, is that substantially it? 
A.—I would not like to imply that. 
However, 1 was muah by me re 

._—I suppose you had got out esti- 
oe ae ani competer A.—We 
had to or not do business. 

Q.—I would put in the schedule 
showing the estimates and the prem- 
iums as they were in 1897 and as you 
changed them in 1898, and again in 
1900 and again in 1904. Apparently 
in 1898 there was no very apparent 
substantial change. For the life, in- 
surance the estimates were the same. 
On the 20 pay they were the same, 
and the 20 year endowment was prac- 
tically the same—exactly the same. 
Then in 1900 they were all consider- 
ably reduced? A.—Yes. 

Q.—And in 1904 they were reduced 
again? A.—Yes. 

Q.—That is to say, taking the life 
plan first at age 25, your estimate in 
1897 was $269? A.—Yes. 

Q.—In 1900 $219, in 1904 $187; so 
that in 1900 when you fixed them 
yourselves, you did not seem to get 
very close to the real thing, did you? 
A.—We made a slight adjustment 
then 

Q.—It is a little more than a slight 
adjustmentP A.—I am speaking of 
1898. ' 

Q.—But in 1900 I understood fro 
what you said you made your own 
calculation and got what you thought 
was right? A.—yYes, we tried to bring 
them to more reasonable proportions. 

Q.—You would not like to say that 
you put them at what you thought 
was right. You say more reasonable? 
A.—At what I thought was about 
right. 

Q.—Age 55, $612 in 1900, $450 in 
1904. That is quite a substantial 
change; aged 45, 20 payment, $482. 
In 1900 reduced to $355, in 1904 $387, 
in 1900 reduced to $284? <A.—That 
was probably being brought about by 
the fact that the experience of most 
companies showed that they could not 
pay the profits they had expected, and 
we did not want to carry on any 
higher estimates. 


Q.—Further light? A.—yYes. 


Q.—The rate seemed to be the same 
in 1904 as in 1900? A.—yYes, they 
continued the same as in 1900. (Docu- 
ment exhibit 654.) 


a 


z 


6 EDWARD VII., A. 1906. 


Royal Victoria Life Ins. Co. 
(D. Burke, Iix’d.) 


Q.—Then I will put in your answer 
to the question as to surrender value. 
This statement you have sent in shows 
what percentage of the reserve you 
allow on life, limited life, and en- 
dowment policies by way of surrender 
value? A.—Yes. 


Q.—The percentage commences at 
70 per cent. and then increases until 
at the end of ten years and after it 
amounts to 100 per cent. of the re- 
serve. 

Q.—Is that the surrender value 
that you allow at the present time? 
A.—Yes. 


Q.—And always have allowed? A. 
—Yes, if I remember correctly, it has 
been our. practice all along. 

Q.—That is on participating policies 
and on non-participating policies, it 
is just ten per cent. less? A.—Just 
ten per cent. less. 


Q.—And you allow no surrender on 
term policies? A.—No_ surrender 
value on term policies. 


Q.—You have established the rule 
for paid-up policies in the case of 
limited payment life and endowment 
policies that you can adjust the per- 
centage that the number of payments 
made bear to the number of payments 


to be made under the policy? A.— 
Yes. 


_Q.—Then you have set out on life 
life policies how you compute that 
paid-up policy? A.—Yes. (Exhibit 
655.) 

Q.—Then you have also indicated 
how you fixed the loading, and what 
you say is this (Reads). That has been 
gone over many times with other com- 
panies. Attached to that statement 
is the schedule you have prepared 
showing how you add to the net prem- 
lums on the policies to bring up the 
gtoss premium charges? A.—Yes. 

Q.—You used a percentage and a 
constant in addition? A.—yYes. (Ex- 
hibit 656.) 


' Q.—You have issued what you call 
an annuity policy, and, without men- 
tioning the name of the annuitant, 
the undertaking of the policy is un- 
der the first policy to pay an annuity 
for twenty years, is it not, $500 per 
yearP <A.—Yes. 

Q.—Does that annuity cease on the 
death of the assured, if you may call 
him an assured? A.—It is an annu- 
ity certain, what they call an annuity 
eertain. 
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Q.—What do you mean by “an 
annuity certain’?? Does it mean that 
it is an annuity payable for twenty 
years over to the annuitant himself, 
or to his executors or assigns? A.— 
Yes. 


MR. LANGMUIR: Q.—An annuity 


for twenty years and there it ends? 
A.—Yes. 


MR. TILLEY: If the annuitant is 
still living he gets no further pay- 
ment under the policy? A.—No. 

Q.—And if he dies at the end of the 
ten years, for the remaining ten years 
it goes to his executors, administra- 
tors and assignsP A.—Yes. 

Q.—What feature of insurance is 
that in that contract? A.—Well, it 
is what we call annuity certain. 

Q.—That is a name. It is not an 
annuity at all, is it, in the sense that 
an insurance company is authorized 
to issue annuity policies, or contracts 
which in some respects is supposed to 
be contingent on the life or death 
of the annuitant? A.—I think most 
companies issue plans of insurance 
that at some time or other in its 
history it resolves itself into that 
identical form. 


Q.—Yes, at some time or other? A. 
— Yes. 

Q.—But that sometime or other 
comes about when some person dies? 
A.—Under certain forms of policy. 


Q.—What feature of insurance is 
there in that? That is a contract 
whereby in consideration of a present 
payment to your company yeu agree 
to pay another sum of money in 20 
instalments? Is that not right? A. 
—yYes. 

Q.—It is a borrowing of money by 
your company with an undertaking 
to repay in instalments? A.—In 
other words it is more of a positive 
investment. 

Q.—It is an investment, yes. Well, 
that is not insurance? A.—Well, I 
think we are justified in issuing those 
policies. 

Q.—Have you re-insured yourselves 
under that policy? A.—No. 

Q.—Would you if you were asking 
for re-insurance treat that as insur- 
ance in any shape or form? A.— 
We would not re-insure that risk. 

Q.—Because it is not contingent 
upon any person‘s life or death? A. 
—No. 

Q.—There is no contingency about 
it at, allP A.—No. 

Q.—It is a receipt of a certain sum 
amounting in that case to $7,106.20, 
with an agreement to pay $500 a year 
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for 20 years? A.—It is more in the 
nature of an investment for the com- 
pany. 

Q.—That is, the exact equivalent 
for $500 a year for twenty years on 
a basis of three and a half per cent.? 
A.—Yes. 

Q.—So that you have borrowed $7,- 
106.20, and you agree to pay it back 
in instalments at three and a _ half 
per cent. all the payments being at 
$500 a year? <A.—In other words we 
have invested that amount. 

Q.—But in the returns you have 
treated that as a policy or an an- 
nuity policy? A.—We treated it as 
an annuity certain, and took the the 
full reserve as a liability. 

Q.—How many other similar, or in 
any respect similar policies have you 
issued? A.—That was the only one— 
where we issued that form of policy. 

Q.—You did issue another one to 
the same party? A.—On his life. 

Q.—An endowment of $5,758 for a 
single premium of two thousand dol- 
lars oddP A.—That is of the same 
nature I think. 

Q.—Was that exactly the same 
nature or was that payable on death? 
A.—Probably it will be of the same 
nature. 

Q.—That is to say that was payable 
on the 30th December 1919? A.— 
Yes. 

Q.—And that is paid on the three 
and a half per cent. basis? A.—Yes. 

Q.—And it is payable on that date 
whether the person in whose favor it 
is issued dies before then or is then 
alive? A.—Yes. 

Q.—Then you issued another one to 
the same party, did you not? &.— 
Yes. 

Q.—An endowment—you call it an 
endowment—of $5,263. What do you 
mean by endowment—an endowment 
policy? A.—An endowment policy 
where the. amount is payable at the 
end of a period. 


Q.—At the end of a certain period? 
A.—Yes. 


Q.—It has nothing to do with 
whether he lives or dies? A.—I think 
that .has. 

MR. LANGMUIR: Q.—Is that last 
one payable in a lump sum at the end 
of the time or in instalments? 


MR. TILLEY: The first one is No. 
1,246 and that is the one where the 
consideraiion is $7,106.20 and_ it 
involved the payment by the com- 
pany of $500a year for 20 years, and 
the second one numbered 1,247 for a 
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single premium of $2,893.80 and in- 
volved the payment by the company 
of $5,758, on the 30th December in 
the year 1919, regardless of whether 
the beneficiary, 

MR. LANGMUIR: That is a cum- 
ulative investment? 

MR. TILLEY: Yes. Those two 
premiums added together make ex- 
actly $10,000, cash payment both 
taken out on the same date, Decem- 
ber 30th, 1899, one involved an an- 
nual payment and the other a pay- 
ment at the end of the period, and 
each computed on a basis of 34 per 
cent., and each regarded by the com- 
pany really as an investment, is that 
right? A.—Yes. 

Q.—The third policy or document, 
or whatever it is to be called, is num- 
bered 1,248, and involves two liabil- 
ities on the company, does it not? 
A.—Yes. 

Q.—The first is a liability to pay 
$5,263, to the beneficiary or his exe- 
cutors, administrators or assigns on 
the 30th December, 1919, the same 
date as the last preceding one. That 
is a similar contract in all respects to 
the last one we mentioned? A.—Yes 
with the addition— 

Q.—Well as far as we have gone it 
is the same? A.—Yes. 

Q.—And then a second liability on 
the company under the same contract 
to pay an annuity certain for 20 
years of $500 per annum to the bene- 
ficiary, his executor, administrator 
or assign, the first payment, to be 
made on the 30th December, 1904, or 
at the death of the beneficiary, should 
that occur sooner. 

Q.—So that is the only obligation 
that rests on the company that in any 
way is affected by the death of the 
beneficiary, is it not? | A.—Yes. 

Q.—And that is taken out on De- 
cember 30th, 1899, and the premium 
in that case is five annual instalments 
of $2,000, so that the $10,000, cash 
paid under the first two, with the 
$2,000, being the first of the five pay- 
ments under the third of those docu- 
ments, made a cash payment of $12,- 
000, to the company? <A.—Yes. 

Q.—Were those documents issued 
at the request of the company, or at 
the request of the beneficiary? A.— 
At the request of the beneficiary. 

Q.—It was a transaction that was 
initiated by him and not by the com- 
pany? A.—Initiated by the insured. 

Q.—It was a transaction that he 
desired to enter into? A.—yYes. 

—Did you consider whether it 
was an insurance or not? A.—Well 
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I considered one of the policies was 
insurance, and the other two I con- 
sidered as within our privileges, we 
would issue a policy for an annuity 
certain. 

Q.—Did you consider it was within 
your privileges by way of your power 
to invest, or by way of your power 
to insure lives under your Act? A.— 
We did it under both. 

Q.—You did it under all powers en- 
abling you to enter into the transac- 
tion? A.—Yes. 

Q.—I will put in the _ prospectus 
that was issued when the first $500,- 
000 was issued. Was that the way it 
was divided? A.—Yes. 

Q.—Both of those documents were 
issued the same year, and each was a 
prospectus issued by you in order to 
sell one-half of the capital stock? 
A.—I am not sure if they are the 
same year. 

Q.—They are both dated 1897? A. 
—All right (Exhibit 657). 

Q.—You did not in either prospec- 
tus indicate to the persons that were 
expected to subscribe for stock, that 
there would be any impairment of 
eapital? A.—No, neither did we indi- 
cate that they would get a dividend. 

MR. SHEPLEY: Do you put it 
quite so broadly as that. They are 
very cheerful documents. 

WITNESS: Well I think I am deal- 
ing with facts now. 

MR. TILLEY: Q.—You gave the 
dividend payable by every company? 
A.—Yes, that had previously existed. 

Q.—Including the Canada Life, Sun 
Life, Confederation and North Ameri- 
can? A.—Yes. 

Q.—And then let the receiver draw 
his own inference? A.—I quoted four 
good companies. 

Q.—You have not seen your com- 
pany’s name used in any prospectus 
by any other company? A.—No, we 
are not old enough for that. 

Q.—Then as to your former policy, 
I want to ask you about one or two 
clauses. What is the provision in 
your policy in case a note, cheque or 
draft is given for premium, and not 
paid when due? A.—The policy as 
a policy ceases. 

Q.—Does it thereby become void? 
A.—Not if three years’ premiums have 
been paid. 

Q.—If three years’ premiums have 
mee been paid, it becomes void? A. 
—Yes. 

Q.—Where is the clause with respect 
to that? A.—Under the 4th, 5th, 6th 
and 7th additions on the second page. 
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Q.—We will put in one of these as 
a form. (Exhibit 658.) Where is the 
caluse as to the cheque or note? A. 
—On the other side. 

Q.—This is rather an arbitrary pro- 
vision is it not? $A.—It is not in- 
tended to deprive the policyholder of 
his advantages. 

Q.—Will you say it does not deprive 
the policyholder of his advantages? 
A.—Yes. 

Q.—You will say that on the con- 
struction of the document it does not? 
A.—Yes, because we will have to pro- 
tect ourselves in case the policy is not 
three years old. 

Q.—We will be able to read the pro- 
visions of it with respect to that. 
Then on what condition do you give a 
cash value under your policy? A.— 
On the fourth page of the policy we 
have a table of guaranteed surrender 
values, 

Q.—Then what time must applica- 
tion be made for a cash value? A. 
—I think on the anniversary—if a 
policy is surrendered while it is in 
force— 

Q.—He can get a cash value? A.— 
He can get a cash value when the 
term expires, 

Q.—But if he does not surrender the 
policy while it is in force, but after 
he has made default, he cannot get 
a cash value? A.—He can take a 
paid-up policy. 

.—I will refer now to section 15 
of your Act, which provides that when- 
ever three or more annual premiums 
have been paid and the insured failed 
to pay any further premium, the” pre- 
miums paid shall not be forfeited— 
(Reads section, down to the words 
‘provided he shall demand a paid-up 
commuted policy’)? A.—Our policy 
conforms to that. 

Q.—In what way? A.—Because 
‘tafter the payment of three or more 
annual premiums in cash this policy 
on the anniversary of the date upon 
which it falls due,’? (Reads clause). 

Q.—That is a provision that he 
must make a demand while the poli- 
cy is in force? A.—Not for a paid- 
up policy. On the anniversary of the 
date he can make a demand for the 
paid-up policy, but in connection with 
the guaranteed values we have a— 


Q.—You see under this clause the 
insured is entitled to a paid up pol- 
icy if he makes the demand within 
six months after he fails to pay the 
premium? A.—There seems to be a 
little confusion there. 

Q.—And the clause of the Act seems 
to be disregarded in the form of your 
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policy. There seems to be an incon- 
sistency in the obligation to your pol- 
icyholders and the obligation the 
statute puts upon you, because under 
one he has six months to make the 
payment, and under this he must 
make it before the policy is in de- 
fault? A.—There is evidently a 
slight inconsistency. 

Q.—Under your contract the paid 
up policy is only allowed if surren- 
dered on the anniversary date? A.— 
Yes. Still we have not adhered to 
that. 

Q.—I will put in the profit and loss 
statement of your company. This is 
the statement you have prepared 
showing your gain or loss made up 
according to this statement for the 
year 1905? A.—Yes. 

Q.—And that shows that according 
to that way of computing it there 
was a loss on the year’s business of 
$24,430.61? A.—Yes. 

Q.—That is caused by the necessity 
for the reserve which you are re- 
quired to put up, you say? A.—Yes. 

Q.—I will leave attached to that 
statement certain schedules which are 
attached to show how some particular 
items in this account are made up? 
A.—Yes (Exhibit 659.) 

Q.—I will put in also a statement 
showing the premiums paid each year 
from 1897 to date, with respect to 
both participating and non-partici- 
pating business of the company,. 
(Exhibit 660.) Then referring to this 
exhibit it would appear as if down 
to a certain date, say 1900, you were 
endeavoring to write as much non- 
participating business as you did par- 
ticipating? A.—New business. 

Q.—For instance in 1900 you wrote 
$23,000 of non-participating business 
and $24,000 participating? .—Yes. 

Q.—That feature seems to have en- 
tirely changed by the year 1905. In 
that year you wrote only $4,000 of 
non-participating and $23,000 of par- 
ticipating? A.—Those were the new 
premiums. 

Q.—Does that indicate any change 
in the management as to the desire 
to write non-participating business as 
compared with participating? A.— 
No, I do not think so. It is the 
choice of the agents probably. 

Q.—Surely that cannot be? A.—I 
think in those years that is due to 
some large payment. 

Q.—It cannot be in both those 
years? A.—It must include all the 
large payments. ; 

Q.—yYou say where there is a very 
large amount of new premiums for 
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non-participating business that it is 
due to some special premiums paid? 
A.—Yes. 

Q.—And does not indicate any trend 
of business? A.—No. At the present 
time about 20 per cent. of our busi- 
ness is non-participating. Our busi- 
ness this year has been larger in the 
non-participating business. 

Q.—Do you pay your agents as well 
for the non-participating as for the 
participating? A.—No, because the 
loading is not so high. 

Q.—There is not the amount added 
for expenses? A.—WNo. 

MR. TILLEY: Mr. Burke is the 
president of the Canadian Life Insur- 
ance Officers Association, and I do not 
propose at this time to ask him any- 
thing with regard to that branch of 
the enquiry, but it will be left to be 
completed at Ottawa when we finish 
up that part of the work, and as to 
the Royal Victoria, that is all I care 
to ask him at the present time, reserv- 
ing the right to supplement it later. 


MR. GEARY: I have no questions. 


JUDGE MacTAVISH: Then there 
is nothing further for to-day. We will 
adjourn until Wednesday morning at 
11 o’clock in Ottawa, to proceed with 
the enquiry into the Independent Or- 
der of Foresters. 


MR. SHEPLEY: We hope to be 
able to proceed with that at that time. 

JUDGE MacTAVISH: And if not 
then something else. 


MR. SHEPLEY: Yes, we will be 
ready to go on with something else. 


Tht Commission adjourned at 3.30 
Friday, October 26th, to meet in Ot- 
tawa on Wednesday, October 31st, at 
Lh... im. 


NINETY-THIRD DAY. 
MORNING SESSION. 
Ottawa, Monday, 5th November, 1906. 


INDEPENDENT ORDER OF FOR- 
ESTERS .—Resumed. 


MR.SHEPLEY: With your Honours’ 
permission this morning we will go on 
with the examination of a witness or 
witnesses in the matter of the For- 
esters, having regard to some trans- 
actions in land of the Union Trust 
Company. I ought to explain that 
we shali be a little crippled during the 
first few hours by reason of the fact 
that witnesses from a distance who 
are here have not yet been able to 
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communicate with me, so that I may 
be in a position to shorten the matter 
by knowing in advance generally what 
the account is to be, and I am going 
to ask your Honours to be indulgent 
with me until we get running smoothly 
in that respect. 


JUDGE MacTAVISH: Yes. 


JAMES W. BETTES, sworn. Ex- 
amined by 

MR. TILLEY: Q.—What position 
do you occupy in the Ontario, Mani- 
toba and Western Land Company? 
A.—Managing director. 

Q.—And how long have you been 
in that position? A.—Nearly four 
years, since the organization of the 
company. 

Q.—Since the organization of the 
company, and it is a company organ- 
ized for what purnoseP A.—The 
purchase and sale of lands. 

Q.—In any particular district? A. 
—The Northwest. 

Q.—In the Canadian Northwest? 
A.—Yes. 

Q.—Then you were the manager of 
it in°1903P A.—yYes. 

Q.—And I suppose it follows that 
you are a person that can speak of 
the transaction. that the company 
had with the Union Trust Company 
in that year? A.—yYes. 


Q.—What lands were comprised in 
the sale that your company made to 
the Union Trust Company? A.— 
Townships 45 and 46, range 14, west 
of the second meridian. 


Q.—Two townships comprising about 
how many acres? A.—40,960 acres, 
both odd and even numbered sections. 


Q.—Was that by survey or approxi- 
mation? A.—Approximation, except 
the Hudson Bay lands, of course. 


Q.—Taking the Hudson Bay lands 
out of the townships left the number 
of acres you have mentioned? A.— 
Yes. 


Q.—And has that acreage been 
demonstrated since by survey? A.— 
Well, yes; it has been. 

Q.—And is there the acreage you 
have mentioned? A.—There is a de- 
ficiency in acreage? A.—Yes. 

Q.—But it approximates 
acresP A.—Yes. 


Q.—Did you carry on the negotia- 
tions for the sale on behalf of your 
company? A.—Yes, sir. 

Q.—Did you act entirely in your 
company’s behalf or was there any 
other person in your company who 
assisted in the negotiation? A.— 
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Well, it was largely done by myself. 
I consulted with the president of the 
company. 

Q.—Who is the president of the 
company? A.—The Honourable Mr. 
Colin Campbell, Attorney General. 

Q.—But in negotiating with the 
purchasers you would carry on the 
transaction entirely? A.—Yes. 

Q.—How long had you held the 
lands? A.—I think we purchased 
them in August. I think it was in 
August. 

Q.—Did you have them under agree- 
ment or had you bought them out- 
right? A.—We had bought them out- 
right and under an agreement of 
sale subject to Canadian Northern 
lands contract. 


Q.—You had bought them from the 
Canadian Northern. You had not 
paid the full purchase money at that 
time? A.—No, not the full purchase 
money. 

Q.—So that you had no conveyance, 
but you were holding them under the 
agreement with the Canadian North- 
ern? A.—Well, the agreement was 
with the doctor and A. F. Fraser. 

Q.—The agreement was with the 
party from whom you bought? A.— 

es. 


Q.—You bought out the interests of 
the person who entered into the orig- 
inal arrangement with the Canadian 
Northern? A.—Yes, we bought sub- 
ject to that. 

Q.—Do you mind saying what price 
your company paid for the lands? A. 
—Well, if you insist on it, I suppose 
there is no— 

Q.—I suppose you have got your 
profit in hand now? A.—yYes, we 
have got our profit. I bought them 
very cheap. I bought them at $3.75 
a: acre. 


Q.—You bought them at $3.75 an 
acre? ‘ A.—Yes, 


Q.—At what date did you buy 
them? A.—It was in August some 
time. 

Q.—What year? A,—1903. 

Q.—In August, 1903, you purchased 
the lands at $3.75 per acre? A.— 
Yes. 


Q.—How soon after buying the lands 
did you enter into negotiations with 
the Union Trust Company or any per- 
son connected with the Union Trust 
Company? A.—It was shortly after. 
It was some time in September when 
we got it all closed up. 

Q.—That is within a month after; 
is it fair to say as soon as you had 
the transaction completed? A.—.When 
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it was closed fairly or fairly well 
closed, I started to try to sell them. 

Q.—Then what step did you take 
with the object of making sale? A.— 
I had done several things, but as far 
as the Union Trust Company was con- 
cerned I had written to one of our 
directors, who was a director of the 
Union Trust Company. 

Q.—That is there was one person 
who was common to both boards of 
directors? A.—Yes. 

Q.—Who was that? A.—wWell, is 
that material ? 

Q.—I am afraid so. I shall have to 
ask you to answer it. A.—There is 
only one. 

Q.—Was there only one person com- 
mon to both boards? A.—Yes. 

Q.—Then it would be very easy to 
ascertain; so I suppose there is all the 
more reason for telling it. A.—Well, 
there is only one reason why I should 
not tell. He is incapacitated now, as 
is very well known. 

Q.—You are referring to Colonel 
McGillivray? A.—Yes. 

Q.—You wrote to Mr. McGillivray 
advising him that you had the lands 
for sale? A.—yYes, he knew we were 
negotiating for them. 

Q.—Have you a copy of that letter 
here? A.—No, I have not. 

Q.—Did you write to him as an offi- 
cer of your company, or as the officer 
of director of a probable purchaser? 
A.—I had in mind the purchase of 
the lands by the Union Trust Com- 
pany. 

Q.—You had that in mind at the 
time you wrote them? A.—Yes. 

Q.—Now you mentioned the fact 
that you had offered the lands to 
other parties? A.—Yes, I had. 

Q.—Had you made any distinct 
offers of sale quoting the prices to 
other people? A.—I do not call them 
to mind just now. I do not call those 
offers to mind. I have no doubt I did 
quote prices. 

Q.—What price dlid you quote to 
others? A.—Well, $5 an acre was our 
price, with a commission of 25 cents 
an acre. 

Q.—Five dollars an acre was your 
price with a commission of 25 cents an 
acre? A.—Yes. 


Q.—A commission of 25 cents an acre 
eud amount roughly to $10,000? A. 
—Yes. 

Q.—Was it a distinct offer of $10,- 
000, or was it 25 cents an acre you 
were treating as a commission? A.— 
Well, I think it was 25 cents an acre. 
However, when we came to close the 
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deal with the person who was negoti- 
ating with us, there was a distinct 
offer of $10,000. : 

Q.—That is when you came to 
terms, the sum of $10,000 was men- 
tioned? A.— Yes. 

Q.—As being the commission pay- 
able? A.—Yes. 

Q.—That is the price of $5 you 
were asking would net you $1 profit 
per acre? A.—$4.75 would be the net 
price. 

Q.—And that would bring you a 
profit of $1 an acre? A.—Yes. 

Q.—Was that the only offer you 
quoted to other possible purchasers? 
A.—Well, as I say, I have not that 
in my mind. I expect it was. I be- 
lieve it was. I think at any time I 
was willing to sell. the lands at that 
price. 

Q.—At any time were you willing 
to sell the lands at a lower price? 
A.—No, not at a lower price. 

Q.—Can you say that you had not 
offered to take lessP A.—Yes. 

Q.—Less than what would net you 
$4.75 per acre? A.—I think I may 
have offered to take more, but never 
less. The American dealer would 
want a larger commission than the 
Canadian dealer. 

Q.—Is it right to say that any 
offers you made were expected to 
yield you $4.75 per acre? A.—Yes. 
That is the lowest) price we would 
take for the land. 


Q.—And you never quoted any 
price that would bring a lower result 
for the company that you represent- 
ed? A—No, never. 


Q.—Was that the price at which 
lands in that locality were selling at 
the time? A.—Yes, the lands were 
worth that money. 


Q.—Were they cleared lands? A.— 
Not all cleared; there was some open 
and some scrub. 


Q.—What do you mean by saying 
there was some scrub? A.—wWell, 
there was some scrub land, lands that 
were open and some scrub. 


Q.—You used that expression very 
freely, but to the uninitiated what 
do you mean by saying scrub lands? 
A.—It means some open lands fit for 
cultivation, and some of it that would 
have scrub on. 

Q.—And have to be cleared? A.— 
And have to be cleared. Some of it 
they plough through and some of it 
they have to clear. 

Q.—Some of these would have to be 
cleared? A.—Yes, some of it would 
have to be cleared. 
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Q.—Can you say how much? A.— 
I could not off-hand now. 

Q.—Well approximately how much? 
A.—Well, I should think there was 
a little bit that would at one corner 
of the township have some timber on 
it, and then I should think probably 
the balance of the land, half of it, 
could be ploughed, not half open but 
probably a third open and a third— 
half of the balance could be ploughed 
without scrubbing, and then the bal- 
ance would have to be scrubbed or 
cut out—cut down. 

Q.—You say half of it was cleared? 
A.—No, about a third of it, I should 
think, was cleared. 

Q.—One-third of it cleared? A.— 
Yes. 

Q.—One-half of the balance could 
be ploughed as it was at the time? 
A.—yYes, sir; they are ploughing and 
scrubbing all down in some parts. 

Q.—There was some scrub, but it 
could be ploughed? A.—yYes. 

MR. LANGMUIR: When you say 
cleared you mean prairie land? A. 
—Yes. 

Q.—And the other was prairie 
scrub? A.—Yes. 

MR. TILLEY: Q.—And about a 
third of it then would have to be 
cleared? A.—Yes, I think so. 

Q.—Would that be an expensive 
operation? A.—Oh, it all depends 
on the facilities for clearing; take a 
steam plough and they go through a 
very large scrub, or enough horses 
on a plough and they will go through 
a very large scrub. It all depends 
on the facilities a man has for clear- 
ing. 

Q.—Then do you say for that class 
of land, the class you were selling, 
that $5 was the prevailing price at 
that time? A.—Yes. 3 

Q.—Although you bought it within 
a month? A.—Yes, I bought it at 
the lowest value. 

Q.—At $3.75? A.—Yes. 

Q.—And do you know how long the 
person from whom you bought it held 
it? A.—I do not, but he had it sold 
and parties failed to make the pay- 
ments, and it came back on his 
hands through the failure to carry 
through the first transaction, and it 
was a forced sale when I bought it, 
and I bought it below its price. 

Q.—In the letter that you wrote to 
Colonel McGillivray did you quote a 
price? - A.—I do not think I did. IT 
do not think I quoted a price to him. 
I think my impression is that Col- 
onel McGillivray knew what I was 
asking for the land. 
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Q.—How? A.—Because he had 
been there during the time that I 
was negotiating for them, in fact 
after I had closed the deal I had 
seen the Colonel. 

Q.—After you had closed the pur- 
chase you had had several conversa- 
tions with him? A.—yYes. 

Q.—In Winnipeg? <A.—Yes. I 
would not be sure that I told the 
Colonel the price, but my impression 
is that the Colonel knew what I was 
asking for the lands. 

Q.—At any rate he knew what you 
were paying? A.—Yes, 

Q.—And your discussion with him 
in Winnipeg I suppose would ve with 
him as a director of your own com- 
panyP A.—Yes. 

Q.—Reporting the transactions you 
had on foot? A.—yYes. 


Q.—That. would be in the month of 


August, 1903? A.—No, I think that 
was in September I was talking with 
the Colonel. 


Q.—At the time you were talking 
- to Colonel McGillivray in Winnipeg? 
A.—I won’t swear positively that I 
saw the Colonel after I closed the pur- 
chase of the lands, but my impression 
is that I did, I won’t swear positively 
though. My impression is that I saw 
the Colonel after I purchased the land. 
I won’t say that I did see him. 

. Q.—And if you cannot say you: had 
a discussion with him, I suppose you 
cannot tell me at all what the discus- 
sion wasP A.—No. 

Q.—But your impression is that he 
was conversant with the transaction 
you had on foot? A.—yYes. 

Q.—And if he was conversant with 
it it must have been by verbal dis- 
cussion between you? A.—Yes, or 
through my letter. 


Q.—Did you look for the letters that 
you sent to him? A.—No, I did not. 
I did not know that was coming up. 

Q.—You did not think that that 
would be discussed? A.—No. 

Q.—Did you receive any reply from 
him to that letter? A.—No. 

Q.—You are quite clear that letter 
was an intimation that his company 
might buy? A.—Yes. 

Q.—The Union Trust Company? A. 
—I was hoping they would. 

Q.—Had you had any discussion 
with him before which led you to believe 
that they were open to buy lands in 
the Northwest? Did you know that 
they were buying lands or in that busi- 
ness at the time? A.—I do not know 
that I knew that they were buying. I 
knew that they were contemplating 
buying. I do not know that I knew 
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that they had bought any lands in the 
Northwest. 

Q.—And you knew that from Colonel 
McGillivray? A.—Yes. I think I knew 
it from the Colonel. I am pretty sure. 

Q.—Did you get any reply from him 
to that letter? A.—No, I got no reply. 

Q.—Did you have any further ne- 
gotiation with Colonel McGillivray 
about the landsP A.—No. 

Rees further correspondence? A. 
—No. 

Q.—And was the transaction ever 
discussed between you and Colonel Mec- 
Gillivray after that time? A.—No. 

Q.—That ends his connection with 
it? A.—Yes. 

Q.—So far as his company or you 
are concerned? A.—Yes, until after 
the purchase some months after. 

Q.—What next took place with re- 
gard to the sale? A.—Well, Mr. 
Pritchard came to my office and in- 
quired. 

Q.—Mr. A. W. Pritchard? A.—Mr. 
A. W. Pritchard. 

Q.—Where does he live? A.—He 
lives in Winnipeg. 

Q.—And what took place between 
youP A.—He asked me the price of 
lands and I told him our price. 

Q.—What price did you tell him? 
A.—$5_ an acre with $10,000 commis- 
sion, I am not sure whether I said 
at that time that it was $10,000, or 
whether I said it was 25 cents an acre. 
However we finally agreed that $10,- 
000 was to be the commission. 


Q.—Did you connect Mr. Pritchard 
with the Union Trust Company at that 
time? A.—I am not certain whether 
Mr. Pritchard at that time told me 
that he was buying for the Union 
Trust or not. However the offer was 
accepted and I knew immediately it 
was the Union Trust Company who 
were buying. 


Q.—How soon after you first saw 
Mr. Pritchard was the offer acecpted ? 
A.—I think almost immediately. I do 
not think there was any hesitation 
about it on my part. That is my re- 
membrance. 


Q.—What do you mean, hesitation 
on your part? Was he there ready to 
make a proposition to you? A.—I 
think Mr. Pritchard made me a pro- 
position as to the price and it was 
accepted. Mr. Pritchard may have 
communicated with some person after- 
wards. I do not really remember now 
whether Mr. Pritchard did or not. 

Q.—I want you to brush up your 
memory on that as well as you can. 
I want to know whether when Mr. 
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Pritchard came to you at that time 
whether he appeared to be ready to 
close and enter into an agreement with 
you? A.—I have not recalled that to 
my mind and I am not sure whether 
Mr. Pritchard was ready to close or 
not. I rather thing however in recall- 
ing it that Mr. Pritchard did commun- 
icate, I think, by wire; any way it was 
closed almost immediately, very shortly. 

Q.—When you say very shortly do 
you mean within two or three days at 
any rateP A.—TI think so. 

Q.—You think that the negotiations 
from the time you met Mr. Pritchard 
until the transaction was closed did 
not take more than two or three days? 
A.—I do not think it. I have not got 
that in my mind. It is three years 
ago and I have not got that in my 
mind clear, whether it was a week or 
whether it was 

Q.—Or whether it was all on the 
same day? A.—Yes. 

Q.—Might it have been all on the 
same day? A.—I would hardly think 
it was the same day. 

Q.—You think it would be hardly 
possible? A.—I am not clear on that 
at all. 

Q.—Did you make him an offer by 
letter? A.—No, a verbal offer. 

Q.—There was no written communi- 
cation passed between you at all? A. 
—I do not think there was. Mr. 
Pritchard is here. We had not con- 
versed about it. 

Q.—We will be able to get his story. 
I was trying to get your recollection 
now to save bringing you back if he 
was not able to give us that informa- 
tion. Then is it your recollection that 
Mr. Pritchard made’ an offer or you 
made Mr. Pritchard an offer? A.—I 
think I told Mr. Pritchard the price. 

Q.—Is it your recollection that he 
did not know the price until he came 
to you? A.—I would not say whether 
I had had any conversation with Mr. 
Pritchard previously or not. I do not 
think I had any conversation with Mr. 
Pritchard previous to his coming in 
to enquire about it. 

Q.—You say that if he got the price 
he must have got it from some person 
else who was likely to buy, rather than 
from you? A.—yYes. Mr. Pritchard 
and I frequently met. He knew I had 
the land, but I do not think we ever 
discussed the land until Mr. Pritchard 
came in to make the purchase, I do 
not think we ever discussed it. 

Q.—Then the agreement that was 
signed is dated 15th October, 1903. 
Was that drawn up by you? A.—No. 

Q.—Who was it drawn up by? A.— 
Well I think that the agreement that 
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was finally signed was drawn by the 
Union Trust. We however did have an 
agreement drawn and sent to the Union 
Trust, and I think that agreemnt is 
a compromise between the two agree- 
ments. 

Q.—You drafted that agreement and 
sent it to the Union Trust Company, 
and the agreement that was ultimately 
signed would be your agreement with 
some modifications and amendments 
made by the Union Trust Company? 
A Yeu 

Q.—And the whole agreement re- 
typed by the Union Trust Company? 
A.—Yes, I think that is really what 
took place. 

Q.—Can you say how long before 
the 15th October, the date of the 
agreement, you had verbally arrang- 
ed the transaction with Mr. Prit- 
chard? A.—It was only shortly be- 
fore. I could not say when. I had 
no correspondence with the Union 
Trust. 

Q.—Do you say that you had no 
correspondence with the Union Trust 
at any time? A.—Not till long sub- 
sequently. 

_Q.—I mean in the course of nego- 
tiations for the purchase? A.—No, 

Q.—Did you have any correspond- 
ence with Mr. Foster, the manager 
a2 the Union Trust Company? A.— 

oO. 

_Q.—Mr. Foster said that the nego- 
tiations for the purchase took place 
between himself and you? A.—No, 
Mr. Foster was in error when he 
said that. ; 

Q.—You say Mr. Foster was in 
error then? A.—Yes. 

Q.—Your statement is that there 
were no negotiations at all between 
you and Foster? A.—No. 

Q.—Did you have any discussion 
with him or write him any letters? 
A.—I did not. 

Q.—Did any person connected with 
your company? A.—I rather think 
our solicitors wrote him respecting 
the matter of survey fees. 

Q.—When would that come up? A. 
—After the sale was effected the ques- 
tion of survey fees came in I think, 
and I think our solicitor had a dis- 
cussion with Mr. Foster on that sub- 
ject. 

_Q.—You mean by that that the soli- 
citors had correspondence with him | 
in working out the details of the 
agreement after it was entered into? 
A.—After it was entered into. 

_ Q.—But what I am speaking of now 
is the negotiations which took place 
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leading up to the agreement? A.— 
I had no correspondence or did not 
negotiate with Mr. Foster. at all. 

Q.—Your whole correspondence was 
with Mr. Pritchard? A.—Yes. 

Q.—Except the letter that you 
wrote to Colonel McGillivray? A.— 
Yes. 

Q.—Did.Mr. Pritchard attend to 
the obtaining of the signature of the 
Union Trust Company? A.—No, I 
think our solicitors did that entirely. 

Q.—That is as soon as the matter 
was put in their hands to prepare 
the agreement, you heard nothing 
more of it until you got the agree- 
ment back? A.—No. 

Q.—Then you remember the terms 
of the agreement. It provides that 
the purchase price of $204,800 should 
be paid in instalments, and the first 
instalment was payable under the 
agreement in cash and amounted to 
$25,000P A.—Yes. 

Q.—Now you received I suppose, 
the cheque for $20,000? A.—Yes. 

Q.—Which is marked exhibit 563? 
A.—Yes. 

Q.—Cheque of the Union Trust 
Company in favor of the Ontario, 
Manitoba and Western Land Com- 
pany, Limited, you’ received that 
chequeP A.—Yes, I received that 
cheque. 

Q.—On what date did you receive 
it? A.—It is credited on the 6th 
November I think. 

Q.—Where is the statement that 
you have that shown in? A.—TI left 
it with you. 

Q.—Does that statement show the 
account as it stands in your books? 
A.—Yes. — 

Q.—That is a correct copy? A.— 
Yes. 

Q.—Of the ledger account? A.— 
Yes. (Exhibit 661). 

Q.—That statement shows a credit 
on 6th November of the first pay- 
ment on account, of $20,000, and on 
the same date is that item by com- 
mission allowed as per A. W. Prit- 
chard’s order, November 5th, 1903, 
$5,000??? A.—Yes. 

Q.—When did you first know that 
this cheque for the cash payment was 
to be $20,000 instead of $25,000 
which your agreement called for? A. 
—Well, I knew there was a $5,000 
deposit on the land in one of the 
banks in Toronto. I think the Bank 
of Ottawa. The $5,000 deposit was 
made on the land, I got to know 
after the transaction— 

Q.—I do not quite follow what you 
mean by that, having regard to the 


Ind Order of Foresters. 
Mr. James W. Bettes, Ex’d.) 


evidence that has been given. When 
do you say that that $5,000 deposit 
was made? A.—Well, it was made 
when the bargain was closed.. 

Q.—That is the 15th October? A. 
—Yes, it was said to be made. 

Q.—Who told you that it was 
made? A.—I think our solicitors. 

Q.—Your solicitors told youP A. 
—Yes. 

Q.—That would be before the $25,- 
000 was payableP A.—Yes, that was 
a cash deposit. 

Q.—Rather on account of the $25,- 
000? A.—yYes. 

Q.—To show good faithP A.—yYes. 

Q.—It is» not a sum that is pro- 
vided for in the agreement? A.— 
No. 

Q.—The agreement provided for 
$25,000 being paid, but that $25,000 
was not paid at once? A.—wNo. 

Q.—Not until the 6th of the follow- 
ing month? “€.—No. 

Q.—Do you know why that delay 
happened? A.—No, I do not know 
the reason of the delay. I suppose 
in getting the agreement adjusted 
satisfactorily to those parties— 

Q.—Getting the terms settled? A. 
—Yes. 

Q.—Do you suggest that although 
the agreement is dated 15th October 
that it was not signed until the lst 
or 5th November? A.—Yes. 

Q.—And you understood from your 
solicitors that a deposit of $5,000 had 
been made in some bank in Toronto? 
A.—Yes. 

Q.—To whose credit? A—I think 
it was to the credit of the Ontario, 


‘Manitoba and Western Land Com- 


pany. 

Q.—And in what bank? <A.—My 
remembrance is the Bank of Ottawa, 
I am not sure. 

Q.—Were you. shown any deposit 
receipt for it? A.—No. 


Q.—Who were your solicitors that 
were acting for the Ontario and 
Manitoba Company? A.—Campbell 
and Crawford. 

Q.—And you understood that from 
Campbell & Crawford? A.—Yes. 
Well I think Campbell & Pitblado, 
I think the firm had changed to 
Campbell & Pitblado at the time. 


Q.—Have you ever. ascertained 
whether that deposit was made as 
you understood it was made? A.— 
Well, I knew that it satisfied the $5,- 
000 commission. 

Q.—That is to say you knew that 
that $5,000 was taken in satisfaction 
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of a portion of the $10,000 you were 
to pay by way of commission? A.— 
Yes. 

Q.—Now then, there is a cheque 
also part of that same exhibit 563, 
for $5,000. That cheque is not dat- 
ed until December 15th? A.—I see 
it is the Standard Bank, not the 
Bank of Ottawa. 

Q.—Do you think that it was the 
Standard Bank that you were told? 
A.—It is likely. I have no doubt 
it was. 

Q.—You see that cheque is not dat- 
ed until another month? .A—Yes, I 
see that. 

Q.—Apparently the $5,000 was not 
deposited? A.—It seems ‘not. 

Q.—That is as far as these cheques, 
which are the cheques that are given 
to us referring to it, as far as these 
cheques indicated the $5,000 was not 
deposited? A.—It seems not. 

Q.—As you understand that ‘t 
was? A.—Yes. , 

Q.—Did you ask your solicitors for 
the correspondence they had relating 
to this matter before you left Winni- 
peg? A.—No, I did not. 

Q.—Then you were not surprised 
when you got a cheque for $20,000, 
is that what you say, instead of 
$25,000? A.—Yes. 

Q.—Because you expected there 
would be another $5,000 to the credit 
of your company in Toronto? A.— 
Yes. 

Q.—Then did you make enquiry 
about that? A.—No, I do not think 
I did. The Union Trust Company 
were perfectly good, and I do not 
think I did. 

Q.—And you were satisfied with 
their financial responsibility? A.— 
Yes, I do not think I made any en- 
quiry. ’ 

Q.—How did you get the cheque 
for $20,000? By mail, or was it 
handed to you? A.—TI think it came 
to me by mail. 

Q.—By mail? <A.—I think so. 


Q.—Did you see Mr. Pritchard 
about it? A.—No. It might have 
come direct to our solicitors. I would 
not be real sure. Any way I have 
no letter on file coming from the 
Union Trust Company with the 
“cheque, but if I had I might have 
handed it to the solicitors, and I 
am not sure whether it came to me 
from the solicitors. 

Q.—And you did not go back to 
your solicitors before leaving Winni- 
peg to ask them for any papers they 
had? A.—No, I did not. 
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Q.—So that you are unable to say? 
A.—Yes. 

Q.—How was the transaction car- 
ried through so as to give your com- 
pany credit for the $5,000 which was 
not covered by that cheque? A.—We 
got an order from Mr. Pritchard to 
pay $5,000 to the Hon. George HE. 
Foster or the Union Trust Company. 

Q.—You produce an order dated 
November 5th, 1903. The first seems 
to be receipt, and then attached to 
that is an order. These two will be 
one exhibit. (Exhibit 662.) The 
first one reads in this way: ‘‘Receiv- 
ed from the Ontario, Manitoba and 
Northwestern Land Company the sum 
of $10,000 in full of commission on 
sale of lands in townships 45 and 
46, range 14, west of the second 
meridian; $5,000 of the above being 
paid by you to the Hon. George E. 
Foster or the Union Trust Company, 
I authorize you to give a receipt to 
the Union Trust Company for the 
$5,000 for which I have given you 
the order, such $5,000 being part of 
the cash deposit under the said 
agreement.”’ That is signed by A. 
W. Pritchard, and the attached docu- 
ment reads in this way: ‘‘Winnipeg, 
November 5th, 1903; To the On- 
tario, Manitoba and Northwestern 
Land Company: Kindly pay $5,000 
of the commission due me on the 
sale of lands of townships 45 and 
46 to the-Hon. George E. Foster or 
the Union Trust Company, and this 
will be your authority for so doing.’’ 
So that as a result of those two 
orders, or the receipt of the order, 
you treated that $5,000 which you 
then believed had been deposited in 
some bank in Toronto to your credit 
—you treated that as part of Mr. 
Pritchard’s commission? A.—Yes. 

Q.—Had you had any negotiations 
at all by way of an attempt to lower 
your price of $5.00, less commission, 
which you were asking? A.—I do 
not think there was any dickering 
about it. 

Q.—No dickering at allP A.—I 
think I was very firm in the price. 

Q.—At any rate whether it was 
from your manner or any other 
cause, there was no attempt to cut 
you down? A.—No. 

Q.—So that that $5,000 which was 
to be paid to Mr. Foster, or the 
Union Trusti Company, as the order 
shows, was not, so far as you were 
concerned in any way by way of 
reduction of price? A.—It was the 
commission. . 
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Q.—Who drew the receipt and the 
order which you have just put in? 
A.—Well, I am not sure. It was 
done in my presence, I think, in my 
solicitor’s office. 

Q.—You were in your solicitor’s 
office? A.—Yes. 

Q.—Was Mr. Pritchard there? 
A.—I am not sure whether Mr. 
Pritchard was there or not. We 
were getting ready to close it up any 
way, and I know we had our order. 
I was present when it was made. 

Q.—Then it was not a document 
Raat by Mr. Pritchard? A.— 

Oo. ; 

Q.—Or the Union Trust Company? 
A.—No. 

Q.—It was prepared from your 
standpoint? A.—Yes, to protect 
ourselves. 

Q.—Just to protect yourselves? 
A.—Yes. 

Q.—Does that explain why the 
name of the Union Trust Company 
and Foster are both used in the 
documentP A.—yYes, I think that 
explains it. 

Q.—You did not know, or did you 
know A.—I did not know. 

Q.—Which one was getting the 
os A—TI did not know that at 
all. 


Rear Pritchard tell you? A.— 
0. 

Q.—Did you ask? A.—No. 

Q.—Is it not customary to ask 
where the commissions are going? 
A.—No. 

Q.—It is not customary to make 
any enquiry so long as you are get- 
ting your price? A.—I think we 
must have got to know it or else 


we would not have drawn the order . 


in that way. 

Q.—You knew that was remaining 
with the Union Trust Company or 
going. to Mr. Foster, hence the 
order? A.—Yes. 

Q.—Then, so far as you were con- 
cerned, that $5,000 was treated as 
one-half of what you were to pay 
Mr. Pritchard? A.—yYes. 

Q.—With Mr. iene. 3 consent ? 
A.—Yes. 

Q.—And as you have said, there 
was no attempt, so far as you re- 
member, by the purchasers to get 
the land at a less price than what 
you concluded? A.—No. 

Q.—And no complaint of your 
price? A.—wNo. 

Q—It seems to be a fairly easy 
sale? A.—They were recognized as 
cheap lands. 
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Q.—Then did you pay Mr. Pritch- 
ard the balance of the $10,000? A. 
—Yes. 

Q.—You gave him on the same 
date, November Sth, 1903, a cheque 
for $3,000, payable to W. A. Pritch- 
ard—I understand that is a mistake 
for A. W. Pritchard? A.—Yes. 

Q.—You thought his initials were 
W. A.P A.—Yes. ; 

Q.—$3,000; it is marked commis- 
sion, townships 45 and 46, range 14, 


west second, and on the same date 


you gave him a promissory note pay- 
able on or before the 15th April, 
1904, at the Bank of Hamilton in 
Winnipeg, for $2,000, with interest 
at 6 per cent.? A.—Yes. 

Q.—And, of course, that note has 
been paid’ and now comes from your 
custody? A.—yYes. (Exhibit 663.) 

- Q.—Then that cheque and the note 


forms one-half of the commission, 
and this cheque which is made out 
by the Union Trust Company to the 
Standard Bank to the credit of 
George E. Foster, dated November 
15th, 1908, for $5,000, so far as you 
are concerned, is correctly marked 
when it says on account of commis- 
sion. Did you share in the commis- 
sion in any way? A.-—-No, not a 
cent, unfortunately. 

Q.—Either the Toronto half or the 
Winnipeg half? A.—Neither half in 
the deal. 

Q.—You had no arrangement with 
Mr. Pritchard whereby you were to get 
part of his commission? A.—None at 
all. I did not get any of it. I did 
not ask for any of it. I did not expect 
any of it, and did not get any of it. 

Q.—Do you know whether any other 
persons did get any part of that com- 
mission? A.—TI do not. 

Q.—Other than what we have seen 
already? A.—TI do not. 

Q.—You do not know anything about 
that? A.—No. 

Q.—What is the capital stock of the 
Ontario, Manitoba and Western Land 
Company? A.—About $123,000, my 
remembrance is. 

Q.—That is the paid-up capital of 
that company? A.—Yes. 

Q.—$123,000 about? A.—At. that 
time it was not so large. That is one 
of my reasons for selling the land. 

Q.—In 1903 what was it? A.—I 
think at the time I. purchased these 
lands it was only about $60,000, my 
remembrance is. 

Q.—How old was your company at 
that time? A.—9th March. 
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Q.—It was incorporated 9th March? 
A —1903. 

Q.—So that it was only a few 
months then in business? A.—Yes. 

Q.—What part of that capital stock 

did Colonel McGillivray hold? A.— 
I think it is $2,000. 
- Q.—Did he hold at that time $2,- 
000 out of the sixty? A.—Not paid 
up. The subscribed capital then was 
more than $60,000, of course, but the 
paid up capital, I think at that time 
they were making calls on the capital 
stock; the Colonel’s stock, I think, 
was $2,000. 

Q.—What I would like to know is 
just what interest he had in the com- 
pany in the way of shares. Ato 
should think the stock was probably 
half paid at that time. 

Q.—And he probably had one out 
of sixty, is that a fair percentage? A. 
—TI think his stock would be half paid, 
yes, one out of sixty I should think. 

Q.—That would represent $2,000 
stock with about $1,000 paid? A. 
Yes, about that. 

Q.—Is he still a shareholder in your 
company? A.—Yes. 

Q.—The same amount? 
stock is paid up. 

Q.—He holds the same amount, but 
his stock is now paid up? A.—Yes. 

Q.—He was then and is now, is he, 
a director or has he ceased to be a 
director ? A.—I don’t think the 
Colonel is a director now. ; 

Q.—He was until récently? A.— 
Yes, up to recently. I won’t swear 
whether Colonel McGillivray is a di- 
rector yet or not. We have an execu- 
tive, 

Q.—The business is carried on 
through the executive? A.—yYes, very 
largely. 

Q.—And just what position matters 
are in with respect to the personnel 
of the board of directors, vou don’t 
care to say at the present time? A. 
—No. 


Q.—You cannot say at the present 
time, I sunpose? A.—I cannot say 
whether Colonel McGillivray is there 
or not; I don’t think he is. That is 
my impression. I have two boards and 
IT cannot keep track of them. 

JUDGE MacTAVISH: Only two? 
A.—Yes. 

MR. SHEPLEY: If your Honours 
will let me have the rest of the morn- 
ing for interviewing witnesses, I think 
we will he facilitatine in the end. 

JUDGE MacTAVISH: You will be 
readv at what time, Mr. Shepley?? 

MR. SHEPLEY: I hope at two 
o’clock. 


A The 
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JUDGE MacTAVISH: Then we will 
adjourn till two o’clock. 
(At noon adjourned to 2 p. m.) 


AFTERNOON SESSION. 
Ottawa, 5th November, 1906. 


(Resumed at 2 p. m.) 

HENRY W. WHITLA sworn, ex- 
amined by 

MR. TILLEY: Q.—Mr. Whitla, you 
are a solicitor, practising in Wuinni- 
peg? A.—Yes, 

Q.—And a member of what firm 
there? A.—Macdonald, Haggart & 
Whitla. 

Q.—yYou were a party to an agree- 
ment with the Union Trust Company 
for the sale of some lands to the Union 
Trust Company? A.—I was. | 

Q.—What lands were comprised in 
that transaction? A.—Do you wish 
me to give them in detail? ; 

Q.—It will do if you can describe 
them by some general description. A. 
_Swan River lands, they were gener- 
ally known as. 

Q.—Comprising how many acres? 
A.—9,920 to the-best of my knowledge. 

Q.—Did you hold those lands in 
your own right, beneficially, or were 
you trustee for some other party? A. 
—I had no personal interest in the 
lands. 

Q.—Then you held them as trustee 
merely ? A.—Yes. 

Q.—When did you first take the 
conveyance of the lands or a transfer 
or any agreement under which they 
were held? A.—To the best of my 
recollection it was in the month of 
May, 1902. I would like to be certain 
of that; yes, in the month of May, 
1902. 

Q.—And from whom did you acquire 
them, by direct agreement from the 
railway ? A.—From the Canadian 
Northern Railway Company Land De- 
partment. 

Q.—That is, you entered into an 
agreement for the purchase of the lands 
from the Canadian Northern in 1902? 
A.—Yes. 

Q.—Were, they all the lands that 
were comprised in that agreement that 
you entered into at that timeP A.—TI 
was supposed to have purchased from 
the Canadian Northern Railway Com- 
pany about 10,000 acres. I did not 
get the full block; I think it was 320 
acres that I did not get until the year 
following. 

Q.—So that the lands that you ulti- 
mately agreed to sell to the Union 
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Trust Company were substantially the 
whole block of lands that you got from 
the Canadian Northern? A.—yYes. I 
had sold one quarter section before I 
had entered into the’ agreement. 

Q.—You had sold a quarter section 
to—— A.—A private party. 

Q.—Not in any way connected with 
the Union Trust Company or the I. O. 
F.? A.—That is correct. 


Q.—For whom did you take that 
agreement from the Canadian North- 
ern in 1902? A.—I suppose it is your 
Honours’ wish that although I was 
acting as solicitor and trustee, I should 
disclose everything connected with 
this P 

JUDGE MacTAVISH: Yes, I think 
so, Mr. Whitla. 

A.—I originally took these lands from 
the Canadian Northern Railway Com- 
pany for one Gordon, and for the Hon. 
R. P. Roblin, in equal shares. 

MR. TILLEY: Q.—What Mr. Gor- 
don was that? A.—C. R. Gordon, who 
was in the real estate business at that 
time. 

Q.—In Winnipeg? A.—Yes. 

Q.—Were you his solicitor at that 
time? A.—Yes I had acted for him 
at that time. 

Q.—You had been acting for him in 
some of his transactions and he nego- 
tiated the arrangement with the Can- 
adian Northern, did he? A.—My im- 
pression is that he came to me and 
informed me that he had an option 
on a block of Canadian Northern 
lands. I don’t recollect that he in- 
formed me just at the first interview 
that Mr. Roblin was taking a half 
interest with him, but at all events 
it was intimated to me that the lands 
should be put in my name. I knew of 
reasons why Gordon should not have 
them in his name and I acquiesced in 
that. | 

Q.—You mean to say that personal 
reasons relating to Mr. Gordon? A.— 
His financial standing. 

Q.—His financial condition was such 
that it was unsafe to have them in 
his own name? Is that what you mean? 
A.—Yes. 

Q.—And for that reason the agree- 
ment was made with you so that that 
fact would not appear? A.—Yes. 

Q.—Then, do you say that at that 
time you knew that the Hon. Mr. Rob- 
lin was interested with Mr. Gordon? 
A.—FEvidently before I had concluded 
any agreement with the Canadian 
Northern I knew, I must have known, 
that Mr. Roblin was, although I have 
no recollection of any interview. The 
probahility is that it would be a tele- 
phone communication. 
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Q.—From Mr. Gordon? A.—Yes. 

Q.—Or possibly from Mr. Roblin? 
A.—Possibly so. 

Q.—Were you solicitor for Mr. Rob- 
lin, or your firm? A.—I don’t know 
whether I had acted in any matters 
previous to this or not. The chances 
are I had. 


Q.—And either at the time you re- 
ceived your instructions or shortly 
afterwards, you got the knowledge that 
thsese two gentlemen were interested ? 
A.—Yes, because the responsibility was 
thrown upon me to conduct the nego- 
tiations and to collect the necessary 
amounts from each party, which I did. 

Q.—To make the payments to the 
Canadian Northern? A.—Yes. 

Q.—And it was then at any rate, if 
not before, that you found they were 
contributing equally? A.—In equal 
shares. 

Q.—At what price were you acquir- 
ing the lands from the Canadian North- 
ern? A.—The Canadian Northern 
agreed to sell the lands to me at an 
average price of $3.10 per acre, #cord- 
ing to the usual terms and conditions 
of payment as shown in their contract. 

Q.—That is the first letter, is it? A. 
—This is the initial agreement I had 
with Mr. Theodore A. Burrows, the 
land commissioner of the Canadian 
Northern at that time, embodying the 
terms of the subsequent purchase. 

Q.—The first payment was $1,500? 
A.—That secured the option for 10 or 
11 days, as embodied in that letter. 


Q.—I see that the receipt dated May 
3rd, 1902, acknowledged the receipt of 
$1,500 on account of the purchase of a 
10,000 acre block in the Swan River 
District, selected by Mr. C. R. Gordon 
on your behalf . 8,000 acres had been 
selected and 2,000 more were to be se- 
lected at that date. A.—Yes. 


Q.—<And the balance over the $1,500 
was to be paid in yearly instalments. 
The balance above the $1,500 required 
to make the first payment on the 62 
quarter sections, namely $1,575, was 
to be paid in 11 days. A different con- 
tract of sale to be made for each 
quarter section on the regular form, 
a copy of which is attached. A.—Yes, 
that is correct. My recollection of it 
was that I simply sent the money down 
to Mr. Burrows on acount of the land 
as arranged with him by Gordon, and 
neat is the receipt I obtained from 

im. 

Q.—Over what period of time were 
the payments to be made on account 
of the purchase? A.—Well, I think 
each quarter section had a separate 
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contract and the model contract at- 
tached to the original receipt called 
for yearly payments of $49.60 on ac- 
count of principal spread over nine 
years. 

Q.—And that form of contract 
would apply to the other quarter sec- 
tions? A.—Yes, the lands are’ de- 
scribed also there. 

Q.—I will put in the original re- 
ceipt with the form of contract wnat 
you were to enter into; attached to 
that is the schedule of the lands re- 
ferred to (Exhibit 664.) Then be- 
tween 1902 and the time you enter- 
ed into the contract with the Union 
Trust Company, were any _ efforts 
made to sell those lands? A.—Yes, 
there were efforts made by Mr. Rob- 
lin. I did not consider it my duty 
as trustee to endeavor to sell lands. 
I made no effort myself. 

Q.—Then it is right to say that the 
active negotiations for the sale of the 
lands were not carried on by you, 
but were carried on by your clients? 
A.—That is correct. 

Q.—Did Mr. Gordon continue to 
be entitled to a half interest in the 
lands down to the time they were 
re Aes the Union Trust Company? 

—No. 


Q.—At what date did he pass out 
of the transaction? A.—On or about 
the 18th August, 1902. 


Q.—And what was done with his 
interest in the lands? A.—Mr. Gor- 
don, I believe, found difficulty in fin- 
ancing at this time and the result 
was that he and Mr. Roblin came 
into my office and I was informed 
that Gordon was selling out his in- 
terest in the lands to Mr. Roblin. 


Q.—And was that completed? A. 
—I think I participated in figuring 
out as to how matters stood between 
them, adjusting the different pay- 
ments and an advance was fixed on, 
that is an advance per acre, at which 
Gordon should sell out. 

Q.—So Mr. Gordon dropped out of 
the transaction with some profit as 
between himself and Mr. Roblin, and 
Mr. Roblin assumed the whole con- 
tract? A.—Yes, I can give you the 
figures, I think, of the amount of 
money Mr. Gordon had in it, and 
the amount he received when he 
stepped out. 


Q.—Yes? A.—I don’t think that 
Mr. Gordon had more than $1,500 
cash in it at that time, and he re- 
ceived on the adjustment for his half 
interest, on the 18th August, $4,- 
583.20, 
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Q.—That was a return of his money 
with the profit accrued? A.—yYes, 
the money came to me and when Gor- 
don signed the proper release I paid 
it over to him. 

Q.—Then from that time you held 
the lands for Mr. Roblin, only? A. 
—That is true. 

Q.—Down to the time you entered 
into the agreement dated the 38lst 
December, 1903, with the Union 
Trust Company? A.—Yes. 

Q.—That agreement is already filed 
as Exhibit 562. Is it right to say 
that that is the only document that 
exists showing the contract or the 
arrangement between yourself and 
the Union Trust Company? A.—Yes 
I produce the duplicate copy of that. 
It is the only agreement I know of. 

Q.—Tell me who it was that brought 
about that sale of the Swan River 
lands to the Union Trust Company? 
A.—I believe it was Mr. Pritchard. 

Q.—Mr. A. W. Pritchard of Win- 
nipegP A.—Yes 

Q.—Was he carrying on the nego- 
tiations under your direction or with 
your knowledge? A.—No, I did not 
know anything about it till the deal 
was practically concluded. 

Q.—So that the transaction was 
carried through by Mr. Pritchard 
acting as an agent? A.—Yes. 

Q.—Dealing with the Union Trust 
Company and at a certain time he 
brought in the papers to you? A.— 
Yes. 

Q.—Or did Mr. Roblin bring them 
in? A.—Well now, I would not be 
sure of that. My impression is that 
it was Mr. Pritchard, although I 
would not be certain as to that. 

Q.—Your best recollection is that 
Mr. Pritchard brought the papers in 
to you? A.—Yes, I think so. 

Q.—And is it right to say that you 
had nothing to do with instructing 
Mr. Pritchard as to the price to ask 
or the terms that would be demanded ? 
A.—No, I did not consider that I 
had anything to do with that. ; 

Q.—Now, what papers did Mr. Prit- 
chard bring in to you when he had 
concluded his arrangement? A.—He 
brought in a proposition from Mr. 
Foster and a copy of his letter in re- 
ply to Mr. Foster, and also a telegram 
from Mr. Foster which concluded the 
bargain. 

Q.—If you will let me have the 
correspondence relating to that, we ~ 
will keep it separate and make it one 
exhibit (Exhibit No. 665). The first 
letter you hand me is dated Decem- 
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ber 23rd, 1903. Is that the first 
document that you have that relates 
in any way to the transaction with 
the Union Trust Company? A.—That 
is all I have any. recollection of. 

Q.—Nothing precedes that? A.— 
Not to my knowledge. 

Q.—That is a letter dated Decem- 
ber 23rd, 1903, from the Hon. George 
EK. Foster to Mr. Pritchard. (Reads 
this letteg). [Then Mr. Pritchard’s 
reply is dated Winnipeg, 28th De- 
cember, 1903 (reads this letter). Then 
Mr. Foster’s telegram to Mr. Prit- 
chard follows, dated December 3lst, 
1903 (reads this telegram). Those 
letters and the telegram, you say, 
were brought in to you by Mr. Prit- 
chard and show the arrangement that 
had been made with Mr. Foster? 
A.—Yes. 

Q.—And apparently the offer made 
by Mr. Foster was not what Mr. 
Pritchard had been asking? A.— 
Evidently not. 


Q.—Can you say how much it fell 
short of the price asked? A.—Well, 
T really did not know what price was 
being asked, but it seems to me it 
would be about $5.50 an acre. I 
make that assertion because Mr. Rob- 
lin himself had been endeavoring to 
sell these lands and had employed a 
man to go to the United States to 
have them put up at auction, but 
it was a failure, and the price ask- 
ed upon that occasion was $5.50. 

Q.—How long before was that ne- 
gotiation? A.—June, 1903. 


Q.—He had been asking then 
$5.50? A.—Six months previously. 

Q.—And the transaction had fallen 
through? A.—Yes. 


Q.—And was that the lowest price 
Mr. Roblin had asked before tthis 
month of December, do you know, 
so far as you have any. knowledge, 
I mean? A.—TI think so. I am not 
quite sure if it was Mr. Roblin’s 
idea that he would be satisfied with 
$5 clear. JI got that impression some- 
where but I could not swear to it. 

Q.—At the time that this transac- 
tion was carried through you had 
the idea that Mr. Roblin had come 
to the conclusion that $5—net to him, 
do you mean? A.—That is the way 
I understood it, yes. 

Q.—Would be acceptable. Then 
the letter . written by Mr. Foster 
offers $5.25 with a commission? A. 
Yes 

Q.—Did you know who the com- 
mission was for? A.—I had no idea. 
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Q.—Did you know whether Mr. 
Pritchard would be getting gq com- 
mission on that transaction? A.— 
No, I had nothing to do with that. 
Never inquired into it. 

Q.—What position did Mr. Pritch- 
ard occupy? A.—He was, I think, 
at that time in the employ of the 
Provincial Government in Manitoba. 

Q.—In what capacity? A.—I 
would not be sure, but I think it 
was in the Vital Statistics Office, or 
some office along there. 

Q.—Was he the private secretary 
of Mr. Roblin at that time? A.—I 
couldn’t say. I know Mr. Roblin 
had Mr. Macdonald as private sec- 
retary. I don’t know whether Mr. 
Macdonald was employed at that 
time or not. 

Q.—So far as your information 
goes, you cannot say whether it 
would be in the contemplation of the 
parties that there should be . any 
commission for Mr. Pritchard from 
Mr. Roblin? A.—No, I would not 
know anything about that. 

Q.—You would assume that this 
letter of Mr. Foster’s offering $5.25, 
that a commission of 25 cents per 
acre would mean payment of $5.25, 
but that a commission should be re- 
turned to some person of 25 cents 
an acre, that is what you would in- 
fer? A.—Somebody was to get it, 
certainly. 

Q.—And from the way this was 
put and your knowledge of land 
transactions, that is what you would 
infer, is it notP A.—yYes. 

Q.—Then what was the next that 
happened after these letters and the 
telegram passed, and you _ received 
them, what did you do? A.—Oh, I 
must have seen Mr. Roblin in an 
interview in which he expressed his 
satisfaction at the terms. 

Q.—That is you got instructions to 
close it? A.—yYes, in fact I know 
I must have seen him and that might 
lead me to think that he brought 
down the papers, a lawyer would not 
swear to that. 

Q.—I understand that you are not 
making any positive statement about 
that. In fact you might have got 
the papers and the instructions all 
at the same time? A.—Yes, that is 
quite possible. 

Q.—I was not concerning myself 
about that particularly. I was ask- 
ing what you did next, following up 
the transaction with the Union Trust 
Company. A.—I' wrote to Mr. 


3034 ROYAL COMMISSION ON 


93rd day, November 5, 1906. 


Foster and I produce a copy of the 
letter which I wrote, on the 2nd 
January, 1904. 

Q.—This will be part of the same 
exhibit. A.—And also followed it up 
on the 6th January, and then I re- 
ceived a letter from Mr. Foster 
dated the 5th January and a further 
one dated the llth January, 1904. 
I have been undble to find any 
copies of my letters to Mr. Foster, 
but produce Mr. Foster’s. 

Q.—That is any copies of missing 
letters that the correspondence shows 
were written? A.—Yes. 

Q.—That is to say, you have given 
us all the copies of your letters that 
you can find? A.—yYes. There is a 
copy of a letter I wrote to Mr. Rob- 
lin informing him of the adjustments 
that had been made. You won’t 
need these National Trust letters, I 
think. A further letter from George 
E. Foster, General Manager of the 
Union Trust Company, dated 4th 
June, 1904; and the 23rd June, 
1904. 

MR. KENT: In what Province 
are these Swan River lands? A.—In 
the northwestern portion of Mani- 
toba. 

MR. TILLEY: Then the next let- 
ter is the one from you to Mr. 
Foster of January 2nd, 1904. (Reads 
this letter.) Then a further letter of 
January 6th to Mr. Foster. (Reads 
this letter.) In that letter of Janu- 
ary 6th you suggest that Mr. Foster 
should send you a cheque payable at 
par in Winnipeg, for the amount of 
the cash payment, less the commis- 
sion. So that you knew that the 
commission was being kept at Tor- 
onto, at any rate. A.—yYes, I under- 
stood that. 

Q.—And you assumed that it was 
Mr. Foster, I suppose, that) was to 
get the commission? A.—I don’t 
know that I assumed anything. 

Q.—At that time you knew from 
your letters, they show by the way 
they are addressed, that you were 
writing Mr. Foster as Manager of 
the Union Trust Company? A.—Yes. 

Q.—And the agreement was with 
the Union Trust Company? A.— 
That is right. 


Q.—Did you insert in the agree- 
ment a provision that the purchase 
money was to be $5.25 with a com- 
mission deducted? A.—No. 

Q.—Why didn’t you put that in 
the agreement. do you remember? 
A.—My recollection is that the 
agreement called for the $5.25 per 
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acre, but that the 25 cents per acre 
was to be deducted from the cash 
payment. - 

Q.—When making that agreement 
with the Manager of the Union Trust 
Company, do you know why you did 
not show that the deduction was to 
be made? A.—No, because Mr. Rob- 
lin said ‘‘all I am to get is $5 an 
acre, that is all I want.” 

Q.—Why would you put in the 
$5.00 then, was therei any discus- 
sion about that? A.—I simply drew 
the agreement from the instructions 
and: correspondence Mr. Pritchard 
produced to me. . 

Q.—yYou had no particular instruc- 
tions about that? A.—None what- 
ever. 

Q.—You did not discuss that with 
Mr. Roblin or Mr. Pritchard? A.— 
I don’t think so. 


Q.—As to whether you should show 
what the officer of the Union Trust 
Company had stipulated for as to 
the price to be paid, $5.25, less 25 
cents commission? A.—I don’t think 
I discussed it with either of them; 
I simply followed the correspondence 
and put it that way. 

Q.—You assumed that the contract 
called for $5.25 and the commission 
would be either deducted or paid? 
A.—Yes. | 

Q.—And in your letter you suggest 
that the commission should be de- 
ducted. A.—I suppose so, if it is 
there. 

Q.—What this says is, less the com- 
Mission as per agreement; you do 
not mean the formal agreement that 
you drew up, but as per the under- 
standing? A.—Yes, that is correct; 
the correspondence. 

Q.—Then Mr. Foster replies to 
your letter of January Sth, 1904 
(reads). ‘‘Contracts will be with the 
Union Trust Company in trust.’’ I 
see that change was made; possibly 
you had not in your draft put in 
“in trust’? or as trustees. A.—My 
copies show it now as trustee. 

Q.—Perhaps that was amended 
after Mr. Foster drew your atten- 
tion to it? A.—I don’t know that. 


Q.—So Mr. Foster appears to have 
made a proposition, after you had 
suggested that the commission should 
be deducted, he proposes that the 
whole amount should be passed to 
the credit of your account in the 
Standard Bank at Toronto and that 
you should send him a cheque on that 
bank for the amount of the commis- 
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sion payable to him and he would 
cash it against the amount he had 
deposited in the bank A.—Evident- 
ly so. 

Q.—That is as you understand his 
proposition? A.—Yes. 

Q.—The next letter is January 
Lith, 1904, and is to Mr. Whitlas I 
should point out that that is not 
quite correct what I have said there; 
Mr. Foster’s letter apparently cross- 
ed yours; it was not a proposition 
made by him resulting from what 
you had said at all. A.—He acknow- 
ledged the receipt of the first let- 
ter; I thought my proposition was 
in the first letter. 

Q.—No, your proposition was in 
the second, so that those letters 
crossed. Then on the 11th January 
he replied to your letter enclosing 
the agreement (reads this letter). 
Then February 2nd, 1904, a letter 
to Mr. Whitia (reads). . The letter 
that Mr. Foster replied to is one of 
the letters you cannot) find? A.— 
Yes, I cannot come across it. 

Q.—And apparently you straighten 
out these objections made by Mr. 
Foster? A.—Yes. 

Q.—Do you know how the mistake 
arose? A—TIn the lands? 

Q.—Yes. A.—Oh probably Mr. 
Pritchard had some old plat of Gor- 
don’s that he was originally working 
on that did not correspond to the 
lands finally selected and sold to me. 

Q.—Do you say that was the case, 
that he had not a proper description 
of the lands? A.—I think that was 
the case; there was no difficulty in 
my straightening the matter out, 
once I saw the objection. 


Q.—Can you say whether Mr. Fos- 
ter or the Union Trust Company 
had inspected those lands which were 
in the original list offered by Mr. 
Pritchard? A.—I cannot say that. 

Q.—You don’t know anything at 
all about what investigation was 
made by the purchasers? A.—No, I 
understood these were all selected 
lands when they came into my name 
originally. — 

Q—Mr. Gordon, I suppose, was the 
person that made the selection? A. 
—Yes, and Mr. Roblin sent a man 
outi there at considerable cost to find 
out what the lands were. 

Q.—yYou are referring now to the 
particular lands described in the con- 
tract with you? A.—Yes. 

Q.—And apparently Mr Foster had 
been dealing with some previous ar- 
rangement that Mr. Gordon had with 
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the Canadian Northern? A.—Oh, 1 
think the selection covered a wider 
field than the final 10,000 acres or 
9,920, and possibly Gordon had an 
erroneous list. 

Q.—Then, do you say the list that 
was in the agreement which you sent 
to Mr. Foster was the correct list? 
A—Oh, yes. _ 

Q.—And all that transpired, ap- 
parently, after Mr. Foster made the 
objection was some assurance by you 
that if he had got any other list 
from Mr. Pritchard it was wrong 
and that your list was right? A.— 
Yes, I would have no title at all 
to any other than those. 


Q.—What I mean to say is that 
the changes Mr. Foster suggested in 
his letter to you were never made 
because your list was right in the 
first place. A.—With the exception 
of possibly one quarter section which 
I noticed wks scratched out. The 
south west quarter of one section. 

Q.—That was taken out of the 
agreement? A.—Yes. : 

Q—Otherwise the agreement re- 
mained the same as to the descrip- 
tion of the lands? A.—Yes. 


Q.—And the whole corresponds, so 
far as the Union Trust Company is 
concerned, showing the action the 
company took with regard to further 
investigation or inquiry, is shown in 
this correspondence you have gtfven 
here? A.—Yes. 


Q.—And you have searched for 
your letter to him to which this is a 
reply? A.—yYes, if I find it I will 
be very pleased to produce it. 

Q.—On February 6th, on receiving 
the agreements, you apparently wrote 
your client, the Hon. Mr. Roblin, 
Premier of Manitoba (reads this let- 


ter). In that letter the cash pay- 
ment seems to be $12,400? A.—Yes. 
Q.—As a fact had you received 


that amount? A.—No. 

Q.—You had received that amount 
less the $2,480? A—I received 
$9,920. One dollar an acre. 

Q.—And this cheque (Exhibit 564) 
shows the payment. Of course you 
would never see that cheque. It 


would be paid into the Standard 
Bank on your account’ of that 
amount of money. A.—Evidently, 
yes. 


Q.—Was that the way the transac- 
tion was carried through, was it de- 
posited to your credit in Toronto? 
A.—I don’t think so. 
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Q.—How was it done, according to 
your recollection? A.—As far as I 
can remember I received a cheque 
for $9.920. 

Q.—That is shown here. A cheque 
payable to the order of the Standard 
Bank for a draft on Winnipeg. So 
a draft on Winnipeg was purchased 
with this cheque and you received 
the money in that way. The bal- 
ance, the $2,480, is shown by Ex- 
hibit 574 which is a cheque of the 
Union Trust Company payable to 
the Hon. George E. Foster, dated 
February 2nd, 1904? A.—I have no 
knowledge of that. 

Q.—But that was the commission 
which was to be deducted according 
to the arrangement made with Mr. 
Pritchard ? A.—That was the 
amount of the commission, yes. 

Q.—And was the ‘commission, so 
far as you knew? A.—TI never knew 
anything about it. It may be. 


Q.—Well, there was that sum to 
be paid by way of commission at any 
rateP A.—Yes. 

Q.—Deducted ? 
ed: that is right. 

Q.—Then May 27th, 1904, to your- 
self. That is a letter from the Cana- 
dian Northern. Subsequently a let- 
ter of June 2nd, 1904. That was 
from the Canadian Northern land 
Department, per the National Trust 
Company? A.—yYes, they were trus- 
tees. . 

Q.—Then you, apparently, wrote 
the trustees, and the trustees replied, 
acknowledging the receipt of your 
letter, stating that the lands had 
been sold, but that they still stood 
in their office in your name. This 
is a letter of June 4th, 1904, from 
Mr. Foster to you. (Reads). Sub- 
sequently a letter of June 23rd to 
Mr. Whitla; that is signed by Mr. 
Foster. That completes the whole of 
the correspondence that has any bear- 
ing on the transaction with the Un- 
ion Trust Company? A.—Yes, ex- 
cept that I think there were some 
disputes about the survey fees of 10 
cents an acre. The Union Trust 
Company wished me to assume that 
payment. That was after they had 
paid me off. 

Q.—That was an entirely subse- 
quent matter and arose out of a claim 
made by them that you were the 
party that should pay the surveying 
fees for having the land surveyed, 
and what position did you take about 
that? A.—I took the position that 
in our Province it is the custom for 


A.—yYes, deduct- 
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the last purchaser, that is the one 
who calls for the deed from the rail- 
way company to pay the ten cents 
an acre survey fee. 

Q.—That is the one who takes the 
deed provides the description for the 
deed? A.—It is a peculiar provision 
in those railway contracts; the ten 
cents an acre is not spread over the 
term of years, but is added to the 
last payment. Consequently the man 
who makes the last payment must 
pay that ten cents. I refused absol- 
utely to pay the ten cents an acre 
and the Trust Company subsequent- 
ly, I believe, paid it. 

Q.—That dispute ended there? A. 
A.—Yes. 

Q.—I am not asking about mat- 
ters of that nature? A.—Well, that 
is all the correspondence. 

Q.—That is all the correspondence 
relating to any commission or deduc- 
hong from the purchase money? A. 
= ¥.65, 

Q.—Were there any other commis- 
sions paid out of that money? A.— 
Not to my knowledge. 

Q.—You have not heard of any 
other commissions being paid? A.— 
Oh, I have heard. I have heard 
from Mr. Pritchard, but I don’t 
know that that is evidence. He js 
here and he can tell you what he 
told me. 

Q.—Have you heard of any other 
commissions other than Mr. Prit- 
chard’s? A.—No, none whatever. 

Q.—Do vou know anything about 
the lands themselves? A.—I never 
saw them. I know they are in a 
good district. 

Q.—Do you know their character? 
A.—Yes, I believe them to be good 
fertile lands. 

Q.—Doa you know whether there 
will be any expense involved in or- 
der to clear the lands and put them 
in shape to farm? A.—I don’t know 
anything about that; I never saw 
any reports on the lands but always 
understood from Mr. Gordon who 
had something to do with the inspec- 
tion, that they were good lands. 

Q.—Did you know whether they 
would need to be reclaimed? A.— 
No, 4 didn’t know anything about 
that. 

Q.—Have you told us now your en- 
tire connection with it, so far as the 
Union Trust Company is concerned ? 
A.—Yes, that is all I know about it. 
IT have here the cheques which I paid 
for the lands. I suppose you are not 
interested in them. 
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Q.—No. Was there any _ sug- 
gestion made at any time that the 
commission you have told us about 
was in any way in reduction of price, 
that you know of? A.—No, I never 
heard anything. 

Q.—Did you ever hear of any nego- 
tiation of prices except what this cor- 
respondence shows? A.—That is all 
I knew about it. I prepared the 
documents from that. 

ARTHUR W. PRITCHARD sworn. 
Examined by 

MR. TILLEY: Q.—Mr. Pritchard, 
what is your present occupation? A. 
—Dealer in large tracts of land, and 
timber, and city properties in Win- 
nipeg. 

Q.—In the real estate business in 
Winnipeg; does that describe it? A. 
—Yes, in that way. 

Q.—In a large way, a wholesale 
way? A.—Yes. 

Q.—How long have you been follow- 
ing that occupation exclusively? A. 
—Since the Ist February, 1904, I 
think. About two years. 

Q.—Prior to that date what posi- 
tion did you occupy? A.—TI was ac- 
countant in the Department of Agri- 
culture and private secretary to the 
First Minister. 

Q.—That is you were Private Sec- 
retary to ‘the Hon. Mr. Roblin? A. 
—First starting with Mr. Norquay 
and following with the successive 
Premiers down to that date. 

Q.—Extending over how long a 
period? A.—22 years. 

Q.—Extending over a period of 22 
years you were Private Secretary to 
the Prime Minister? A.—The dif- 
ferent Premiers, with the exception 
of the Hon. Hugh John. I wasn’t 
with him. 

Q.—Then in 1903 you say that you 
occupied that position at that time? 
A.—Yes. 

Q.—What was the first transac- 
tion you ever had with the J.0.F. or 
the Union Trust Company, or any 
of the officials of either of those com- 
panies? A.—The first transaction I 
had was with the Hon. Dr. Montague. 

Q.—And when was that? A.—That 
must have been about 1903, I think. 

Q.—And have you brought with you 
any papers that you had relating to 
that transaction? A.—No, those were 
handed, as I remember it, to the peo- 
ple who had the lands for sale. 

Q.—You say you think the papers 
relating to that matter were all with 
the persons who were the vendors of 
the land? A.—With those who were 
representing the vendors. 
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Q.—The vendors or their agents? 
A.—Yes, 

Q.—And have you none in your own 
possession? A.—No, 

Q.—Did you look for them? A.— 
Yes, 

Q.—And you have not any papers 
at all relating to that matter? A.— 
Not that I could find. 

Q.—Who were the vendors or who 
would have the custody of those 
papers? A.—Well, we had some trou- 
ble with Dr. Montague over the com- 
mission. He didn’t want to pay a 
commission. He said that he had agreed 
with me for what he called an honorary 
consideration, for finding him these 
lands, and I secured these lands from 
Messrs, Aikins & Pepler, real estate 
agents in that city, and I advised 
them I was putting them up to Dr. 
Montague, and they in turn advised 
the Rev. Mr. Gillespie of Toronto. 

Q.—What position did he occupy in 
connection with the transaction? A. 
—He was head of the Oolonization 
Company that owned these lands. 

Q.—So that you saw the agents who 
had the lands for sale on behalf of the 
Rev. Mr. Gillespie’s company, is that 
the ideaP A.—Yes. 

Q.—And did you communicate that 
you saw them at the request of Dr. 
Montague? A.—Yes, I told them 
that. 

Q.—What was his request, that 
you should get some particular lands? 
A.—No, no lands in particular. To 
secure him anything that was a good 
bargain. 

Q.—You were to try to get track of 
a good purchase and advise him? A. 
—That was the idea. 

Q.—And for that he was to pay 
you some honorarium? A.—.That is 
right. 

Q.—Not by way of a commission on 
sale, quite? A.—No. 
Q.—Not of that magnitude, but 
something for your trouble? A.—For 
the knowledge which I possessed in 

regard to different blocks of land, 

Q.—Then did you obtain informa- 
tion and communicate it to him re- 
garding the lands that were after- 
wards sold to. him? A.—yYes. 

Q.—And that information was ob- 
tained from the firm of Aikins & Pep- 
lar, real estate agents in Winnipeg? 
A.—Yes. 

Q.—Then what was the dispute? A. 
—Well, Dr. Montague was told who 
were the owners of these lands, and 
that they were in Toronto and he took 
up the matter personally at the To- 
ronto end, 
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Q. That’ Ws) with) theps ave nee, 
Gillespie? A.—Yes, and when the 
question of commission came up, he 
told Mr. Gillespie he would settle 
that, he would assume that; thinking, 
as he said, that there was only me 
to deal with, but it turned out that 
the firm of Aikins and Peplar had to 
be dealt with also. 

Q.—That is to say, in the agree- 
ment with the Rev. Mr. Gillespie or 
his company, Dr. Montague assumed 
the obligation of paying all commis- 
sionsP A.—Yes. 

Q.—And when he entered into that 
obligation he had in mind what he had 
promised to pay you? A.—I suppose 
so, that is what he said. 

Q.—That is the position he took 
afterwards? A.—That is the position 
he took afterwards, yes. 


Q.—That he did not think he should 
pay any charge by way of commission 
of these Winnipeg real estate agents? 
A.—Yes, he said he had nothing to do 
with them. 

Q.—And they, on the other hand, 
claimed a commission because they 
had the lands in hand for sale? A.— 
Yes, and they so advised Toronto. 

Q.—They advised Mr. Gillespie? A. 
— Yes. 

Q.—Or his company, that there 
would be a commission to pay to 
them? <A.—Yes. 

Q.—Mr. Gillespie makes a contract 
with Dr. Montague whereby he prom- 
ises to pay the commission? A.—Yes. 

Q.—And then Dr. Montague says, 
when I signed that contract I had in 
mind Mr. Pritchard and no person 
else? A.—Yes. 

Q.—That was the way the tangle 
arose there? A.—That was the posi- 
tion. 

Q.—What was the price that was 
being paid for those lands? A.—I 
can hardly remember. I think it was 
$3.50, 

Q.—And how many acres of land 
were covered by the transaction? A. 
18,000 or 20,000 acres, I think. 

Q.—Where were they situated? A. 
—They were round the Kirkella, on 
the proposed line -of the Kirkella 
branch of the C. P. R., just west of 
the second meridian. 

Q.—Who was the vendor of them, 
what was the name of that company 
that Mr. Gillespie was the head of, 
do you remember? A.—I don’t re- 
member. It was a colonization com- 
pany. They secured the lands, I 
think, in 1881. Some company that 
was formed in the early days. 

Q.—Do you know to whom the lands 
were conveyed, was it to Dr. Monta- 
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gue or the Union Trust Company? A. 
—I would not know about that. I had 
nothing to do with that. 

Q.—What solution was ultimately 
made of this difficulty with regard to 
commissions? A.—We agreed to fore- 
go some of the commission and accept 
an amount of $2,700 to be divided 
among three of us. 

Q.—Who was the third party? A. 
—Mr. Muttlebury. 

Q.—Who was he? A.—He was the 
one who really had the land, but 
Aikins and Peplar worked a great 
deal with him. He was the head of a 
loan company there. 

Q.—Winnipeg is a place where it is 
easy to get mixed up with commis- 
sions; there were three claiming com- 
missions? A.—I don’t know how it 
is in other places; I know it is easy 
there. 

Q.—Then you finally arranged as 
a compromise that $2,700 should be 
paid. Do you know whether Dr. 
Montague paid it? A.—I understood 
that he did. He-had to deal with the 
firmof Aikins & Pitblado. 

Q.—Did you agents, if I may call 
you all agents for that purpose, join 
in putting it in the hands of a firm 
of solicitors there? A.—Yes, we had 
to in order to get it. . 

Q.—You parties were acting to- 
gether. I suppose that you were 
endeavouring to see that the other 
agents got| some payment, were you? 
A.—I was not going to see those left 
from whom I secured the lands. I 
was going to see they got an equal 
interest. Pe 

Q.—You thought it was fair that 
payment should be made to them be- 
cause they had the lands for sale? 
A.—That was the way they were 
making their living. 

Q.—And I gather from what you 
say that you had in mind that yours 
was not in the way of a real estate 
agent’s commission at all, but more 
of an honorary gift made by Dr. 
Montague as an acknowledgement 
for your services. Is that right? A. 
—Well, I could not receive it as that 
after he had refused to give it, but 
he had to pay the commission, and 
they allowed me part of their com- 
mission. 

Q.—And when the difficulty occur- 
red you took the position that you, 
by contract, were entitled to some- 
thing? A.—They thought I was, 
too. 

Q.—Then the $2,700 being paid, 
that was in settlement of all your 
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claims? A.—Yes, that was paid in 
full. 

Q—And you were paid how much? 
A.—$900. 

Q.—And the other two divided the 
balance so far as you knowP A.— 
Yes. 

Q.—Did that end that transaction ? 
A.—Yes. 

Q.—Was there any commission 
paid in connection with that pur- 
chase? A.—No, nothing that I 
know of. 

Q.—No return of pufchase money? 
A.—No, nothing that I know of. 

Q.—No return of purchase money ? 
A.—No, nothing that I know of. 

Q.—It was, so far as you know, 
a transaction where lands were con- 
veyed for a price that was openly 
agreed on, without any diversion of 
the purchase money to any of the 
parties interested P A.—That is 
right. 

Q.—You say that without any 
mental reservation at all? A.—Qh, 
yes, without anything at all, so far 
as I know. 

Q.—And the only financial compli- 
cation was the payment of the com- 
mission that you have told us about? 
A.—Yes. 

Q.—And that was adjusted as you 
have said? A.—Yes. 

Q.—Then did that end that mat- 
ter? A—That was the end of it. 

Q.—Did you have any other tran- 
sactions with Dr. Montague? A.— 
No, I did not. 

Q.—Who was your next transac- 
tion with where the Union Trust 
Company or the I.0.F. were interest- 
ed? A.—The Hon. George HE. 
Foster. 

Q.—In connection with what lands? 
A.—In connection with the 40,000 
acres. I believe the figures were 
given 40,960. 

Q.—That is in connection with two 
townships, the Carrot River lands, 
were they? A.—The Carrot River 
lands. \ 

Q.—The vendors being the On- 
tario, Manitoba and Western Land 
Company? A.—Yes. 

Q.—Have you produced any papers 
relating to that transaction? A.— 
No, I did the same with these papers 
as I did with the papers in Mr. 
Whitla’s case. I handed them to the 
solicitor. 

Q.—Here is the subpeona that was 
served on you. It reads in this way: 
“You are required to bring with you 
and produce all documents, papers, 
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agreements, notes, cheques, corres- 
pondence and _ other documents, 
whether originals or copies, in your 
possession or control in any way re- 
lating to any negotiations or tran- 
sactions relating to lands with the 
Independent Order of Foresters, the 
Union Trust Company, Limited, the 
Hon. George E. Foster and the Hon. 
W. H Montague, or any of them, in- 
cluding sales of lands by or through 
the Ontario, Manitoba and Western 
Land Company and H. W. Whitla, 
or relating to any payments made or 
received in connection with such 
negotiations or transactions, whether 
as purchase money, commission, pay- 
ment for services or otherwise.’’ 
‘Now, you read the subpoena? A.— 
I read it over. I told Mr. Afieck— 

Q.—That is the party who served 
you? A.—Yes. I says: ‘‘Well now, 
I have not any papers. I turned 
those in to the solicitors.’’ He said: 
“Take your bank book with you and 
show it here.’”? And I said: ‘The 
bank book I have—I deposited my 
money to my credit in two different 
accounts in the Dominion Savings 
Bank, and even that book has gone 
into the Finance Department and 
has been collected. I having closed 
out my account.’’ 

Q.—You having closed out your 
account? A.—Yes. 

Q.—You had closed out your ac- 
count from the Post Office savings 
branch? <A.—Yes. 

Q.—Both accounts? A.—Yes. 

Q.—And closing them out you had 
to surrender the books? A.—Yes, 
so that I could not even show that, 
and the cheques that I received or 
notes have gone back to the parties. 

Q.—What do you say happened to 
the correspondence? A.—I say I 
turned that in to the solicitors. 

Q.—To what solicitors did you turn 
in the correspondence regarding the 
purchase or sale of the Carrot River 
lands? A.—Mr. Campbell. 

Q.—What Campbell? A.—He is 
the president of the company refer- 
red to and also solicitor. 

Q.—He is the president of the On- 
tario, Manitoba. and Western Land 
Company? A.—yYes. 

Q.—And also solicitor? A.—Yes. 

Q.—What Campbell is that? A.— 
That is the Attorney General. 

Q.—What is his,name? A—Colin 
H. Campbell, the Attorney General. 

Q.—Do you say that all the 
papers which you had would be with 
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him? A.—The papers vital to the 
deal would be with him. — 

Q.—The papers vital to the deal? 
A.—Yes. 

Q.—When you say papers vital to 
the deal, do you mean the papers 
that showed the arrangement that 
you concluded? A.—Yes. 

Q.—Somewhat the same as the 
papers that Mr. Whitla produced? 
A.—Yes. 

Q.—Relating to the Swan River 
lands? A.—Yes. 

Q.—Then there would be _ other 
papers that would not be described 
as being vital? A.—Oh well now if 
I would write a letter to Mr. Foster 
I would not keep any copy of that. 

Q.—Did you not keep a letter book 
in which you would keep a letter- 
press copy? A.—No. 

Q.—Did you make copies of any 
letters you wrote? A.—No. 

Q.—You never made them at all? 
A.—No. 

Q.—Your 
would not lead you to make copies 
of letters? A.—Unfortunately, we do 
not seem to learn things by experi- 
ence. 

Q.—When it comes to your own 
transactions you omitted to make 
any copies? A.—We seemed to neg- 
lect in our own transactions. 

Q.—You say you have not any 
paper in your collection at all that 
throws any light on this matter? A. 
—Not that I am aware of. 

Q.—We will have to take your re- 
collection for the present at any rate 
and see how we get along. Tell me 
how you came in contact with Mr. 
Foster in connection with that trans- 
action P A.—Well, as I remember 
it, certain trust companies were in- 
quiring about the lands in the 
States, and I wrote to several of 
them— 


Q.—Offering these Carrot River 


lands or offering other lands? A.—. 


Well, to find out whether they were 
in the market generally. 


Q.—Generally? A.—Really in that 
respect I looked around to see what 
trust companies we shad ourselves, 
and the Union Trust Company came 
to my mind and I wrote to the Hon. 
Mr. Foster. 

Q.—Did you write your letter, do 
you remember, to the company or 
to Mr. Foster? A.—Oh I wrote it 
to Mr. Foster. 

Q.—Had you had any previous 


dealings of any kind with Mr. Fos- 
ter? A.—No. 
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-Q.—Or any negotiations with hin? 
A.—No sir,I do not think so. 

Q.—Did you know him personally? 
A.—No. 

Q.—At that time you did not know 
him personally? A.—No. 

Q.—Do you remember what month 
and what year it wasP A.—That I 
wrote to him about this? 

Q.—YesP A.—Well, I suppose it 
would be in 1903. 

Q.—In what month? A.—I would 
not swear to that. I am only speak- 
ing from memory. 

Q.—I want the best of your recol- 
lection. You have heard Mr. Bettes’ 
evidence this morning. I suppose 
the dates of the agreements and so 
on helped you? A.—It revived it 
in my mind. We are speaking now 
of the 40,000 acres. 

Q.—Entirely of the Carrot River 
lands? A.—Well, between the time 
that I submitted it to Mr. Foster 
and the time that he accepted would 
not be very long. The only time 
that intervened was the time it took 
to inspect these lands. 


Q.—Was that the time between his 
acceptance and the date of the for- 
mal contract? A.—yYes. Well, he 
accepted conditionally upon the lands 
passing inspection. 

.Q.—That is the formal contract 
provided that, do you knowP A.— 
Oh no. The contract would not 
entered into until after the inspec- 
tion. 

Q.—The delay would be between 
his acceptance pending inspection? 
A.—Yes. 

Q.—And the formal contract that 
would be entered into after inspec- 
tion? A.—That is it. 

Q.—Are you able to say with re- 
spect to those Carrot River lands that 
there was inspection by Mr. Foster 
or the company? A.—I understood 
Mr. Bettes to tell me he made an 
inspeetion. 

Q.—That who made it? A.—Mr. 
Bettes. 

Q.—For the purchaser? A.— 
Whether he was referring to inspec- 
tion for himself—if he didn’t make 
it then I do not know who made it. 

Q.—If Mr. Bettes the manager of 
the vendor company, did not make 
the inspection you do not know who 
made it? A.—No, Mr. Foster never 
said to me who made the inspection. 

Q.—Can you say then from recol- 
lection that there was a delay dur- 
ing which you made inspection? A. 
—Oh certainly I can say that. 
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Q.—You thought there wds a de- 
lay for that purpose? A.—Yes. 


Q.—Then it must be some time be- 
fore the 18th October? A.—Oh yes. 


Q.—Where are those lands, those 
Carrot River lands, can you say? 
A.—Well, they were described this 
morning as 45 and 46, 14 west of 
second. [ think that is correct. 

Q.—So that you think in that way 
there was some time allowed within 
which investigation of properties 
could be made? A.—Oh I feel certain 
that an inspection was made before 
they were accepted. 

Q.—Then you say you got in touch 
with Mr. Foster by following up 
Trust Companies as likely purchas- 
ers? A.—That is my recollection of 
it. 

Q.—Were you brought into touch 
with him by any person? A.—No, 
no. 

Q.—Did you have direct communi- 
cation with him by letter? A.—Yes. 

Q.—Did you have any personal in- 


terview in connection with those - 


lands? *A.—No. 

Q.—Mr. Foster said in his eyvi- 
dence that he had no dealings with 
you at all with respect to those lands. 
Are you able to say on your memory 
of the transaction that that is not 
correct? At page 2647, speaking of 
the purchase ot the Ontario, Mani- 
toba and Northwest Land Company 
lands Mr. Foster was asked ‘‘did 
Mr. Pritchard have anything to do 
with. that or notP”’ And the an- 
swer is: ‘“‘Never heard’.of  Prit- 
chard’s name in connection with it, 
my communications were entirely so 
far as | was concerned with Sheriff 
Bettes.”’ Mr. Bettes says that he 
had no communication with Mr. 
Foster, and his statement is that you 
earried on the transaction. Now, 
can you say that you carried it on 
directly with Mr. Foster, or was it 
through some other person? A.—Oh 
I carried it on directly with Mr. 
Foster. 

Q.—Are you sure you did not have 
some intermediary between you? A. 
—Oh, perfectly sure. 

Q.—You are perfectly sure of that? 
AY ese 


Q.—Tell me what communications - 


evér passed between you and Mr. 
Foster? §A.—Oh, I submitted these 
lands to him, told him that it was 
a solid block of land, 40,000 acres. 
Q.—Two townships? A.—Two 
townships, almost solid, outside of 
the Hudson Bay properties and the 
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‘ school section, and said that it would 


make a fine estate, as I remember it, 
such a block was very hard to find, 
and it being a solid block I thought 
would add greatly to its value as 
an investment, it being so rare. 
Q.—Did you quote him any price 


in connection with that? A.—Oh 
yes. 

Q.—What price did you quote? 
A.—$5. 


Q.—Was that all in one letter do 
you remember? A.—Yes, just in 
one letter. 

Q.—You wrote praising up the pro- 
position? A.—yYes. 

Q.—And fixing the price at $5 per 
acreP <A.—Yes. 

Q.—Did you say anything about 
commissions in ‘that letter? A.— 
No sir. 

Q.—Nothing said about commis- 
sion, but a straight offer of the lands 
at that price? A.—Yes. 

Q.—Had you Mr. Bettes’ authority 
to offer the lands at the price? A. 
—Yes, 

Q.—Did he know you were offer- 
ing them to the Union Trust Com- 
pany? A.—wNo. 

Q.—Or to Mr. Foster?) A.—No. 

Q.—Did you offer them to any 
other person or company at the same 
time or about the same time? A,— 
Not that I remember. 

Q.—Did you get a reply from Mr. 
Foster to your letter? A.—I got a 
telegram, I think, saying that they 
would have them inspected. 

Q.—Subject to inspection did he 
would have the lands inspected? A. 
—Subject to the inspection. 

Q.—Subject to inspection did he 
say he would accept them? A.—Yes. 

Q.—That was in a telegram to you? 
A.—Yes. 

Q.—And that telegram he turned 
over to Campbell? A.—Yes. 

Q.—Does that comprise all the cor- 
respondence that passed between you? 
A.—All that I remember. 

Q.—Was anything said at the time 
to you about what your commission 
would be on that transaction? A.— 
It was understod that I was to have 
25 cents an acre. 

Q.—Who. did you understand that 
with? A.—Sheriff Bettes. 

Q.—So that you had an arrange- 
ment whereby you were to get 25 
cents an acre if you carried through 
the sale? A.—Yes. 

Q.—Did you make any proposition 
to Mr. Foster regarding’ sharing 
commission with him? A,.—Yes. 
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Q.—When did you do that? A.— 
Well, I did that between the time of 
submission and the inspection. 


Q.—Before his telegram or after? 
A.—Well before—well I think I wrote 
him offering to rebate or divide the 
commission. 


Q.—Which was it that you offered? 
What did you say to him? A.—I 
said to him that I would split it in 
two. 

Q.—You told him what your com- 
mission was? A.—Yes. 

Q.—And you told him that you 
would split it in two? A.—Yes.: 

Q.—Was that before he had sent 
you any telegram? A.—Yes—well 
that I cannot say, because he may 
have received this letter before he 
sent the telegram of acceptance. 

Q.—That is you wrote the letter 
before you got the telegram? <A.— 
Yes, I wrote the letter before I got 
the telegram. 

Q.—And you cannot say whether 
the letter reached him before the 
telegram or after he had sent the 
telegram? A.—No, I have always 
been in doubt about that. 

Q.—That is to say your offer about 
the commission was in transit to him 
but his telegram came so quickly that 
you could not say whether your let- 
ter had reached him? <A.—That is 
right. 

Q.—That is pretty clear in your 
mind is it? A.—Yes. 

Q.—Because when you got the tele- 
gram you commenced to feet a little 
sorry, did you, that you committed 
yourself to this letter? A.—I do not 
know that I could say that I was 
sorry or not. I thought perhaps it 
might have gone through anyway. 

Q—The thotght™ came, was it 
necessary after all? A.—Yes. 

Q.—I suppose it was just to expe- 
diate this matter that you sent the 
letter offering to divide the comm's- 
sion—just to hurry it along or make 
it run a little easier? A.—I sup- 
pose so. 

Q.—That you say was not the re- 
sult of any discussion about price? 
A.—Oh no, it played no part in it. 

Q.—It played no part in it at all? 
A.—No 

Q.—Then that left $5,000 commis- 
sion for yourself? A.—It left $5,000. 

Q.—Why do you put it that way? 
Why do you not say yes? Was there 
something that was not for yourself 
there ? A.—Well, there was some- 
thing that I did not get. 
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Q.—What did you not get? A.— 
Well, Mr. Campbell 
~Q.—What Campbell? A.—The At- 
torney General. He thought that he 
had had a good deal of trouble over 
these lands in one way and another 
and he ought to come in for $1,000, 
suv I finally consented to let him 
have that amount. 


Q.—You say that Mr. Campbell, 
who was the president of the selling 
company A.—Yes. 

Q.—Said to you that he thought 
that for his trouble he should get 
$1,000? A.—Yes. 

Q.—When did he say that? A.— 
Well, as I received these letters or 


telegrams I showed them to Mr. 
Campbell. 


Q.—That is to say, you kept Mr. 
Campbell, who is the president of 
the company, advised as to the pro- 
gress of matters as they were going 
on? ~A.——Yes. 

Q.—That is to say, you were can- 
did in disclosing everything to him? 


Q.—During the progress of the 
negotiations? A.—Yes. 

Q.—Did you disclose to him that 
you had written to Mr. Foster offer- 
ing to divide the commission? A.— 
Well, I think that was disclosed by 
the telegrams which he saw. 

Q.—Which telegrams? A.—The 
telegrams mentioning the commis- 
sion, 

Q.—The one you sentP A.—No, 
the one I received from Mr. Foster. 

Q.—Did you get more than one 
telegram from Mr. Foster? A.—I 
am not sure as to that, whether the 
whole thing was in one or. whether 
there were two telegrams. 

Q.—But at any rate one of Mr. 
Foster’s telegrams to you, or the 
telegram that he sent, if there was 
only one,sreferred specifically to the 
commission? A. —-Yes, sir: 

Q.—That part of ‘the Rranae ae 
was closed and settled by a telegram 
from Mr. Foster accepting your kind 
offer; is that what you say? A.— 
Well, Mr. Campbell saw that  tele- 
gram. 

Q.—Then up to that time had Mr. 
Campbell suggested that the $1,000 
should be paid to him? A.—No, it 
was when the thing was finally going 
through, when it was a bargain. 

Q.—That is about October, when 
the agrement was signed, or at this 
time when the offer was accepted 
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pending investigation, at which 
time? A.—Well, after the inspec- 
tion had been made. 

Q.—So that nothing was said by 
him as to the division of the com- 
mission until the matter was ready 
to close? A.—Yes, that is right. 

Q.—Tell us just what was said? 
A.—Well, he said, ‘I think that it 
would be to your advanvage to give 
me $1,000 of this commission.’’ 

Q.—What did he mean by that? 
A.—I said, ‘‘On what ground? What 
have ‘you done for it?’? And _ he 
said, ‘‘Well, it will be to your ad- 
vantage to give me the amount,’’ 
and he said, ‘‘You go and think it 
over.’”? So I went home and thought 
it over, and I thought there must be 
something somewheres brewing, or 
he would not say that unless it was 
true; so I ’phoned him and said that 
I decided to give him the $1,000, 
and he said he thought that I had 
acted wisely. 

Q.—Did you have any further 
negotiation about that or was that 
all that was said about that until you 
paid the money, or did you pay the 
$1,000? A.—No, I did not pay the 
money. 

Q.—The $1,000? A.—Oh yes, I 
handed him that in cash, after put- 
ting the note through the Bank of 
Hamilton. 

Q.—That is to say, you got from 
Mr. Bettes the cheque and the note? 
A.—yYes, I got it from Campbell. 

Q.—The cheque and the note seem 
to be signed by Colin H. Campbell, 
president, and James W. Bettes, 
manager, the Ontario and Manitoba 
Northwestern Land Company, and 
you say this cheque and the note 
were handed to you by Mr. Camp- 
bell both of them, were they? A.— 
Yes. 

Q.—And then did you cash the 
note? Did you discount it? A.— 
Yes, I discounted the note through 
the Bank of Hamilton. 

Q.—Did you attend to that? A.— 
Well, I went down to the bank. Mr. 
Campbell’s office is upstairs. I went 
down to the bank, and he telephoned 
the manager to give me the money, 
and then when I got the money I 
went up and gave him $1,000 cash. 

Q.—Did you pay out any other 
commission in connection with that 
out of your $10,000? A.—No, I 
stopped there. 


Q.—Did you get the balance, the 
$4000? A.—Yes. 
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Q.—Then I suppose you feel that 
you got off pretty well after all, to 
get off with the $4,000, don’t you, 
or did you have any thought about 
that at allP A.—Well, we always 
think we might have done better per- 
haps. 

MR. KENT: Q.—I suppose it 
might have been worse, too? A.— 
Yes, 1t might have been worse, too. 

MR. TILLEY: Q.—You have told 
us of every negotiation or discussion 
you had regarding dividing commis- 
sion or rebating in connection with 
that transaction A.—Everything. 

Q.—Did any other person in con- 
nection with the Union Trust Com- 
pany or the Independent Order of 
Foresters get any consideration from 
you or any person else in connec- 
tion with that transaction? A.—Not 
to my knowledge. 

Q.—You have given us a frank dis- 
closure of everything? A.—EKvery- 
thing. 

Q.—Do you know anything about 
those landsP A.—These 40,000 acres? 

Q.—Yes. <A.—Well, I knew quite 
a bit about it then. They were sup- 
posed to be covered with pea vine, 
which is an indication of good soil, 
and they were supposed to have some 
valuable timber, probably a section 
of timber, on it, the only timber 
within some distance of these lands 
which was said to be of considerable 
value. There was some scrub on the 
land as I understood, but excellent 
soil and good water, so that they 
were considered a good purchase, 
good value for the money. 

Q.—And did you so regard them? 
A.—I never offered anything in my 
life that I did not think was a good 
purchase. 

Q.—So far as we can gather there 
was no discussion about the terms, 
or attempt to get any better bargain 
from you or from the vendor com- 
pany? A.—Not through me I do not 
think. 

Q.—Just a mere statement of the 
price, a beneficial arrangement all 
around about commission, and the 
transaction went through? A.—The 
transaction went through. 

Q.—Without any attempt to get 
any better terms for the purchasing 
company? A.—So far az I know. 

Q.—So far as you know there was 
none? A.—Not through me. 

Q.—And there was no negotiations 
with any person else except you? A. 
—Not that I know of. 
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Q.—And your negotiations, as you 
have said, were direct with Mr. 
Foster, the manager of the Union 
Trust Company? A.—Yes. 

Q.—Then what was the next tran- 

saction you had with the Union Trust 
Company or the Independent Order 
of Foresters, or any of the officers 
of either company? <A.—Well, I 
went to Toronto to see Mr. Foster 
about 10,000 acres, or thereabouts, 
in the Swan River district. 
* Q.—In the Swan district; and you 
made a trip to Toronto to see Mr. 
Foster? A.—Well, I was taking my 
annual trip and _ holidays. 

Q.—Mr. Foster’s letter, too, is dated 
23rd December, 1903. Can you say 
how long it was before that that you 
had a conversation with Mr. Foster? 
A.—I think it was some time in 
November. 

Q.—Had the transaction with ref- 
erence to the Carrot River lands 
been completed then? A.—Oh, yes. 

Q.—They had been completed? A. 
—Yes. 

Q.—Was there ever any bringing 
together of these two transactions to 
make one help the other in any way? 
A.—No. Mr. Roblin knew I had 
made the sale of the 40,000 acres to 
Mr. Foster, and he suggested that 
5 take this block of his up to him 
also. 


Q.—You were then in Mr. Roblin’s 
office? A.—Yes. 

Q.—As his private secretary? A.— 
Yes. 


Q.—And he had these lands, Swan 
River lands, which stood in the name 
of Mr. Whitla? A.—I understood 
they were held by Mr. Whitla in 
trust. 

Q.—That has been shown? A.— 
Yes. 


Q.—And Mr. Roblin, hearing of 
your success with the Carrot River 
lands. suggested to you that you 
should try and sell his Swan River 
land? A.—Yes. 


Q.—Or was the suggestion from 
you? A.—No, I think that he sug- 
gested it. It may have been the 
other way, but I think it was his 
suggestion. 

Q.—Had you any discussion with 
Mr. Foster when you were carrying 
on the Carrot River negotiations 
that you might come to him about 
the Swan River lands? A.—No, there 
was no connection. 


Q.—No connection at all? A.—No 
connection whatever. 
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Q.—One was not used in any way 
to help the other? A.—No, per- 
fectly distinct. 

Q.—What did you know about the 
Swan River lands, as to their qual- 
ity, condition and value? A.—Well, 
I had seen people that had been over 
them; for one thing we knew there 
was coal on one section—at least in- 
dications of coal. 

Q.—That is_ better. A.—Well, 
there was coal, and I also knew that 
there was a line going to be built 
running down to Thunder Hill, which 
would run through these lands, and 
thus every railway adds an additional 
value in lands up in our country. 

Q.—You knew that railway was ~ 
going through? A.—yYes, we were 
pretty certain it was going through. 

Q.—Did it go throughP A.—Yes, 
it has since been built. : 

Q.—Through those lands? A.— 
Yes. ’ 

Q.—I gather you sold for farm 
lands not as a coal mine, notwithstand. 
ing the showing? A.—Well, you 
have to sell them as farming land. 
You would have no power to sell 
them as coal land. That is vested 
in the Crown, I think. 

Q.—That was just by the way? 
A.—Yes. 

Q.—Would they have to be clear- 
ed? A.—Yes, I think some of them 
will. 

Q.—Can you say what percentage? 
A.—No, I do not know what per- 
centage would have to be cleared. I 
could not say. 

Q.—Half of it? A.—I would not 
like to make a statement about that, 
because I am not sure. 

Q.—What would be the expense in- 
volved per acre of clearing it? A. 
—About $2, between $2 and $3. 

Q.—Between $2 and $3 it would 
cost per acre to clear it to the ex- 
tent to which it needs clearing? A. 
—If it was scrub lands it would cost 
that to clean it. 

Q.—And you believe that part of 
it is scrub land? A.—yYes, I think 

Q.—Is not the whole of it scrub 
land? A.—No, I believe not, not the 
whole of it. 

Q.—Will it require draining? A. 
—No, I never heard that it would. 

Q.—Had you carried on any nego- 
tiations previous to November, 1903, 
looking towards selling those lands? 
A.—No. 

Q.—No negotiations at all? A.— 
No. 
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Q.—Did you know what price Mr. 
Roblin was asking for them? A.— 
Well, he asked Mr. Foster $7 for 
them. 

Q.—You say that rather smiling- 
ly? What do you mean by that? 
A.—Well, it was a good deal more 
than he got. 

Q.—Through whom did he make the 
request of Mr. Foster that the lands 
should be taken at $7 an acre? 
Through you? A.—Through me, 
yes. 

Q.—Was that in the verbal inter- 
view you had in Toronto? A.—Yes. 

Q.—Mr. Whitla seemed to be of 
the opinion that Mr. Roblin was then 
willing to take considerably less. Did 
he intimate that to you? A.—No, 
he did not intimate that to me. 

Q.—You came down to Toronto 
with the object) of endeavoring to 
effect a sale at $7 an acre? A.— 
That was the price he asked. 

Q.—Did you discuss with Mr. Rob- 
lin the necessity of allowing some- 
thing by way of commission in con- 
nection with that priceP A.—He 
said he was willing to allow $5,000 
out of that price. 

Q.—Did you suggest that or did 
he?' A.—He suggested that. 


Q.—Did you tell him how you had 
arranged the other transaction re- 
garding Carrot River? A.—No, I 
do not think so. 

Q.—Was that just intuition on his 
part. Did you not make any sug- 
gestion at all? A.—No 


Q.—That cgmmission was not for 
you was it? A.—wWell, I hoped part 
of it was. 

Q.—But you did not think Mr. 
Roblin was suggesting that as some- 
thing that you were going to get if 
the sale went through? A.—No, I 
suppose not. 

Q.—That was a commission to be 
allowed to the purchaser or to the 
persons who might happen to act 
for the purchaser? A.—Yes. 

Q.—And did he know that it was 
your intention to offer them to Mr. 
Foster as you had the Carrot River 
lands? A.—You could not put it in 
that way. 

Q.—How would you put it? A.— 
Well, he told me to offer them. 

Q.—To Mr. Foster? A.—To Mr. 
Foster. 

Q.—That is to say it was the under- 
standing that you were to go to To- 
ronto especially with Mr. Foster in 
view? A.—Yes. 

Q.—And he said to ask him $7 an 
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acre, although apparently he was will- 
ing to take considerably less accord- 
ing to Mr. Whitla’s evidence, and 
there was to be a commission of $5,- 
000 you say that you were to tell 
Mr. Foster that he could have. Is 
that rightP A.—I think that is 
right. 

Q.—That being your instruction 
when you left Winnipeg, you came 
down and saw Foster and what took 
place? A.—He was in England at 
that time. 

Q.—Who? A.—Mr. Foster, and I 
waited for his return, and he got 
back and he said ‘‘Well, I have got 
more business to attend to than a 
little now that I have just returned 
but I will take this matter up at as 
early a date as possible, and you had 
better return to Winnipeg and I will 
advise you there what can be done if 
anything.”’ 

Q.—Did that conversation take 
place in Toronto or Ottawa? <A.— 
Toronto. 


Q.—Was that practically the whole 
conversation? A.—Yes, that is it in 
a nut shell. 

Q.—It was a long way to come for 
that length of talk about it. Did 
you see him more than once? A.— 
No, I just saw him once. 


Q.—Tell us just what you told him 
as nearly as you can, just how you 
put it to Mr. Foster at that time? 
A.—Well, I told him that I was wait- 
ing, that I had been waiting to see 
him with reference to a block of land ° 
which Mr. Roblin owned and which 
he found it heavy to carry, and he 
would like if he could purchase it 
of him, and he said, ‘‘Well, I do not 
know what wecando, but I will take 
the matter into consideration,” and 
I said, ‘‘Well, I would like to get 
it through while I am here.”’ He 
said that that would be impossible 
because he had so much business ac- 
cumulated since his absence that he 
could not deal with it at the moment, 
and that I had better return and he 
would advise me of it when he reach- 
ed it, what could be done when he 
reached the matter. So I returned. 

Q.—Did you go away without say- 
ing anything about the commission. 
You have not intimated yet that you 
said anything about thatP A.— 
Well, I could not swear now that I 
told. him that, but I suppose I did. 

Q.—Have you any doubt about it? 
A.—I do not think there is any 
doubt about it. 
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Q.—Did you tell him the amount 
that would be allowed by way of com- 
mission? A.—At the $7? 

Q.—How much? A.—$5,000. 

Q.—Was any discusson made as to 
whether a lower price would be ac- 
ceptable? A.—I think Mr. Foster 
said ‘“‘That is a pretty good price for 
lands up there, is it not?’ Well, 
I said, ‘‘Perhaps it is, but I want 
you to take a generous view of the 
matter.’’ 

Q.—How do you mean generous? 
Because Mr. Roblin was finding it 
hard to carry them? A.—Well, he 
wanted to get all he could for them. 

Q.—How would generosity come in- 
to play there? A.—Well, I do not 
suppose there is much generosity in 
a business deal. 

Q.—Not in an ordinary business 
deal. Do you say you were impress- 
ing on him that Mr. Roblin was find- 
ing it hard to carry them? A.—Yes. 

Q.—Was that what you meant when 
you said you wanted him to take a 
generous view of it? A.—Yes. 

Q.—Did you say to him whether 
a lower price might be taken and a 
lower commission allowed? A.—wNo, 
we did not go any further than that. 

Q.—You were wanting $7 an acre, 
and you wanted it partly on account 
of who the vendor was? A.—Well, 
there is no doubt that had weight. 

Q.—Then you left Toronto with no 
further discussion than you have told 
us? A.—That is all. 

Q.—And the next you heard of it 
lwas Mr. Foster’s letter to you of De- 
cember 28rd, 1905? A.—Yes. 

- Q.—That was an offer of $5.25 with 
‘a commission of 25 cents per acre? 
A.—Yes. 

Q.—That offer was along the lines 
that you had been discussing, only the 
price and the commission were both 
different? A.—Yes. 


Q.—But it was made on the general 
principle that you had been discussing 
with him? A.—Yes. 

Q.—Did you write the letter of 28th 
December, 1903, to Mr. Foster on your 
own initiative, or was it written by 
some person else for you to send? A. 
—No, Mr. Roblin really dictated the 
letter, 

Q.—Mr. Roblin dictated the letter 
and you signed it and sent it on? A. 
—Yes, 

Q.—Had there up to that time been 
any discussion between you and Mr. 
Roblin as to any allowance to be 
made to you? A.—No, I did not 
mention anything about that. 
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Q.—No mention by either you or 
Mr. Roblin? A.—No. 

Q.—I suppose that you would not 
be looking for any large commission 
in connection with the purchase and 
sale? A.—Yes, I was. 

Q.—Why? A.—Well, I thought if 
I made the sale I had a right to the 
commission. 

Q.—Did you think that it was a 
particularly advantageous sale? A.— 
Well, we do not take that into con- 
sideration when the vendor accepts 
the sale, 

Q.—But you were hardly in the 
regular line of a real estate agent, 
were you? A.—I was working just as 
hard .as if I was. 

Q.—But you were a private secre- 
tary for Mr. Roblin, who was trying 
to sell the lands? A.—Well, I thought 
it was a case of Dr. Jekyl and Mr. 
Hyde—two parties, I parted from 
my private secretaryship when I was 


selling the lands, and I went back to 


it again after I sold them. 

Q.—You thought that while you 
were away on your vacation trying to 
put this through that you were not 
the private secretary to the Premier? 
A.—No, I thought that that did not 
hold good just then. 

Q.—At any rate you were looking 
towards a substantial commission, and 
what effect did this letter of Decem- 
ber 23rd have with regard to that? 
Did you think that your commission, 
if you got one, would be in addition 
to the 25 cents an acreP A.—Yes, I 
thought it would, certainly. 

Q.—You thought the 25 cents an 
acre was the purchaser’s commission, 
so to speak? A.—Yes. 


Q.—And that then there would be 
a commission to be paid by the ven- 
dor, having regard to the fact that 
he was getting $5 an acre for his 
land? A.—I thought so. 


Q.—Had you ever offered those 
lands at $5 an acre? A.—Yes, I think 
so, but to no one in particular. 

Q.—Let us know when you did that? 
A.—Well I do not think: I ever got 
up against a buyer in reality with 
that.. 

Q.—You may not have got up 
against a buyer, but you got in the 
vicinity of a buyer with that in your 
mind? A.—yYes. 

Q.—Was it before or after you saw 
Mr. Foster? A.—Before. 

Q.—How long before? A.—Well it 
was during the summer some time. 

Q.—Of 1903? A.—Yes. Of course 
I had heard from a gentleman who 
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puts on a good many deals for Mr. 
Roblin, real estate deals, that he was 
willing to take $5, and then I men- 
tioned it to some one, but then I never 
mentioned that Mr, Roblin was giv- 
ing me these lands for sale at all. I 
did not let on to him that I was tak- 


ing any action trying to sell them ~ 


before I met Mr. Foster. 

Q.—Is it fair to put it this way, 
that you heard Mr. Roblin had these 
lands for sale at $5 an acreP A.—In 
the summer, during the summer . 

Q.—And that without discussion 
with Mr. Roblin you were interesting 
yourself in trying to effect a sale, be- 
lieving some benefit would accrue te 
you if you had succeeded, if you had 
been of assistance? A.—I would have 
got half of the commission. 

Q.—Who would have got the other 
half? A.—Fred Hamilton. 

Q.—Who is he? A.—A real estate 
agent in Winnipeg, 

Q.—Then is there any doubt in your 
mind as to Fred Hamilton’s instruc- 
_ tions to sell those lands at $5 an acre? 
‘A.—Not during the summer. 

Q.—That is to say he had instruc- 
tions from Mr. Roblin to sell the lands 
at $5 an acre? A.—He told me he 
had. 

Q.—And you have not any reason 
to doubt but what that is the fact? 
A.—No. 

Q.—And he was acting on that as- 
sumption ? A.—Yes. 

Q.—Trying to sell? A.—Yes. 

Q.—And you had an arrangement 
with Hamilton whereby if you got a 
purchaser you would get half of his 
commission? <A.—Yes. 

Q.—And that commission would 
come out of the $5 an acreP <A.— 
Yes. 

Q.—When was the price raised? A. 
—Well when I was going down to To- 
ronto I said to Mr. Roblin ‘‘What is 
the price?’ And he said $7, 

Q.—Now up to that time it had 
been $5? A.—Up to that time I said 
that I thought it was $5. I told him 
that I thought the price was $5 and 
he said, ‘“‘No, sir, $7.’’ Well I said 
“That is a pretty big price for it. I 
do not think you ought to ask that 
much.’’ Well he said, ‘‘Those are 
good lands.”? So I went away with 
the $7 proposition. 

Q.—Sweetened with a commission? 
A.—No, he did not promise me any 
commission. 

Q.--But I mean the price of $7 an 
acre was sweetened with a commission 
of $5,000? A.—Yes. C 

Q.—But did you learn from Roblin 
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at that time that it was not correct 
that he had been offering them, or 
willing to sell them through Mr. 
Hamilton at $5 per acre? A.—Well, 
I did not bring up that phase of the 
matter ‘with him. 

Q.—But when you spoke of it you 
suggested that Mr. Roblin denied 
something about the price. Did you 
gather that he denied that he had 
been holding them at $5 and was will- 
ing to pay Hamilton a commission? A, 
—I did not mention Hamilton having. 
offered them for that. 

Q.—You did not mention the sum- 
mer sale price? A.—No, I did not. 
_Q.—But what you learned at that 
time was that when it was broached 
that you should go down to Toronto 
and try to sell them to Mr. Foster, 
the price was fixed at $7. with this 
commission? A.—Yes, 

Q.—And you thought that that 
was a considerable price to ask for 
the landP <A.—Yes, I did. I told 
Mr. Foster I thought it was a good 
price, too. 

Q.—But you thought he should be 
generous at the Union Trust Com- 
pany’s expense, in order to help out 
Mr. Roblin? A.—You could not say 
that, because it might not be the 
Union Trust Company that was buy- 
ing it. 

Q.—Well, whoever was buying it, 
that would be the fact—leaving out 
the name of the purchaser (AK 
To do the best he could. 


Q.—On Mr. Roblin’s account? A. 
—I suppose so. 


Q.—Then when you got this offer 
from Mr. Foster of December 23rd, 
I suppose you regarded that as pro- 
ducing just the same result as if Mr. 
Roblin had sold the lands through 
Hamilton at $5 and paid a commis- 
sion? A.—That is the way I looked 
at it. 

Q.—Providing you would get an 
additional commission besides this 25 
cents which was being taken off the 
purchase money? A.—Yes. 


Q.—Did you discuss that feature 
with Mr. Roblin at any later date? 
A.—He was not open for a discus- 
sion. 

Q.—He was not open for a discus- 
sion. What do you mean by that? 
Did you try to get a commission from 
him? A.—He was too busy. When 
I started to talk about it he had mov 
time to talk about it. 

Q.—Did you get a commission? 
A.—He Zave me $500. 


3048 ROYAL COMMISSION ON 


93rd day, November 5, 1906. 


@.—Out of the purchase money? 
A.—I do not know where he got the 
money trom. 

Q.—I mean to say it was not de- 
ducted in any way from this 25 cents 
an acre? A.—Oh, no. P 

Q.—It was out of the $5 an acre? 
A.—It was his ‘own personal cheque. 

Q.—And it just went in reduction 
to that extent of the $5 per acre? 
A.—Yes. 

Q.—That the transaction netted 
him? A.—Yes. 

Q—Did you then remind him that 
he had been willing to sell the land 
at $5 an acre through Mr. Hamilton 
and would have had to pay a com- 
mission, and that he ought to pay 
you a commission? A.—He would 
not discuss the matter. 

Q.—And for that reason do you say 
you did not tell him all that? A.— 
I told him, and he said, ‘‘You went 
down there as my private secre- 
tary.’’ That is as far as he would go. 

Q.—Were your expenses paid? A. 
—I paid my expenses. 

Q.—And they were not returned to 
you? A.—I do not remember any- 
thing ever being given me. 

Q.—You think your expenses came 
out——- _ A.—I may have got some- 
thing on account of expenses, $50 
perhaps. 

Q.—From whom? A.—Mr. Roblin. 

Q.—And that ended your transac- 
tion with him regarding commission, 
did it? A.—Yes, that was the end 
of it. 

Q.—And he was so busy that you 
hadn’t a chance to tell him and re- 
mind him that in the summer he 
was willing to sell them at $5 and 
pay @ commission? A.—That is 
right. 

MR. KENT: Q.—Was your salary 
piid during the time you were in 
Toronto? A.—Well, I was on my 
annual holidays. 

Q.—But your salary is paid during 
your holidays? A.—Yes. 

Q.—Then, as a matter of fact, you 
were acting as his private secretary 
during this time? A.—On leave of 
absence. 

Q.—You had not been discharged ? 
A.—No. 

MR TILLEY: That is all I have 
to ask Mr. Pritchard just now, but 
in view of the papers not being pro- 
duced I would like to consider that 
matter with Mr. Shepley before 
treating his examination as closed, 
and I would ask your Honours to let 
it stand until the morning. 
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JUDGE MacTAVISH: Yes. 


MR. KENT: Q.—Before we ad- 
journ, I would like to ask you if the 
$1,000 which you threw upon the 
waters came back to you after many 
days? A.—No, it has not returned 
yet. 


MR. TILLEY: At Mr. Hellmuth’s 
suggestion, I would ask the witness 
some questions. 

Q.—How did you come to leave the 
position that you had in the Prime 
Minister’s office? A.—I voluntarily 


resigned. 


Q.—Were you discharged? A.— 
No. 

Q.—Did you resign in any way as 
the result of the transactions that 


you have told about in your evi- 
dence? A.—No. 


Q.—What prompted you to resign? 
A.—Well, they appointed another 
Deputy Minister over me again for 
about the third or fourth time since 
I have been in the service, and, I 
said it was the last time, and I sent 
in my resignation. It was the Deputy 
Minister of Agriculture I refer to. I 
stood for that. 


Q.—That was in the Agricultural 
Department? A.—Yes. 


Q.—What were your duties there? 
A.—Accountant. 

Q.—Carrying on that work A. 
—As well as private secretary. 

Q.—During the time you were pri- 
vate secretary to the Prime Min- 
ister? A.—Yes. 


Q.—During all the time for the 
last many years? A.—Yes. 

Q.—And it was in that department 
that the Deputy Minister was ap- 
pointed, a position that you thought 
that you should have by reason of 
your length of service? A—Yes, I 
filled the position of Deputy Min- 
ister several times. 


Q.—You mean to say you had been » 
acting Deputy Minister? A.—yYes. 

Q—And then a permanent Deputy 
Minister was appointed and you 
thought you should have _ received 
that position? A.—Yes. 

Q.—And you resigned? A.—Yes. 

Q.—So that your resignation had 
nothing to do with the matters you 
have told us about to-day? A.—@Not 
that I am aware of. 

(The Commission adjourned at 4.30 
on Monday, November 5th, till Tues- 
day, November 6th, at 10.380 a.m.)° 
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MR. SHEPLEY: I am able to offer 
your Honours the testimony of a 
witness which will be very brief, and 
following upon that, and as soon as 
that is over, I shall ask your Hon- 
ours to consider soma matters for 
the future. There is the Underwrit- 
ers’ Association, and perhaps other 
associations which will desire to be 
heard, and as to which we think 
there should be a hearing, and per- 
haps we can discuss fixing a time 
for that. Then another matter which 
I am going to propose to your Hon- 
ours is this; that we are, of course, 
at Ottawa for our last sitting, and 
we are here with the hope that the 
Commission will be able to prepare 
its report before the Commission is 
at an end with its sittings here. 
There are a great many matters, per- 
haps, which are ripe for your Hon- 
ours’ consideration in the Report, 
and in the intervals, while we are 
not able, for any particular reason 
in any particular case, to call a wit- 
ness at the time, it seems to me, 
although the public sitting may be 
suspended, yet the sitting in Cham- 
bers for the purpose of promoting the 
consideration of the Report will pro- 
bably carry us on, so that we may 
be making constant and satisfactory 
progress. 

GERALD D. C. O’GRADY, sworn. 
Examined by MR. SHEPLEY: 

Q.—You are the Manager of the 
Crown Bank? A.—I am. 

Q.—The General Manager? A.— 
Yes. 


Q.—And you had to do in your 
office as banker with the transaction 
by which Mr. DuVernet became en- 
titled to certain stock in the Union 
Trust Company? A.—Yes, sir. 

Q.—Who introduced the matter to 
youP A.—Mr. Ormsby of Toronto. 

Q.—In what capacity did you 
know Mr. Ormsby prior to that? A. 
—Well, I knew him as a personal 
friend and as a business acquaint- 
ance. 


Q.—Then in what shape was the 
matter introduced to you by him? A. 
—He introduced the matter in this 
manner, that an option had _ been 
obtained, or an offer of an option, 
by Mr. DuVernet upon a block of 
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stock in the Union Trust Company, 
of which stock Mr. DuVernet and 
his friends were prepared to take a 
third, and Mr. Ormsby and his 
friend were prepared to take a third, 
and he asked me if we would under- 
write, the remaining third, so that 
the transaction might be taken up. 

Q.—You were party to all the sub- 
sequent negotiations? A.—Yes. 

Q.—And those negotiations result- 
ed finally in the agreement of the 
3rd May, 1906, which is already ex- 
hibited here as Exhibit 475, made 
between the Foresters, Mr. DuVer- 
net and Ithe Union Trust Company? 
A.—Yes. 

Q.—Then what did you know of 
Mr. Wilson in the transaction? A. 
—Nothing at all. ; 

Q.—You did not know of him as 
to his connection with it? A.—Not 
personally. I knew of Mr. Wilson— 
I knew this of Mr. Wilson; that he 
held the matter in his hands. It 
was at his disposal. He might sell 
to whom he pleased. 

Q.—And did you understand that 
he and Mr. DuVernet were in nego- 
tiation with regard to it? A.—Yes. 

Q.—Then were you made aware of 
any arrangement with Mr. Wilson in 
respect of his receiving commissions 
in the matter? A.—Yes. 

Q.—What were you given to under- 
stand with regard to that? A.—Mr. 
Wilson was to receive a commission 
of $25,000, $5,000 of which was to 
be in cash and $20,000 in stock, which 
was to be delivered to him at the 
termination of the period fixed in 
the agreement of five years. 


Q.—Are you aware of the passing 
of a cheque for $5,000 upon your 
bank by Mr. DuVernet in favour of 
Mr. Wilson? A.—Yes, the payment 
of the $5,000. . 

Q.—Will you be willing that we 
should exhibit this, or do you want 
it back again? A.—Well, I should 
prefer to hold it. 

JUDGE MacTAVISH: Just take a 
description. 

WITNESS: If you give me a re- 
ceipt for it I will give it to you. I 
merely have to give an account of 
that to Mr. DuVernet. 

MR. SHEPLEY: Q.—We will have 
a copy made and it will be handed 
back to you before you leave. (Ex- 
hibit 666.) A.—Very well. 

Q.—Were you made aware with re- 
gard to a cross transaction between 
Mr. Wilson and Mr. DuVernet in 
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respect of Mr. DuVernet’s proportion 
of this block of stockP A.—Yes, I 
was advised by Mr. DuVernet that 
Mr. Wilson desired to retain a share 
in the stock as divided, and he had 
applied to Mr. DuVernet for a por- 
tion of the third that he had under- 
taken to place, and Mr. DuVernet 
finally consented to give him® that 
third upon the deposit of a sum of 
money which was to be forfeited if 
he did not take it up. 

Q.—Did you’ understand the 
amount? A.—I was told that it was 
$2,500. 

Q.—Then how was it that you came 
to be informed of the arrangements 
you speak of as to the commission, 
and of the acquisition by him of an 
interest under Mr. DuVernet? A.— 
Well, it was understood in connec- 
tion with the underwriting of the 
stock that the different parties 
should not dispose of their holdings 
without consent of the others. 

Q.—And therefore it became neces- 
sary for Mr. DuVernet in the first 
place to seek your consent to the 
stipulation in regard to the commis- 
sion in stock. A.—That is the way 
I understood it. 

Q.—And also to seek your assent 
with regard to the giving of an 
option? A.—That is as I under- 
stand it. 

Q.—Then do you know what be- 
came of the $2,500 that was put up 
for the sub option by Mr. Wilson? 
Did it become forfeited? ‘A.—Yes. 

Q.—And what became of it? A.— 
Re-deposited in the account. 

Q.—What account do you speak 
of? The Syndicate account? A.— 
Yes. 
an SHEPLEY: I think that is 
all. 

MR. HELLMUTH: No questions. 


MR. SHEPLEY: Q.—yYou were 
good enough to say that if it is in 
existence you will let us have the 
draft of this agreement? A.—Yes. 

MR. SHEPLEY: I do not finally 
excuse Mr. O’Grady, but that is all 
I want to ask him at the present 
moment. Perhaps your Honours 
would let Mr. Tilley address you on 
the subject of the future proceedings. 

MR. TILLEY: The next witness 
that we propose to call is Mr. Griffin, 
of the C.P.R. Land Office, and there 
are many papers that he has to pro- 
duce, and I suggest that we should 
adjourn now till two o’clock and then 
go on with Mr. Griffin. 
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JUDGE MacTAVISH: Is he here? 

MR. TILLEY: He will be here at 
2 o’clock. 

JUDGE MacTAVISH: Very well. 

MR. TILLEY: If your Honours 
will adjourn now till two o’clock we 
can go over the matter in the mean- 
time and take it up at two. 

MR. H. W. WHITLA:: On behalf 
of Mr. Roblin, I desire to be per- 
mitted to say a word. 

JUDGE MaoTAVISH: Yes. 

MR. WHITLA: I received a mes- 
sage last night from Mr. Roblin, in 
which he stated that he would be 
very agreeable to attend here on the 
llth and give any evidence that the 
Commission might wish to hear from 
him, as far as his knowledge goes. 

JUDGE MacTAVISH: We will be 
sitting here on the llth, I expect, 
Mr. Whitla, and will be very glad 
to have Mr. Roblin before us. 


MR. HELLMUTH: The Ilth is a 
Sunday. 


JUDGE MacTAVISH: Well, we 
will not sit on that day. I see by 
the newspapers that Mr. Roblin will 
be here probably for some days in 
his capacity as Prime Minister of 
Manitoba, in reference to some mat- 
ter between that Province and On- 
tario and the Dominion, and when 
Mr. Roblin sees what has been dis- 
closed, if he desires to make. any 
statement in reference thereto we 
will be very glad to hear it indeed. 


MR. WHITLA: I wired him last 
night that the Commissioners, I 
understood, would be glad to hear 
him. I thank you. 

JUDGE MacTAVISH: Have you 
any announcement to make as to the 
Underwriters’ Association or the 
agents ? ; 

MR. TILLEY: We had intended 
having the Life Underwriters’ Asso- 
ciation here on Thursday, but I have 
been informed since your Honours 
commenced this morning’s sitting 
that Mr. Allen, who, I understood, 
was not well some days ago, is still 
on the sick list, and it is suggested 
that it would be quite impossible for 
him to be here on Thursday, but I 
propose telephoning to Montreal 
about that subject this morning. It 
would not be quite fair to the Under- 
writers’ Association to go on without 
Mr. Allen, who is their President, 
if we can arrange some day on which 
it would be convenient for him to be. 
here. 
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JUDGE MacTAVISH: If there 
was a reasonable prospect of his 
being able to attend, of course we 
would not like to close without his 
statement. 

MR. TILLEY: I propose to try 
and arrange that matter by tele- 
phone this afternoon for either to- 
morrow or Thursday, if possible. We 
will probably be able to say more 
about that at two o’clock. 

JUDGE MacTAVISH: What about 
the agents? 


MR. TILLEY: That is the agents’ 
association. 

JUDGE MacTAVISH: I was speak- 
ing with reference to any communica- 
tion with agents outside the associa- 
tion. 

MR. TILLEY: I proposed to ask 
Mr. Allen whether there were any 
other representative bodies not mem- 
bers of their association. I think 
the Commission will be glad to hear 
any persons who are not members of 
the association—not all persons who 
are not members of the association— 
but some representative persons who 
are outside of the Underwriters’ 
Association, and I had intended as- 
certaining from Mr. Allen who might 
be representative men to invite to 
be here. Cf course in this public 
way we would like to say to all agents 
that we would be very glad to hear 
any persons who desire to attend 
whenever a date is fixed, and we pro- 
pose to try and have that arranged 
by two o’clock this afternoon. 


JUDGE Ma4TAVISH: We will 
adjourn the public hearing now until 
two o’clock. The Commissioners will 
meet in the meantime and discuss 
‘matters that have already been given 
to us in evidence and as to the future 
proceedings. 


(The Commission then adjourned 
till two o’clock.) 


AFTERNOON SESSION. 


Resumed at 2 p.m., November 6th, 
1906. 


FREDERICK L. GRIFFIN, sworn. 
Examined by 

MR. SHEPLEFY: Q.—You live in 
Winnipey? A.—Yes. 

Q.—And you are the Land Com- 
missioner for the C.P.R.P A.—Yes. 

Q.—How long have you occupied 
that office? A.—Since September, 
1901. 
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Q.—Then, speaking generally, and 
not in detail, but in outlire, what 
are your duties as Land Commission- 
er? A.—Well, I have charge of the 
administration of the land depart- 
ment, the sale of lands, and in .fact 
everything connected with the ad- 
ministration of the land department. 

Q.—lIs it part of your duty to fix 
the prices of land which you are sell- 
ing? A.—Yes. 

Q.—What control are you subject 
to in connection with, for instance, 
the fixing of the price of land? A. 
—Well, always subject to the con- 
trol of the executive of the company 
of course. 

Q.—You mean the board of direc- 
tors? A.—Yes. 

Q.—What is the origin of your 
company’s title to the lands that you 
have control of P A—It was a subsidy 
in connection with the construction 
of the railway. 

Q.—Then there are various subsid- 
ies, so that there are various tracts 
of land held by substantially differ- 
ent titles? A.—Well, there was the 
main line subsidy which was 25,000,- 
000 acres, and there were various 
other subsid’es for the construction 
of branch lines, for instance, what we 
call the Souris branch line, something 
in the neighborhood of 3,500,000 
acres, 

Q.—And there are other branches 
as wellP A.—Yes. ; 

Q.—In respect of which there are 
subsides ? A.—Yes, the Manitoba 
and Southwestern. 

Q.—I do not want to trouble you 
to enumerate them all in detail, ‘but 
venerally speaking that is your title? 
You have a title to the original sub- 
sidy by virtue of the original Act in 
respect of your main line? A.—Yes. 

-Q—Then you will have titles by 
subsidiary subsidies so to speak in re- 
spect of certain branch lines? A.— 
Yes, sir. 

Q.—Speaking asain, generally, is 
there some rule with respect to your 
right of selection under the terms 
of vour suisidies? How do you sel- 
ectP A.—Well, in the main, J think 
in all the main line subsidy, ] think 
in all, practically all the subsidy lands 
the company were entitled to receive 
lands which were fairly fit for set- 
t'ement. 


Q.—And was there anything with 
respect to the alternation— A.—The 
odd sections, of course—the odd sec- 
tions in whotever reserves were set 
apart for selection. 
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Q.—Then what is the system of no- 
tation of land there? You have cer- 
tain ranges? A.—Yes. 

Q.—Which go east and west from 
a meridian? A.—Yes. 

Q.—Then you have townships in 
these ranges? A.—There is a prin- 
cipal meridian, and the townships 
commence from the _ international 
boundary and the ranges from the 
principal meridian, by ranges to the 
various other meridians which have 
been established. 

Q.—Then the ranges give you the 
location from east and west? <A.— 
Yes. 

Q.—And the townships give you the 
notation from north to south? A. 
—From south to north. 


Q.—If you will take one of your 
maps just at random, I would like 
you to illustrate that because it is 
useful for me to know about? A. 
—I do not know that I have a map 
gong to the international boundary. 

Q.—That would not make any dif- 
ference so long as you have a map on 
which you show in outline what you 
are speaking of? A.—Here is a map. 
This is a map of a portion of northern 
Alberta. 

Q.—And just to get at what we 
are at, the top of the map is north? 
A.—The top of the map is north, and 
the bottom of the map is south. This 
commences at township 35. 


Q.—That is there are 34 townships 
between the south side of this map 
ae the international boundary? A. 
—Yes. 

Q.—This runs up from 35 to 68? 
A.—Yes. 

Q.—Then your ranges are indicat- 
ed with notations at the top and bot- 
tom? A.—Yes. 

Q.—This is range 9? <A.—Yes. 

Q.—From 9 to 22? A.—Yes. 

Q.—And then on further? At 
Yes. 

Q.—But those are the ranges west 
of the principal meridian? A.—Those 
are ranges west of the fourth merid- 
ian in this particular case. 

Q.—That will not affect the gen- 
eral principle? A.—No. 

Q.—That your ranges give you the 
location from east to west? A).— 
Yes. 

Q.—And your townships give you 
your notation. from the boundary? 
A.—From south to north. 

Q.—I see on this map certain sec- 
tions, are marked red. In each of 
these squares embraced in the junc- 
tion of two numerals, the top numer- 
al and the side numeral—is each of 
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these a township? A.—Yes, each of 
these squares is a township, six 
miles. 

Q.—Then the smaller squares in red 
—what are they? A.—They are sec- 
tions, 640 acres. 

Q.—And they are numbered’ in 
such a way that there are odd num- 
bered sections and even numbered 
sections? A.—Yes. 

Q.—And your subsidies, generally 
speaking— ? A.—Are for the odd 
numbered sections. 

Q.—That means that you may go 
into the area which your subsidy 
covers and select odd numbered sec- 
tions, having regard to the provisions 
as to quality, out of the various town- 
ships that are within the subsidy 
area? A.—Yes. 

Q.—I just wanted that general ex- 
planation for a moment. Now we 
will go into the precise matter which 
we are concerned with. You remem- 
ber being approached by Mr. Pope 
and Mr. Fowler, or one of them, in 
respect of the purchase of certain of 
your subsidy lands? A.—Yes. 

Q.—How did that negotiation open? 
A.—It originated with .a letter from ~ 
Mr. Pope to me early in October of 
1902. 

Q.—And you furnished me here I 
think with a complete file of the cor- 
respondence from October, 1902, down 
to June, 1903, so far as it exists either 
in your office or in the office of the 
executive at Montreal upon the sub- 
ject of this particular matter? A.— 
I think you have everything, the 
whole correspondence that occurred 
in connection with the ‘transaction. 


Q.—And this is a full copy of it 
which you have been good enough to 
have prepared for me? A.—I pre- 
pared a complete copy. 

Q.—And this includes not only the 
correspondence with yourself, but the 
correspondence: which you have ex- 
amined also yourself in the office at 
Montreal? A.—It comprises every- 
thing. 

Q.—It comprises everything there 
is in the nature of correspondence? 
A.—Yes. 


MR. SHEPLEY: I am going to 
dispense with the production of the 
originals and I may state that I have 
seen the original correspondence, and 
this copy will serve all purposes and 
will be marked exhibit 667. 

Q.—The first letter I find is a let- 
ter of the 4th October, 1902, from 
Mr. Pope to you, dated at Montreal, 
and I am going to read that to you 
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so that we may lay a foundation 
for the question I want to ask you. 


‘“‘A number of gentlemen and myself — 


are about forming a colonization com- 
pany for the purpose of acquiring 
and settling a tract of land.’’ (Reads 
letter). That was the first intimation 
you had of ‘any desire to negotiate 
for the purchase of land on the part 
of these gentlemen? A.—So far as 
I recollect. of. 

Q.—He speaks here of having been 
in your office in Winnipeg but not 
having seen you. You had not had 
any interview with him upon the 
subject before this letter? A.—No, 
I had not. I was absent. 


Q.—Can you show us just at this 
stage a map covering the area indi- 
cated in this letter, the valley of the 
Saskatchewan near the Vermillion 
district? | A.—There are two maps 
which cover it. 


Q.—These two, the one we have al- 
ready looked at for the purpose of 
getting a general idea of ranges and 
townships, and another one which 
you now show me? <A.—Yes, those 
two cover the whole district in ques- 
tion. 

Q.—And the one which you have 
put at the right, and which shows 
the course apparently of a railway— 
A.—Well, of course this is a later 
map in which the railway which was 
then in contemplation is shown as 
completed. 

Q.—I understand that, but the one 
in which the railway is shown—I just 
want to identify it—the one in which 
the railway is shown running gener- 
ally up the valley of the Saskatche- 
wan is the easterly map of the two? 
A.—Yes. 

Q.—Covers the easterly areaP A.— 
Yes. 

Q.—And the one with Beaver Lake 
in it showing— A.—It extends from 
the third meridian to the fifth meri- 
dian, comprising the whole of the— 


Q.—Is that the third meridian 
west of the principal or west of the 
fourth meridian? A.—The third 
meridian west of the principal meri- 
dian. 

Q.—Then do the red squares in 
these two maps show generally the 
location of your odd numbered sec- 
tions in the various townships over 
which you had the right to select? 
A.—Yes, generally? This is a recent 
map in which many of the lands 
which were originaliy selected by the 
company or set apart by the company 
are not shown. 
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Q.—They have been eliminated? 
A.—yYes, because they are not for 


‘sale, or they are eliminated for some 


other reason. 


Q.—In other words not having 
been taken up, or having been taken 
and sold, or otherwise withdrawn 
from sale, they are not shown on the 
map? A.—Yes. 

Q.—And the map which would be 
in existence at the date of the open- 
ing of this correspondence would not 
show any railway located upon the 
map as these two maps do? A.— 
No, they do not. 


Q.—There is that important differ- 
ence. Show me which is the Vermil- 
lion district, and how does it get its 
name? A.—The Vermillion district 
is @ somewhat extensive district. 
The Vermillion river takes its rise 
about fifty miles east of the Calgary 
and Edmonton Railway and in about 
township 49. It flows northeasterly 
towards the North Saskatchewan 
river, trends easterly for something 
like— 

Q.—Approximately ? 
and then flows northerly 
North Saskatchewan River. 


Q.—And that is what is called the 
Vermillion River district? A.—The 
Vermillion River district. 

Q.—And that is a district which 
upon the maps that are before you 
now will overlap the two maps by 
taking it just as the maps are there, 
without regard to the number of 
miles, by about 18 inches covering 
the two maps? A.—Yes. 


Q.—That is what would be called 
the Vermilhion district? A.—yYes. 

Q.—Will you give me the termini 
of it in a rough fashion? That is 
from range to range east and west? 
A.—It rises in or about range 16 
west of the fourth meridian. It 
flows into the Saskatchewan in range 
three, west of the fourth meridian. 


Q.—Then that is west of the fourth 
meridian that you are speaking of 
now? A.—Yes, west of the fourth 
meridian. 

Q.—Then with regard to the sug- 
gestion in the letter that Mr. Pope 
had been informed that the price in 
the district was $3.50 per acre what 
would you say with regard to that as 
a matter of fact at this date, 4th 
October? A.—Well, up to that time 
we had been selling land throughout 
that district at $3.50 per acre. 


A.—100 miles, 
into the 
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Q.—That is in the Vermillion dis- 
trict ? A.—In the Vermillion dis- 
trict. 

Q.—And what was the nature of 
your sales, having regard to bulk? 
A.—Well, we had not made any large 
individual sales. The inquiries were 
mostly from settlers and purchasers 
of individual parcels of land, probab- 
ly not in the ordinary way exceeding 
one section of 640 acres. 

Q.—That would be the generality 
of th demand that was then being 
made for the land? A.—Yes, the gen- 
erality would be probably less than a 
section. 

Q.—Had you made any consider- 
able sales within a few months before 
the 4th October? A.—So far as I can 
recollect we had made no—you mean 
large individual sales . 

Q.—Yes, large individual sales? A. 
—We had made no large individual 
sales, but there had been a very active 
demand. 

Q.—By settlers? A.—By settlers 
and by individual purchasers, in the 
most westerly port’on of the Vermillion 
River district—that is that which is 
nearest Edmonton. 

Q.—That would be commencing at 
the first of the ranges that remained? 
A.—Commencing at the most westerly 
of the ranges and extending easterly. 


Q.—Then you seem to have answered 
that letter on the 15th October? A. 
—Yes. 

Q.—And your answer is as follows: 
(Reads letter). The first statement I 
ask you about is this ‘‘We have re- 
cently advanced the price of the com- 
pany’s lands in that district and the 
neighborhood of the North Saskatche- 
wan Valley territory to $5 per acre.’’ 
Tell me about that, please? A.—Well 
the demand had been increasing in 
that territory: The Canadian North- 
ern had projected a line into’that ter- 
ritory, their line between Winnipeg 
and Edmonton. 

Q.—You were aware generally of 
their scheme? A.—Oh generally we 
were aware of their scheme, and I 
thought it was time that we should 
increase the price of our land in that 
district, and we advanced the prices 
at that time. 

Q.—Had you made that decision to 
advance prior to the receipt of the 
letter of the 4th October? A.—Well 
T had been absent for several weeks 
on an inspection trip throughout the 
territory easterly from the Saskatche- 
wan Valley, not in that particular 
territory, and I had come to the con- 
clusion that our prices should be ad- 
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vanced, and when I returned—of 
course I cannot speak definitely to a 
few days—but when I returned I re- 
ceived Mr. Pope’s letter intimating 
that he desired to purchase a large 
tract of land in that territory, and 
as our sales had been quite active, our 
enquiry had been quite active, I 
thought it was time that our prices 
should be advanced, and I advanced 
them. 

Q.—You did advance them? A.— 
I advanced them on my return. 

Q.—And I take it from what you 
tell me that you did not advance by 
reason of the request that was being 
put forward by Mr. Pope, but by 
reason of your general idea as to the 
future of these lands ? A.—Generally 
that was the—— 

Q.—And the state of the demand? 
A.—And the state of the demand, and 
of course each additional demand not- 
urally. 

Q.—Naturally stiffened the price? 
A.—Yes. 

Q.—You say that the demand was 
active, and that there seemed to be 
a probability of activity in the mar- 
ket for these lands. Your record— 
you have them here—if they are re- 
ferred to will they confirm that? A. 
—Yes, I am sure they will. 

. Q.—Perhaps somebody else will 
want to look at them? A.—No, not 
at all. 

Q.—That your records will confirm 
what you say? A.—Yes, I know there 
was an active demand. 

Q.—You spoke about the projection 
of a railway there. I suppose at that 
time it was in a rather inchoate 
state, or how was that? A.—Well it 
was generally known that the Can- 
adian Northern Railway had sur- 
veyed a line through there, and it was 
generally know about where that line 
must be located. It was not the first 
survey of a railway line through that 
country. It was generally known 
that a railway line to connect a point 
somewhere in the neighborhood of 
Saskatoon and Edmonton must nat- 
urally follow a particular course gen- 
erally. 

Q.—That is within certain variable 
boundaries ? A.—.Yes, within some 
few miles. 

Q.—You were alive to that I sup- 
pose ? A.—Oh, we: knew generally 
where a railway must go. 

Q.—What would be the effect upon 
the value of the land which you con- 
tinued to hold of the construction of 
such a railway? A.—Well naturally 
the demand for land increases with 
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railway. 
Q.—That is where there is an inlet 


and an outlet by way of steam, the | 


lands tend to increase in value? A. 
—Yes, certainly. 

Q.—Then I should gather from the 
terms of this letter that you were not 
particularly anxious to sell at this 
time lands which were likely to be 
reached by the projection of the rail- 
way, and lands in respect of which 
even then there was a_ considerable 
activity ? A.—Well I understood from 
that letter that Mr. Pope desired me 
to set apart a very considerable tract 
of land from which he should be al- 
lowed to select 800,000 acres of land, 
ostensibly with the idea of colonizing 
it. Well this was in October, 1902. 
This was approaching the close of the 
land selling season in 1902, and I do 
not think that it was in the interest 
of the company to set apart a very 
large tract of land from which Mr. 
Pope and his associates should be per- 
mitted to select 200,000 acres of land. 
As far as the colonization feature of 
the proposal was concerned I did not 
take very much stock in it because 
I did not think it was practicable at 
that distance from the railway. 

Q.—The then existing railway? A. 
—The then existing railway. 

Q.—The colonization scheme would 
probably have to await the actual con- 
struction of a railway? A.—yYes, I 
certainly thought so. 

Q.—And you thought, therefore, 
that if they were buying with a view 
to a colonization scheme they were 
premature? A.—That was my idea. 

Q.—Just one other, question about 
this matter. You say you did not 
think it would be in the interest of 
the company to make any material 
reduction from their schedule price. 
Do you mean from the $5 per acre? 
A.—I mean from $5 per acre for se- 
lected lands. 


Q.—When you say that you will 
have to give us perhaps a little ex- 
planation of that so that we may be 
quite clear as to what you mean. 
You make a_ distinction between 
selected lands and something else? 
Just elaborate that distinction so 
that we will understand? A.—I 
make a distinction between | lands 
which are selected by individual sec- 
tions, or portions of sections, and 


lands which comprise the general run. 


of lands in a certain district. There 
is a very great difference in value 
between the inferior lands in a town- 
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ship and the best lands in a town- 
ship in almost any township. 

Q.—It follows from’ that that if 
you make an average price of your 
lands, you do not want anybody to 
come in at your average price and 
select the best lands? A.—No, that 
is it. 

Q.—That is it put in a nutshell? 
A.—The best of the lands, our experi- 
ence has been that the best of the 
lands increase much more rapidly, in 
value than the inferior lands in the 
township. The C.P.R. Company were 
compelled under their charter to take 
all of the lands which were fairly fit 
for settlement. They could not—— 

Q.—They could not pick the best? 
A.—They could not pick the best. 
They had certain areas reserved for 
them upon which they were required 
to take all of the land which was 
fairly fit for settlement, and could 
not get additional reserves until 
they had— 

Q.—Until they had exhausted— A. 
—Until they could show that the 
areas which were already set apart 
for them were not sufficient to fur- 
nish the required quantity of land. 

Q.—The required quantity of land, 
having regard to its being reasonably 
fit for settlement? A.—Yes. 

Q.—And not with regard to it be- 
ing choice or select land? A.—Yes, 
fairly fit for settlement. 


Q.—Let me come back again to 
your $5 per acre, the price which 
you had put upon these lands. Was 
that $5 per acre an average price 
to cover all the lands that were fit 
for settlement? A.—No, we advanced 
our price to $5 per acre because in- 
dividual purchasers naturally selected 
the best lands. A settler or even an 
investor going into a certain district 
would naturally pick upon the best 
land which he could secure in any 
particular township which he might 
examine, and that price was supposed 
to be the price of the best lands in 
the territory. 

Q.—That is you were fixing a price 
having regard to individual demands? 
A.—To individual demands. 

Q.—And having regard to the fact 
that peovle who were making indi- 
vidual demands would select the 
choicest of the land? A.—Certainly. 

Q.—Then you wanted $5 per acre 
upon that basis? A.—That was my 
idea. 

Q.—Do TI understand you to say— 
because I want to have it just as it 
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was—do I understand you to say that 
if you had been fixing a price hav- 
ing regard to the general run of the 
land that you had to sell, that it 
would not be as much as $5 per acre? 
A.—Well, certainly not. Of course 
the ordinary demand for land is in 
individual sections. 

Q.—I quite understand thatP A. 
—And if the demand continues 

Q.—The best sections are taken 
up? <A.—The best sections are taken 
up, but it is only in a small way. 
It-is only in a way in which we can 
keep track of from day to day, and 
the company, and any land company 
that is holding a large tract of land, 
expects to take advantage of the in- 
creased demand which comes from 
day to day. 

Q.—By way of enhancing the value 
of the remaining lands? A.—Of the 
remaining lands. That is something 
you can keep track of from day to 
day. You can sell eight or ten sec- 
tions to-day which does not perhaps 
cut very much figure, and the next 
day, if you see this demand continu- 
ing, you can increase the price, but 
when it comes to a demand for 200,- 
000 acres of picked sections, then 
you have got to stop and consider 
whether it is in the interest of the 
company to sell at a certain price or 
not, and it all depends on what par- 
ticular lands are applied for and 
what you have remaining afterwards. 

Q.—Let me see if there are two 
elements. I think you indicate two. 
Let us see if we have it as it is. 
Assuming all the lands to be of the 
same quality, there would be some 
reduction for taking a large quan- 
tity? A.—Certainly, there is a 
wholesale idea about it. 

Q.—Assuming the lands to be of 
variable quality, there would be a 
difference if the person who made the 
demand would take all the varying 
qualities, leaving lands, which, tak- 
ing them good and bad, were as good 


as those that were taken? A.—Cer- 
tainly. 

Q.—That would also make a differ- 
ence? <A.—yYes. 


Q.—That is, it would make a differ- 
ence in the way of making the price 
less onerous to the purchaser? A.— 
Certainly. 

Q.—Then when you state here “TI 
do not think, therefore, that it would 
be in the interest of the company 
at present to make any material 
reduction from their schedule price 
to encourage the sale of a large tract 
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such as you mention.’”’ What had 
you in view? <A.—I had in view 
this, that I did not think that the 
sale of a large tract in itself was of 
very special benefit to the company, 
if it meant that in the whole terri- 
tory that was generally spoken of, 
the best lands would be selected. 

Q.—And you did not think there 
would be immediate colonization 
there? You were interested, of 
course, in rapid colonization? A.— 
We were interested in colonization, 
and, of course, we were also inter- 
ested in the price which we should 
get for the land, but if out of a very 
large territory the best lands were 
selected to make up something like 
200,000 acres, it would mean that we 
would get a very much—we would 
probably get a very much smaller 
price for the rejected lands later on 
than if a selection were made which 
comprised lands of a general charac- 
ter. 

Q.—Of the general run of quality? 
A.—Extending from the lower to the 
higher quality. 

Q.—Then, as I understand from 
what you say, you, in the first place, 
answered as you did in this letter 
because you thought the proposal was 
to pay you so much and pick the 
land? A.—Yes, that was my general 
idea. I did not think there was any- 
thing in the proposal, at that season 
of the year, that it would be in 
the interest of the company to con- 
sider. 

Q.—That is, to consider a reduc- 
tion for a large quantity? A.—Yes. 

Q.—Supposing instead of the nego- 
tiations which™ jsubsequently took 
place—I want to get a clear idea of 
what you mean—supposing Mr. Pope 
had immediately answered this, say- 
ing, ‘‘I won’t ask any reduction from 
the schedule price, I will pay you 
$5 per acre,’’ you would have been 
in a position to deal with him. and 
would have dealt with him. no doubt 
forbidding him to pick? A.—Well, 
I am not sure. 

Q.—You are not sure whether you 
would or not? A.—I am not sure 
that even then it would have been 
in the interest of the company to 
accept $5 per acre for 200,000 acres 
apart from the whole territory which 
he spoke of generally. In fact, I 
would not have been inclined from 
what I can think now, and what I 
can think of as to how T would have 
dealt with an application of that 
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sort at that particular time, I would 
not have been inclined to consider it. 

Q.—And the general tone of your 
letter accordingly seems to be dis- 
couraging, rather throwing cold water 
upon the project? A.—I do not think 
there was anything in it in the way 
it was proposed. ; 

Q.—Then I take next in order of 
date a letter of the 26th October. 
This is from the exetutive file, and 
I daresay we shall not get perhaps 
much information about it beyond 
its bare contents in what you may 
say to us. It is dated from the 
Windsor Hotel, Montreal, from Mr. 
Pope to Mr. Fowler. (Reads letter.) 
You do not, of course, personally 
know anything with regard to that? 
A.—No. 

Q.—But there is a statement here 
I would like to ask you about. ‘‘You 
will appreciate that we applied for 
the land when the public price was 
$3.50.”’> Was there any other appli- 
cation beyond the letter of the 4th 
October to which I have directed your 
attention? A.—Well, there was the 
verbal enquiry. : 


Q.—When you were not there? 
A.—Yes, and they were probably in- 
formed that the general price at that 
time was $3.50 an acre. 

Q.—Would the $3.50 per acre in a 
quantity like this permit picking? 
A.—Well, it would not in a quantity 
like that. We were dealing with set- 
tlers and applicants for individual 
parcels of land. 

Q.—And I ask you, because nobody 
can know that but yourself, you 
would not on the 4th October have 
permitted picking out of the large 
area to the extent of 200,000 acres at 
the price you were then asking from 
individual settlers? A.—No, I think 
not. There had been no such enquiry 
up to that time. 

Q.—Then there seems to have been 
an arrangement for an interview be- 
tween Sir Thomas Shaughnessy and 
these three gentlemen made on the 
28th October by letter of that date. 
which I pass over, and what was the 
next you heard of it? Because the 
next thing in this correspondence is 
a letter from you of the 22nd Novem- 
ber. What happened between the time 
you answered Mr. Pope’s letter and 
the 22nd November when you wrote 
to Sir Thomas Shaughnessy? A.— 
Well, in the meantime, Messrs. Pope 
and Fowler, having had an interview 
with the president on the subject, 
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came to Winnipeg and remained 
there for some days, I am not able 
to recollect how many days, and they 
made enquiries evidently into the 
character of the different parts of 
the Saskatchewan Valley with respect 
to which they had made _ enquiries 
before, and they then named certain 
townships out of which they proposed 
to take 200,000 acres of land. 

Q.—Now, was that before or after 
you had been in Montreal? A.—That 
was before I had been in Montreal. 

Q.—That was before you had been 
in Montreal? A.—Yes. 

Q.—Before they came to Winnipeg 
to see you had they any arrangement 
with you as to price at all? A.— 
Certainly not. 

Q.—None whatever? A.—No. 

Q.—There had been no further cor- 
respondence than is shown in this 
file between you and them? <A.— 
Absolutely nothing so far as I recol- 
lect. - 

Q.—And had you had—let me ask 
you about that particularly—had you 
had any intimation from the execu- 
tive, from Sir Thomas Shaughnessy 
or from anybody else, with regard 
to the matter? A.—In what way? 

Q.—With regard to the price of the 
lands when they came to you? A.— 
Oh, certainly not. I had no intima- 
tion whatever. 

Q.—You had had no intimation 
whatever? A.—No. 

Q.—As I understand it they came 
to you after their interview with 
Sir Thomas Shaughnessy and without 
vou having relaxed your terms with 
respect to the land communicated in 
your letter of the 15th October, they 
came to you in that condition of af- 
fairs. What took place between you 
and them? You were telling me 
about their making enquiries with 
revard to the land. What took place 
between you and them. In the first 
place who was it came? A.—My re- 
collection is that both Mr. Pope and 
Mr. Fowler came. A 

Q.—Do you recollect what took 
place between you and them upon the 
subject of these lands? A.—Only in 
a general way. They then made en- 


Q.—Did they say anything to you 
with respect to what had passed be- 
tween themselves and Sir Thomas 
Shaughnessy? A.—I have no recol- 
lection of it. 

Q.—No recollection of their having 
said anything? A.—Nothing more 
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than that they had discussed the mat- 
ter with Sir Thomas and had come 
back to take it up with me. 
Q.—To take up what with you? 
A.—The purchase of the land. 
Q.—Were they coming to you with 
a view to re-negotiating about prices 
as you understood? A.—yYes. 
Q.—How was that? A.—They were 
coming to me with practically a re- 
negot.ating for lands they wished to 
purchase. : 
Q.—Now, then, having told me 
that will you tell me as nearly as 
you can recollect at this distance of 
time what took place between you and 
them with regard to the matter? A. 
—I have only a general recollection 
of the conference, but as far as I re- 
member they were there some little 
time. It might have been a week 
and it might have been two weeks, 
and I think we placed any informa- 
tion we had at their disposal. We 
naturally would, and they got as 
much outside information as they 
could, and they then named certain 
townships in three separate blocks. 
The most westerly was south of Birch 
Lake. The intermediate block, about 
40,000 acres, was some distance west 
of what is now Lloydminster, and the 
remainder is in what is known as 
the Elbow Country, north of the 
North Saskatchewan, between what 
is known as the Elbow and Jackfish 
Lake, or in that neighborhood. 


Q.—Were you aware then or were 
you made aware at this time what 
the actual course of the Canadian 
Northern Railway was to be? A.— 
Well, I knew generally where it must 
be. The physical conditions of the 
country tied it down to— — 

Q.—To a few miles either way? A. 
—Well, not very far. 

Q.—And you were familiar with 
the physical conditions of the country 
of course? A.—Yes, I have driven 
over it. 

Q.—You had made it your business 
to be familiar? A.—yYes, 

Q.—You were aware in a general 
way of the course which the Canadian 
Northern must take? A.—Yes. 

Q.—Although you did not know— 
A.—Did not know actually. 

Q.—Did not know actually what 
the precise location of the road would 
beP A.—No, I knew generally, or 
thought I knew generally where it 
must go owing to the Piva) fea- 
tures of the country, 

Q.—You did not aon feel at 
all that you were dealing with them 


192a 


® 
6 EDWARD VII., A. 1906 


Ind. Order of Foresters. 
(Mr. oF. ©: Griffin, Ex’d.) 


on uneven terms with respect to that 
knowledge? A.—wNo. 

Q.—Well, then, they selected cer- 
tain townships, and what about the 
prices? What was the negotiation 
with regard to prices between you? 
A.—Well, they named certain town- 
ships with an understanding that 
they would take the general run of 
the land in those townships, what we 
had remaining.’ 

Q.—The general run? A.—Yes. 


Q.—That is, they were not to con- 
fine themselves to the best? A.—No, 
they could not pick the best. Of 
course this was only a general con- 
versation. 

Q.—You did not at that conversa- 
tion—perhaps we may as well have 
it down here—you did not on that 
occasion come to any arrangement 
with them? A.—No, certainly not. 

Q.—But at all events the basis up- 
on which they were negotiating then 
was not that they should pick the 
best, but that they should select in- 
differently according to the general 
run of quality? A.—That was the 
idea. 

Q.—Will you tell us how you would 
secure their sélecting upon such a 
basis as that? How would you -pro- 
vide for that so as to secure your- 
selves? What would be the way of 
doing that? A.—My recollection is 
that I selected what was to be re- 
served. 

Q.—That is, you made the selection 
of what you would keep? A.—Yes. 

Q.—That is what they must not 
take? A.—What they must not take. 

Q.—And if you made your selec- 
tion according to the average run 
then they must pick according to the 
average run of what was left, or else 
they would not get their quantity? 
A.—They could not get their quan- 
tity. Of course that was not made 
until sometime afterwards. 

Q.—Are you able to show us to- 
day, approximately at all events, the 
location of the lands that they then 
had in mind? A.—Well, I have the 
maps which are attached ‘which I sent 
to the president at the time. 

Q.—That will be useful? A.—And 
I have a copy of the letter which I 
sent to the president at the time. 

Q.—That is in the file, but the map 
is not in the file? A.—Yer, it is im 
our file. 

Q.—But it is not on the copy you 
gave me? A.—No. 

MR. CREELMAN: We can get an- 
other copy of that made. 
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THE WITNESS: I have a map of 
the district, but it does not show it 
exactly, 

MR. SHEPLEY: Q.—I want now 
to get what was then talked of as 
the lands they wanted to have re- 
served? A.—Well, those are the lands 
shown in green on the map. 

Q.—Let us get a little description 
down upon the notes. They range 
from— A.—It is very easy to get 
an exact description if you wish me 
to name the townships. 

Q.—Yes? A.—Townships 39, 40 
and 41 in range 8. Those are all 
west of the third meridian. Town- 
ships 40 and 41 in range 9. Town- 
ship 40 in range 10. Townships 88, 
39 and 40 in range 11. Townships 
40, 41, 42, 43 and 44 in range 12 
north of the Saskatchewan river. 

Q.—That is, the whole of 28 is not 
north, but all that is north is in the 
blockP A.—Yes. All that part of 
township 41, range 13, lying north 
of the Saskatchewan River, and the 
whole of townships 42, 43 and 44 in 
range 13, 

Q.—Then in range 14? A.—In 
range 14 there is all of that part of 
township 41 lying north of the Sas- 
katchewan River and the whole of 
townships 42, 43 and 44. 

Q.—Then in range 15? A.—In 
range 15, all that part of township 
42 lying north of the Saskatchewan 
River, and the whole of townships 
42, 48, 44 and 45. In range 16 all 
that part of township 43 lying north 
of the Saskatchewan River and town- 
ships 44, 45 and 46. In range 17 
all that part of township 44 lying 
north of the Saskatchewan river and 
townships 45, 46 and 47. 

Q.—In 18? A.—In range 18 all 
that part of township 46 lying north 
of the Saskatchewan River and town 
ships 47 and 48. 

Q.—And in range 19? A.—Range 
19, all that part of township 46 lying 
north of the Saskatchewan River, and 
townships 47 and 48. Then in town- 
ships 50 and 51, range 3 west of the 
fourth meridian, and townships 60 
and 51, range 4 west of the fourth 
meridian. The west half of 
townships 47, 48 and 49, range 10 
west of the fourth meridian. All of 
townships 47, 48 and 49, range 11, 
west of the fourth meridian, and all 
of townships 47, 48 and 49, range 
12, west of the fourth meridian. That 
comprised the whole. j 

Q.—And how many acres approxi- 
mately would there be in that? A.— 
Approximately 300,000 acres. 
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Q.—And what they desired to have 
you do was to hold these Jands, hold 
all these townships in possession? 
A.—We!l, at that time I was under 
instructions to go to Montreal on 
other land matters, and it was pro- 
posed that the price should be dis- 
cussed at Montreal. 

Q.—That was not exactly what I 
was aiming at. Assuming that you 
acceded to their proposition to re- 
serve all these townships, what was 
their right of selection in respect of 
this large area? A.—It was propos- 
ed thay should take an average 
quality. 

Q.—That is that they should not 
pick out the best? A.—Yes, I do 
not think we had gone very closely 
at that time into areas, but that 
was the general idea. 

Q.—Were you yourself proposing to 
yourself—perhaps you did not say 
anything to them about it—to secure 
yourself in respect of that in the 
way you have stated by yourself re- 
serving— A.—Well, until we went 
to Montreal and discussed it in de- 
tail I have no recollection of going 
very closely into those matters. 

Q.—Apparently there does not seem 
to have been much done as far as 
you and they were concerned beyond 
their indicating the territory over 
which they desired to make their 
selections? A.—Yes, and I told them 
that in the meantime we would not 
sell the land in those townships in 
any large way. We would deal with 
actual settlers and would wait and 
discuss the sale at Montreal. 

Q.—You did not conclude anything 
at all? A.—No, there was nothing 
concluded. 

Q-——Practically so far as you have 
told me, what was really done was 
that they were able from the enquir- 
ies they made to indicate the terri- 
tory over which they wished to select? 
A.—Yes. 

Q.—You sent down on the 22nd 
November to Sir Thomas Shaugh- 
nessy maps of Northern Alberta and 
Saskatchewan, showing the lands 
which had been selected by Pope and 
Fowler, ‘‘which I have informed them 
we will withdraw in the meantime 
from sale except to actual settlers.” 
Had you undertaken to do that? A. 
—yYes, I verbally said that we would 
not accept any stipulated application 
for those lands. 

Q.—Until when? A.—Until we 
could take up the question of the 
purchase in Montreal. 
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Q.—How soon after that did you 
expect to be in Montreal? This was 
the 22nd November? Were you then 
under instructions to goP A.—Yes, 
I was then expecting te go to Mont- 
real very ‘shortly. 

Q.—Did you say it was in connec- 
tion with other matters you haa to 
go to Montreal? A.—Yes, in con- 
nection with other matters. 

Q.—‘I have had the examiner 
working through the most easterly 
block during the past season with 2 
view of revising our selections in 
that district, and it will be in the 
interest of the company to take all 
lands therein which are at all fairly 
fit for settlement.’’ What are you 
referring to there? You yourself had 
not selected under your subsidy right? 
A.—We had made certain selections 
in 1901, a little more than ten years 
before. 

Q.—1891 you mean? A.—1891 I 
mean, a little more than ten years be- 
fore we had named a selection of some- 
thing. like 6,000,000 acres all through 
that northern territory, and in view 
of development I thought we should 
revise our selections and take every- 
thing that was at all fit for settle- 
ment in that locality. The railway 
was to be constructed, and I had the 
examiner at work at the time with 
that in view, and I did not wish to 
go into the question of price until 
I could get his report. I had been 
through the country myself and I 
wanted to ascertain from him how 
matters had been developing since, 
before I should recommend the pur- 
chase. 

Q.—“I wish to defer my recom- 
mendation as to the price which the 
company should ask for the block un- 
til I can go carefully through our 
examiner’s report, whch he will not 
hand in until his return in about a 
week or ten days. The tracts con- 
tain something over 200,000 acres of 
the unsold railway land.’’ You said 
about 300,000 acres? A.—They ap- 
plied for 200,000 acres, and the tracts 
contained over 300,000 acres, some- 
thing more than they wanted. I did 
not go into it definitely. 

Q.—Do you say now after running 
over the townships as we have done, 
that it would be approximately 300,- 
000 acres or less? A,—Approximate- 
ly 800,000 -acres. 

Q. —Then I just read in passing the 
correspondence until Mr. Griffin 
comes into it again. November 25th, 
Mr. Pope writes (reads letter). Then 
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on the 25th November Sir Thomas 
writes to Mr. Pope (reads letter). 
Apparently you were in Montreal on 
the 25th November because I see a 
memo from Mr. Griffin signed by Mr. 
Shaughnessy? A.—I was expected at 
Montreal and he made that memo 
so that it should not be overlooked. 

MR. CREELMAN: Q.—That was 
a memo for his private secretary. 

MR. SHEPLEY: Q.—So that you 
might be reminded of it? A.—When 
I arrived. 

Q@.—Then on the 5d5th December 
telegram (reads). Who is Mr. White? 
A.—He is the second Vice-President, 
I think, and has control of the west- 
ern portion. 

Q.—On the same day, 5th Decem- 
ber, telegram, ‘“‘If satisfactory to you 
would prefer to come on Monday,”’’ 
and an answer on the same day, 
‘“‘Monday will answer.’”’ Then what 
took place in Montreal, because the 
next is the 17th December, and you 
must have had your interview in the 
meantime. ~ A.—Yes, we had an in- 
terview at Montreal on, I think it 
was the 8th December. 

Q.—Who were. present? A.—Mr. 
Pope and Mr. Fowler were present, 
and myself and Mr. White were 
there, and I think Mr. Dennis, who 
was our land commissioner at Cal- 
gary. He had charge of it. 

Q.—Where did the meeting take 
place? A.—It took place in the board 
room as far as I recollect. I would 
not be sure whether it was the board 
room or the president’s office. I think 
it was the board room. 

Q.—Had you an interview with the 
president or any one else represent- 
ing the company upon the _ subject 
of these negotiations before the meet- 
ing? A.—Not so far as I can recol- 
lect. 

Q.—Then let me put it a little more 
specifically. Had you any intimation 
or hint from Sir Thomas Shaugh- 
nessy as to his being willing to make 
concessions or anything of that kind? 
A.—Absolutely none. 

Q.—That is what I wanted to get 
vou to say one way or the other. 
Did you go to the meeting absolutely 
untrammelled by any instructions of 
any kind? A.—Absolutely untram- 
melled. ; 

Q.—And you say that you had no 
intimation of any kind that you 
would be expected to cut down the 
price of the land? A.—None what- 
ever. 
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Q.—Now then, having prefaced 
your statement of the meeting with 
that, will you tell me what took 
place at the meeting? A.—Well, it 
is a long time since then, and I 
would not absolutely say what took 
place at the meeting. 


Q.—Tell me your general recollec- 
tion of what was done? A.—Because 
I do not absolutely recollect what 
took place 1 knew the substance of 
what was done. 

Q.—Give us the substance? A.—I 
know that the question of price was 
discussed and the president asked me 
what, taking everything into consid- 
eration, would be a fair price to ask 
for these lands. 

Q.—You say there was some gen- 
eral discussion. Let us see whether 
there had been anything to alter the 
basis upon which you had been nego- 
tiating at Winnipeg. At that time 
you told me the proposition was, al- 
though you say it was not discussed 
in any detail, that they should select 
average quality to the extent of 200.- 
000 acres and not pick? A.—Yes. It 
was understood in these negotiations 
that there was something like twenty- 
five per cent. more than they required 
to make up the 200,000 acres and that 
we would retain an average of 25 per 
cent. of an average quality of land 
and allow them to have the remainder 
out of which they could select in a 
general way the 200.000 acres. It 
would give them a little more than 
200,000 acres. 


Q.—That is, you would take off the 
300.000 acres 25 per cent., or about 
75,000 acres? A.—Yes. 

Q.—Leaving them with something 
like 225,000 acres? A.—Between 
200,000 acres and 225,000 acres out of 
which they could select 200,000 acres. 

Q.—And in making that selection 
they would be permitted, I suppose, 
to select the best they could, or is 
that right? A.—I do not recollect 
exactly what was discussed at the 
time, but I think it was understood 
that they must select by townships. 
because I knew that was embodied in 
the written agreement. 

Q.—That was embodied in the writ- 
ten agreement which we will not come 
to for a little while. You think if 
they went into a particular township 
and made a selection there at all 
they were bound to take the whole 
township? A.—Yes. 

Q.—That is, all the odd numbered 
sections? A.—Yes. 
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Q.—Were you endeavouring to 
guard against their picking the best 
sections and leaving you the worst? 
A.—Certainly. 

Q.—That was the object of what 
you were doing? A.—Yes. 

Q.—And you were working towards 
that in the first place by reserving 
twenty-five per cent. or thereabouts? 
A.—Y¥es, an even twenty-five per 
cent. 

Q.—Which they would not have any 
right to go into at all? A.—Yes, it 
was supposed to be the same quality. 

Q.—And in making the selection of 
that twenty-five per cent. you would 
not, I suppose, be expected to pick 
the best? A.—Certainly not. I took 
as nearly as I knew what was a fair 
average. 

Q.—Then, with regard to what was 
left they would have a general right 
to take the best they could find with 
this qualification, that if they select- 
ed in any one township they were to 
take all there was there? A.—That 
is the arrangement, that is the way 
I understood it. 

Q.—Well, then, about the price, you 
were about to tell me when I inter- 
rupted you. What was arranged at 
this meeting in Montreal with regard 
to the price? A.—The president 
asked me under all the circumstances 
what would be a fair price for that 
quantity of land taken in that way. 

Q.—Were all these matters that you 
have spoken of as qualifying the 
right of selection discussed, so that 
they were present to the president’s 
mind when he asked you the ques- 
tion? A—I think he understood 
them. 

Q.—Were they present to your 
mind? A.—They were present to my 
mind and I think the president un- 
derstood them. He generally under- 
stood everything of that sort. 

Q.—What did you say? A.—I 
thought $3.50 an acre, taking the 
land in that way, was a fair price. 
I recommended that price to the 
president and he agreed. 

Q.—You thought $3.50 was a fair 
price. You recommended it and the 
president accepted your recommenda: 
trou; ‘A,—-Yes. 

Q.—Just tell us In your cwn way 
what considerations moved you to fix 
that price, having regard to the evi- 
dence you have given us with regard, 
to the actual demand, and with re- 
gard to your having raised the price 
generally to $5 an acre? A.—Well, 
there were a number of matters. It 
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eae be somewhat a long story to 
ell. 

Q.—I think you ought to tell us, if 
you will, what considerations operat- 
ed? A.—I think I can _ state quite 
clearly what moved me to believe it 
was a good price at that time. In the 
first place the most easterly block, 
which comprised something like 200,- 
000 acres—there were 3 blocks—the 
most easterly block comprised some- 
thing like 200,000 acres of our lands. 
In that block of land, although it was 
generally tributary to the proposed 
line of the Canadian Northern Rail- 
way, we had been selling very active- 
ly for some time, as our records show. 
In my opinion the very best of our 
Ifnds in that district had already 
been selected by settlers and_ in- 
dividual purchasers. I don’t mean to 
say that the remaining lands were 
not good. We were trying to take 
good lands and were getting good 
lands as far as we could, but the 
choicest lands in that district had al- 
ready been selected. 

Q.—Stop there for a moment. Can 
you tell me, speaking generally, or 
will that map indicate to you’ to 
what extent approximately there had 
been this choosing by individual pur- 
chasersP A.—Well, in here, in the 
elbow here, these lands were—~—. 

Q.—Let me see if I may put it in 
general fashion. You originally had 
the odd numbered sections? A.— 
We had the right to take all the odd 
numbered sections. Practically we 
took them all. 

Q.—In one or two townships there 
are only two red sections left. Had 
the others been sold? A.—Yes, the 
others had been sold off. 

Q.—Where it is solid green, that 
indicates pretty active sales? A.— 
Yes, the same up here, at Jackfish 
Lake. We had sold very extensively. 
Still I don’t mean tosay thatthe lands 
were not good lands, but we had sold 
what were supposed to be the cream. 

Q.—That is assuming that the set- 
tlers knew their business? A.—Yes. 

Q.—The settlers you would assume, 
had, as far as they had gone, picked 
the choicest. Now that is reason No. 
1. What other reason? A.—Then 
there was about 60,000 acres south of 
Birch Lake. So far as I knew then 
or had any idea, that was not on the 
line of any contemplated road at that 
time, and I thought that $3.50 an 
acre for those lands was a pretty fair 
price, taking them altogether, good, 
bad and indifferent. 

Q.—That is because of their not be- 
ing advantageously situated with re- 
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gard to any prospective railway that 
you knew of. A.—At that time, yes. 
And there were four townships 
through which the line of the Cana- 
dian Northern must pass. . As far 
as 1 knew they were good, fair lands, 
somewhat rolling in character, but 
taking the whole thing together and 
considering that the lands, they were 
taking evenly selected lands all 
through, I thought that $3.50 an acre 
was a fair price, particularly in com- 
parison with the prices which we were 
receiving for similar lands in_ the 
neighborhood of our main line, the 
company’s main line. 

Q.—Your own main lineP A.—Yes, 
which had been in operation for a 
great many years and where all the 
markets were established and _ eleva- 
tors built and all the facilities. 

Q.—Perhaps the lands not agricul- 
turally so valuable? A.—I don’t think 
there is much to choose between them. 
The purchase of land is something af- 
ter all that follows fashion. 

Q.—yYes, and it follows railways. 
A.—You can often sell land before 
the railway is built to much better 
advantage than after it is actually 
constructed and running. 

Q.—Now, is there any other reason? 
A.—No, I think not. I think those 
were sufficient reasons. 

Q.—Then you think, having regard 
to those reasons, you were justified 
in recommending the price you did? 
A.—Yes. I was satisfied at the time 
that I was justified, and I still think 
sO. 

Q.—You have not seen any reason 
to change that? A.—Not at all. I 
think, comparing that sale with other 
sales, that it was the highest price 
that we had ever received up to that, 
time for the same quantity of land. 
We had never sold that quantity of 
land before at as high a figure. 

Q.—Perhaps you had never made 
so large a sale before? A.—Oh, yes, 
we had made larger sales and we ha 
made sales of what turned out to be 
better land, at a lower figure. 

Q.—Perhaps the projected railway 
would hold up the value of this as 
compared with the sales you are com- 
paring it with. A.—The other sales 
I am comparing this with are largely 
of lands in Southern Assiniboia, south 
of Regina, tributary to our Portal 
line, where the lines were actually 
constructed and operating. 

Q.—Then perhaps’ the settlement 
of the country had justified larger 
prices? A.—There was no settlement 
to speak of in that country in those 
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days. The year before this sale was 
made I travelled from 30 to 40 miles 
east of Wetaskiwin to Battleford, 
right through the district where some 
of these lands were situated and never 
saw a settler. 

Q.—I thought you told me there 
was an active demand and I rather 
gathered from that—perhaps I was 
Sol oeAbae the land was gradually 
filling up with settlers. A.—It was, 
but at that time, at the time this sale 
was made, the homesteads were large- 
ly vacant and unoccupied. In _ the 
most easterly block the homesteaders 
were going in rapidly, but in the 
other lands, so far as I know and be- 
lieve, at this time I don’t suppose 
there were half a dozen homesteaders 
in the other blocks at that time. 


Q.—Are the homesteaders those who 
were taking up the even sections? 
A.—The free grant lands. 


Q.—Were they the even sections in 
your townships? A.—Yes, the Gov- 
ernment sections. 

Q.—Then did you come to an un- 
derstanding at this meeting on the 
8th December with these gentlemen, 
upon the lines you have stated? A.— 
We came to an understanding as to 
price. 

Q. And as to your reserving the 
25 per cent. A.—And reserving 25 
per cent. 

Q.—And as to their taking all in 
any township if they went into it at 
allPp A.—Yes, as far as I recollect. 

Q.—That is your recollection, that 
all these points were settled? A.— 
Yes. 

Q.—You had not any writing at 
that time, I believe? A.—No, there 
was nothing. It was purely verbal. 
_ Q.—Is that customary in your com- 
_pany when you make a large sale like 
this, not to put it in writing at the 
time? A.—Well, I think the under- 
standing was that I should go back 
to Winnipeg and go intothe thing 
and make a definite proposal in writ- 
ing. 

Q.—What do you mean by a definite 
proposal? A.—Just as to the particu- 
lar lands. 

Q.—Which you would reserve? A,— 
Which we would reserve and which 
we would offer them at a price which 
was agreed upon. What was definite- 
ly agreed upon at that time was the 
ceneral principle of reserve and the 
price of $3.50 an acre. 

Q.—Then the next matter in order 
of date is a letter from Mr, Pope to 
Sir Thomas Shaughnessy of the 17th 
December. That would be 9 days af- 
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AS your interview in Montreal? A.— 
es. 

Q.—Had you then returned to Win- 
nipegP A.—I think I must have. I 
think I returned immediately. . 

Q.—Then comes this letter from Sir 
Thomas (reads this letter.) Just ex- 
plain about the ten payments. A.— 
At that time we allowed settlers ten 
years instead of six years. 

Q.—That is, if a man bought land 
with the intention of settling on it, 
you would give him ten years to pay 
in? A.—Yes, ten years to pay in, in- 
stead of six years. 

Q.—And your arrangement with 
speculators, I will call them, not in 
any ill-sense at all, but people buy- 
ing to sell again, was what? A.— 
Six years. One-sixth cash. 


Q.—Was that a rule you had laid 
down in the administration of your 
business? A.—Yes, those were the 
regulations approved by the execu- 
tive of the company. 


Q.—And those were the regulations 
upon which you were working? A.— 
Upon which we dealt with our lands. 

Q.—What Mr. Pope is pointing out 
here is that if you were reserving 25 
per cent. in this large tract and mak- 
ing sales to the settlers on ten years’ 
payment, they will be at a disad- 
vantage if they will have to pay up in 
six years. .What did you say to 
that? A.—Well, I did not think that 
ue a question we should go into at 
all. 

Q.—There was no reason why they 
should not sell on ten year payments, 
if they liked? A.—No, I didn’t think 
sO. 
Q.—So long as they were able to 
finance the transaction? A.—Yes, it 
was purely a question of financing, 
and even on our ten year plan the 
first year’s payment does not differ 
very much from the payment on the 
six year instalment plan. It would 
not make very much difference to 
them, and if we sold to settlers every 
settler we got into their territory was 
going to help them. 

Q.—Bring their land more into de- 


mand? A.—Yes. 


Q.—Sir Thomas sent that letter I 
have referred to, on to you in his 
letter of the 19th December in which 
he says (reads this letter). Then you 
answered that on the 27th December. 
Perhaps before I read it you can tell 
me what you answered. A.—.Well, 
my recollection is that I did not see 
that there was any reason why we 
should give them any special terms. 
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Q.—Then your letter says: ‘‘Re- 
plying to your letter of the 19th” 
(reads this letter). You did not your- 
self see that it was desirable that 
you should alter your policy? A.— 
No. 

Q.—Hither in respect of your sales 
to settlers or speculators, again using 
the word in a proper sense? A.— 
That was my opinion. 

Q.—Then the next letter is from 
Sir Thomas Shaughnessy to Mr. Pope 
date 31st December. (Reads_ the 
letter.) Then the next letter is from 
you to Pope, of the 4th February, 
1903. Before going to that, will vou 
tell me whether between the 3lst De- 
cember and the 4th February there 
was anything else took place in’ the 
matter that we ought to hear about? 
A.—No, there was nothing as far as 
IT can recollect. I returned to Win- 
nipeg and I was very busy at the 
time: we were closing up matters, 
and I was away for a time. As quick- 
ly as I could I selected the 25 per 
cent. which we should retain, and 
made a definite proposal to Mr. Pope. 

Q.—And that was the proposal of 
the 4th February? A.—Yes. 


Q.—And that was also, you tell us, 
in pursuance of what you had arrang- 
ed when you met in Montreal, that 
is, that on your return you should 
make him a definite proposal embody- 
ing the terms you had agreed upon. 
A.—Yes. This was in the winter; it 
was now winter time. 

Q.—It was no time either for select- 
ing or selling lands. A.—No, they 
could not do anything at that season 
of the year in any case. The selling 
season was past and the colonizing 
season was past. 

Q.—When does the selling season 
close, speaking roughly? A.—For 
them it would be. Of course we sell 
all the year round, but it is to pur- 
chasers who have examined during 
the season and know of the lands and 
are only waiting until they sell their 
wheat or something of that sort, but 
a colonizing company or a land com- 
pany could not start in to do busi- 
ness at that season of the year. 

Q.—I appreciate that, Then when 
does the season open in the spring? 
A.—Very early, sometimes. It de- 
pends a good deal on the season. 
March and April. 

_ Q.—What determines it, the open- 
ing of the country to travel? A.— 
es. 


Q.—The uncovering of the lands? 
a4 ar possibility of examining the 
ands. 
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Q.—The uncovering of the lands 
and its getting available for traffic? 
i, ee Ce 

Q.—Then on the 4th February you 
wrote this letter (‘‘I enclose herewith 
a map.”) Did you happen to find 
that amongst your papers and bring 
it, Mr. Fowler? 

MR. FOWLER: No, I don’t fancy 
I ever got it. It may have gone to 
a Pope. At any rate I haven’t 
it. 

WITNESS: I think it would be 
the same. The map would show 
what was afterwards covered by the 
contract. 

Q.—Then you have here a map that 
was subsequently referred to in the 
contract, covered by the contract, and 
it would perhaps, be convenient, if 
you would produce it at this stage? 
A.—I have the map that was attached 
to the offer, but I have not a map 
which shows which lands were selected 
and which were reserved. That would 
be a proportion. 


Q.—Here you were enclosing a map 
after taking out the 25 per cent.? 
A.—Yes. . 

Q.—And this is the map which ex- 
cludes the 25 per cent., that would 
be enclosed in this letter? A.—Yes, 
well, we would alter our records to 
show exactly. That is we have a map 
in the Land Office, a diagram showing 
every township and we would mark 
‘‘reserved for Messrs. Pope and Fow- 
ler’? the particular selections which 
were shown on that map. We would 
not necessarily keep a copy of the 
map. 

Q.—Have you with you a map which 
will substantially correspond with the 
map you sent them on the 4th Feb- 
ruary? A.—No, nothing nearer than 
this. I have nothing to show which 
of those sections were accepted or re- 
served. 

Q.—Do you happen to know which 
sections were reserved? A.—No. not 
without comparing this map. 


Q.—Can that be found? I want 
to see whether we have here before 
us the material— A.—Have you a 
copy of the agreement? 


Q.—If we have a description of the 
lands in the schedule to the agree- 
ment, it will correspond substantially 
with this mapP A.—Yes. 

Q.—And by going over that de- 
scription with that map we can elimi- 
nate your 25 per cent. reserve? A.— 
Yes, that can be done very easily. 
I can dc that in a very short time. 
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Q.—As a matter of fact the lands 
did not amount to 225,000 acres? A. 
—No, theoretically there should have 
been about 217,000 acres. When the 
surveys were completed there was 
about 215,000. 

Q.—They dwindled below the 217,- 
000? A.—Yes. 

Q.—You were stating here general- 
ly, ‘‘this comprises about 225,0vuu 
acres?’? A.—l'hey could see exactly 
what we selected. 

Q.—You were demanding an immed- 
late payment of $20,000 on account 
cate first payment of $116,000P A. 
—Yes. 

Q.—Receiving that in answer, to 
your demand of the 4th February, 
you would let them have until the 
Ist May to select the lands and pay the 
balance of the $115,000? That is 
right, is it? A.—yYes. 

Q.—Then if they did not complete 
the first payment you would not for- 
feit the $20,000, but let them select 
lands from among their tract to the 
tune of $5 an acre? A.—yYes, the 
same generally as we would have 
dealt with anybody else. In the same 
way. 

Q.—And you would have applied 
the $20,000 as a first instalment upon 
that? A.—Yes. 

Q.—That is you would treat the 
$20,000 as the first instalment of one- 
sixth of the total purchase money of 
such and such an area at $5.00 an 
acre? A.—yYes, fhat was the inten- 
tion. 

Q.—That would be 24,000 acres, I 
think? A.—Yes. 


Q.—That was your letter to Mr. Pope. 
Then on the 18th February Mr. Pope 
replies (reads this letter). What do 
you say with regard to that? A.— 
I can only say I never heard any 
such arrangement mentioned and it 
would be quite contrary to any trans- 
action that was ever carried out in 
my department, and my understand- 
ing was that the price having been 
fixed that we should simply carry 
out the usual financial arrangements 
in closing. 

Q.—You did not understand that 
there was any exceptional privilege 
at all in the matter of the terms of 
payment? A.—None whatever. 

Q.—‘““Owing to the elections that 
are taking place.’’ I need not read 
that. Then Mr. Fowler writes you 
on the 23rd February (reads this let- 
ter). You have the same observation 
to make with regard to that, have 
you? A—Yes. 
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Q.—“‘I notice on the map that 
Township 39, which you promised 
should be absolutely reserved when {i 
was in Winnipeg.’’ Is there anything 
to say about that? A.—No, that was 
an oversight and it was made right. 

Q.—Then I will not waste time 
about it. Then you write on the 23rd 
February to Mr. Pope answering his 
letter of the 18th. (Reads this let- 
ter.) Why do you say ‘‘the arrange- 
ment I suggested was an exceptionally 
liberal one’’?? Or is that just a term 
otisthe strader,,. A._+Well, .L dont 
know—it was a liberal one, that they 
should pay $20,000, we might have 
asked them a very much larger sum. 

Q.—You were not under any prom- 
ise to hold the lands for them at all 
unless they acceded to your terms in 
the matter of a payment down? A,— 


No, I desired to be as reasonable as 


possible, and I didn’t see why we 
should. f 

Q.—I think, perhaps, you have an- 
swered what was in my mind; you 
say when you speak of their arrange- 
ment being exceptionally liberal you 
are referring to your asking ony 
such a small cash payment? A.—Yes, 
$20,000. 

Q.—Because I take it that vou 
might have been referring to the ar- 
rangement in chief that is the ar- 
rangement by which you were selling 
at $3.50? A.—No, the payment of 
$20,000. 

Q.—That is what you had in mind? 
A.—Yes. 

Q.—That is what you say was liber- 
al? A.—Yes, that is what I have in 
mind, the payment of $20,000, instead 
of asking, perhaps, a much larger 
payment. 

Q.—What do you mean when you 
say that they have assumed to deal 
with the tract? A.—Well, I mean 
that on the verbal understanding 
which had been arrived at in Mon- 
treal, instructions had been given to 
certain real estate agents in Winni- 
peg to place the lands on the market. 

Q.—By whom? A.—I suppose by 
Messrs. Pope. 

Q.—Not by you? A.—Not by me, 
no. 

Q.—You mean that the proposed 
purchasers, without having made you 
any payment and without anything 
but the verbal arrangement were as- 
suming to instruct real estate agents? 
A.—To resell the lands, which, of 
course, I thought was unusual. 

Q.—Then I see you wrote to Sir 
Thomas on the 23rd February also. 
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(Reads this letter.) What was that 
map and who were Oldfield and Gard- 
iner? A.—They were real estate 
agents in Winnipeg and one of their 
maps was brought to my attention, 
showing these lands as open for sale 
through them. 

Q.—Oldfield and Gardiner were the 
agents you had in mind a moment 
agor A.—Yes. 

Q.—Is that map among the papers? 
A.—No, it is not. I have not a copy 
of the map. I sent it, I think, to Sir 
Thomas. A.—That was the only map. 
I did not consider it of any particu- 
lar importance. 

Q.—It was not one of your maps? 
A.—No, it did not commit us. 

Q.—Then did you come to Montreal ? 
I think not from the letter of Sir 
Thomas to you on the 2nd March? 
A.—I don’t know. 

Q.—He wrote you on the 2nd 
March. (Reads this letter.) I see 
you had also in the meantime noti- 
fied Oldfield and Gardiner, the real 
estate agents? A.—Yes. 

Q.—Saying that no arrangement has 
been made with anyone which would 
warrant placing these lands on the 
market in this way. Then you answer 
Mr. Fowler’s letter and make the cor- 
rection he asked for? A.—Yes. 

Q.—Then on the 17th March you 
write again to Mr. Pope (reads this 
letter). What had you done that you 
describe here, as cancelling the re- 
serveP A.—Well, we were holding 
ourselves free to sell any of the lands 
in case we had a suitable applica- 
tion for them. 

- Q.—On the same date you wrote a 
similar letter to Mr. Fowler. I pass 
that over. Did you have any reply 
to those letters? Apparently none? 
A.—No, I have no recollection of any. 

Q.—At all events, if you had, it 
would be here? A.—Yes, I have no 
recol'ection of any reply. 

Q.—On the 6th April a telegram 
from Fowler to Sir Thomas (reads). 
Then on the 7th April a telegram to 
Pope (reads). Then an appointment 
is arranged with Mr. Pope. Then 
Sir Thomas telegraphs you on the 8th 
April and you write this letter to 
him (reads)? A.—I think that was a 
telegram. 


.Q—‘‘Practically the same proposi- 
tion is still available.’?’ You remem- 
ber that that took place? A.—yYes. 


Q.—‘‘We cannot consistently waive 
required deposit but we might give 
him until the 15th May?.’’ That was 
instead of the 5th May? A.—Yes. 
 Q.—Then Sir Thomas on the fol- 
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lowing day wrote to Pope. He states 
the contents of your telegram. Then 
on the 11th April you write Sir 
Thomas (reads this letter). ‘‘About 
a dozen sections will be excluded 
under the new arrangement.’? Was 
that because of your having sold 
them meantime? A.—KEither we had 
sold them or obtained information re- 
specting them so that I thought it 
would be in the interests of the com- 
pany to reserve them. 

Q.—Is this statement a true state- 
ment of fact that you had received a 
definite offer of $4? A.—I believed 
that we could sell them at that time 
for $4 an acre. I don’t recollect now 
from whom the offer was received, 
but I think it was through the same 
firm, Oldfield and Gardiner. I think 
they believed that they could, or 
stated that they were prepared to 
make a definite offer for those lands 
of $4 an acre at that time. 

Q.—That was in April? A.—Of 
course whether they would have—I 


_-had received no money or deposit. 


Q.—Apparently you were not as- 
suming at this time to deal with the 
matter yourself, but were referring 
it to Sir Thomas Shaughnessey? A. 
—Not in a large way. That is, I 
would not sell the whole lands. I was 
holding this open. 

Q.—You had already notified Mr. 
Pope and Mr. Fowler that their re- 
serve was cancelled and that you 
were free to deal with it without 
reference to them? A.—Yes, because 
up to that time we were even holding 
the individual sections, the lands 
that were set apart from them; while 
I would have no hesitation’ at all in 
selling individual sections to a set- 
tler if I considered it advantageous 
to the company to do so, I would 
have sold a section or a number of 
sections, but I refrained from offer- 
ing the whole block because I thought 
that there evidently had been a mis- 
understanding, and it was just as 
well that it should be straightened 
out. 

Q.—What I have in mind was that 
vou seemed to be referring to Sir 
Thomas Shaughnessy rather than 
dealing yourself with the question of 
policy involved. A.—Well. I would 
not sell that quantity of land under 
any circumstances without referring 
it. Even if there had been no ques- 
tion at all. 

Q.—If it had been a fresh deal? 
A.—Yes, and naturally I would not 
offer the whole thing for sale—— 


a 


SBSSIONAL PAPER No. 66 


94th day, November 6, 1906. 


Q.—Over the heads of these gentle- 
men? A.—Yes, without referring it 
to Montreal. 

Q.—That is your explanation with 
regard to that. Then on the 12th 
‘ April Sir Thomas telegraphs you 
(reads). Then on April 13th you wire 
something to Sir Thomas which is 
not here, but I don’t know that that 
is of any importance because it is 
repeated in Sir Thomas’ telegram to 
Pope of the 138th April. (Reads.) 
“Others are negotiating for consid- 
erable portions of the area.’”? A.— 
That is the $4 offer. 


Q.—Then Sir Thomas says to Pope, 
“Tf you have not written presume I 
had better tell him, that is, tell 
Griffin, that negotiations are off, as 
matters cannot be kept open any 
longer.”” Then Mr. Pope says that 
his associates are scattered for their 
holidays and that he has notified them 
by wire and will complete the deal 
and wants three or four days to meet 
in. Then Sir Thomas wires to you 
(reads). Then there is a telegram 
arranging the payment and _ “Sir 
Thomas telegraphs you asking you if 
you will be in Winnipeg to meet Mr. 
Fowler on a certain date; you say 
you will be, and then they came to 
Winnipeg? A.—Yes. 


Q.—Both of them? A.—No, I think 
Mr. Fowler only. I have no recol- 
lection of Mr Pope 


Q.—Do you remember the negotia- 
tions which took place between you 
and Mr. Fowler there? A.—That was 
on the 24th April or about that time. 

Q.—On the 22nd April you wired 
to Sir Thomas. (Reads this telegram.) 
A.—My recollection is that the $20,- 
000 was paid in at Winnipeg and 
then the formal contract was entered 
into. | 


Q.—We will pass over the little 
difficulty there was about some mis- 
take in the bank about the wiring 
of the money. Then Mr. Fowler 
seems to have had a power of attor- 
ney from Pope to deak with the 
matter, and you came to an agree- 
ment. This is a document that in 
its entirety we have never seen be- 
fore, although we, of course, have 
geen all. except the schedule. It is 
practically reproduced in the agree- 
ment which was made, passing it on 
to the Union Trust Company. in 
trust. Jt is dated the 24th April, 
1903, between the Canadan Pacific 
and Pope and Fowler. called the pur- 
chasers. (Exhibit 668.) They paid 
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you the $20,000? A.—Yes, the $20,- 
000 was paid. 


Q.—And this option was then exe- 
cutedP A.—Yes. 


Q.—It recites the payment of the 
$20,000, and it gives until the 15th 
May an exclusive option to purchase 
lands amounting to 200,000 to be 
selected prior to the Ist June, from 
the lands described in the schedule 
hereto annexed, which is declared to 
form part of this agreement, for the 
sum of $700,000, being at the rate 
of $3.50 per acre, to be paid at the 
Land Department, one-sixth cash and 
the balance with interest at 6 per 
cent. in annual instalments. You re- 


member its terms in a general way? 
A.—Yes. 


Q.—There is a provision for apply- 
ing any monies that would otherwise 
be forfeited upon a purchase at $5 
per acre. Now, with regard to the 
schedule of lands I see it is footed 
up in pencil at a total of 217,455.46 
acres. A.—Yes, 


Q.—And that is what was left out 
of the original 300,000 acres after 
your deduction of .what you conceived 
to be 25 per cent. A.—That is what 
was left after our reservation. 


Q.—Then this 217,000 odd scheduled 
to this agreement is the tract over 
which they had a right to range to 
take out 200,000? A.—That is the 
tract, yes. 


Q.—And did the same limitation 
apply at this date as applied hitherto, 
that is that if they went into any 
one township they must take all of 
it. A.—I think it is mentioned in 
the contract. 


Q.—I have not gone through it in 
detail. A.—Yes, it is mentioned in 
the contract. 

Q.—I don’t think it is, but I do 
not by any means say it is not. You 
might see if you can find .it. A.— 
‘‘The purchasers must take all the 
lands mentioned in the schedule in» 
any township in which they shall 
select any lands.’’ 


Q.—You knew where to look for it. 
That is at the end of the first clause 
on page 2. Then I see this is not 
only executed by you as land com- 
missioner, but underneath there is an 
acceptance by Pope and Fowler, Mr. 
Pope executing by Mr. Fowler, his 
attorney. So that they accepted the 
option. A.—That showed that it was 
in accordance with the various con- 
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versations and negotiations which led 
up to the purchase. 

Q.—-Now we can, of course, tell in 
a moment, and you said a while ago 
you could tell me quickly, on this 
map that we were looking at a while 
ago, where the green blocks are, this 
commences with 39 in the 8th. A.— 
This is the township. 

Q.—39, 40 and 41 in the 8th? A.— 
Yes. 

Q.—40 and 41 in the 9thP A.—Yes. 

Q.—40 in the 10th? A.—Yes. 

Q.—38, 39 and 40 in the llth? A. 
—Yes. 

Q.—41 in the 12th? <A.—There is 
a reserve in 40, possibl\ that is 
thrown out. Forty-one they evidently 
got nothing in that; 42, 43 and 44 
in the 12th. 

Q.—41, 42 and 48 in the 18th. A. 
—And 44 in the 138th. 

Q.—Yes. 41, 42, 48 and 44 in the 
14th? A.—Yes. 

Q.—42, 43, 44 and 45 in the 15th? 
A.—Yes. 

Q.—Then 44, 45 and 46 in the 16th ? 
A.—Yes. 

Q.—45, 46 and 47 in the 17th. Is 
that right? A.—yYes, that is right. 

Q.—In the 18th, 46, 47 and 48? A. 
—yYes. 

Q.—In the 19th, 46, 47 and 48? 
A.—Yes. 

Q.—In the 3rd concession, west of 
the 4th meridian. A.—That would 
be 50 and 51. 

Q.—In the 4th concession? A.— 
00 and 51, Range. In Range 10, west 
of the 4th meridian. 


Q.—In Range 10? A.—47, 48 and 
Q.—In the llth? A.—The same in 
the 10th, 11th and 12th. 


Q.—That is 47, 48 and 49 in each 
of them? <A.—Yes. 


Q.—That seems to cover the whole 
of this area which you told me was 
300,000 acres? A.—Yes, but it does 
not cover all the sections in each of 
those townships. We had reserved 
portions of the lands in each town- 
ship. It covers the whole area but 
we reserved a certain proportion in 
each township. 

Q:—That is you had reserved the 
difference between the original area 
and the area of 217,000 which there 
is in this schedule? A.—Yes 

Q.—I will substitute a copy which 
I have. When was it that you nego- 
tiated with them with respect to the 
other 17,000 acres? A.—I think it 
was immiediately. 
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Q.—Was it before this agreement 
was signed or after? A.—I couldn . 
say. 

Q.—Was there a separate negotia- 
tion and a separate agreement with 
regard to it? A.—Well, 10 was an 
application on the part of Messrs. 
Pope and Fowler or Mr. Fowler, to 
purchase the remainder of the lands 
at the same figure. 

Q.—And that was made while Mr. 
Fowler was in Winnipeg? A.—While 
Mr. Fowler was in Winnipeg as I 
recollect. 

Q.—How did that come about and 
what was said in regard to it? A.— 
He asked me, as they had agreed to 
purchase or had an option to pur- 
chase the 200,000 acres, would I be 
willing to sell them the remainder of 
the 217,000 at the same figure and I 
told them that I would since they 
had the right to select 200,000 acres 
out of the 217,000 acres 1 saw no 
reason why we should not sell them 
the remainder. 

Q.—If it was good to sell 200,000 on 
the average run it was better to sell 
217,000 on the average run? A.—It was 
better—well, they had a certain right 
of selection, they could have thrown 
out the inferior townships and what 
it meant was that if they had the 
right to select the best townships at 
$3.50 an acre, there was no reason 
why they should not take the remain- 
der of the inferior townships at the 
sarge figure. I agreed to that. I 
wrote him a letter. 

Q.—You looked upon that as advan- 
tageous from the standpoint of the 
company? A,.—Certainly. 

Q.—That is the letter of the 25th 
April, this agreement being dated the 
24th? A.—Yes. 


Q.—On the 25th April you wrote 
Mr. Fowler and apparently you sent 
that to him in Ottawa? A.—Ap- 
parently. I suppose it must have 
been arranged on the point of his de- 
parture for Ottawa. 

Q.—That quite accords with the 
terms of the letter. (Reads this let- 
ter). That was putting the terms 
both as to the date of payment and 
otherwise upon the same footing as 
the 200,000 acres? A.—Yes. 

Q.—Then on the 30th April Mr. 
Fowler answered that, accepting. 
(Reads this letter). Before we go 
any further, will you explain to the 
Board. how in your records you dis- 
tinguished, if you did distinguish at 
all, between the 200,000 to be select- 
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ed out of the 217,000 and the seven- 
teen which is covered by these two 
letters? A.—We made no distinction 
whatever. 


Q.—Was there ever any separate 
formal agreement with regard to the 
17,000? A.—There never was a selec- 
tion made so far as we were advised. 

Q—That is they dd not go and 
select under the terms of the agree- 
ment of the 24th, a definite 200.000 
and advise you of it? A.—No, they 
did not. They had agreed to take or 
intended to take all of the lands men- 
tioned in the schedule. Thev execut- 
ed a surrender of the option agree- 
ment and it was understood that we 
would sell them the whole number. 

Q.—Have you that paper, the sur- 
render? A.—I think it is attached 
to the other copy. 


Q.—Mr. Griffin has been good 
enough to give me this duplicate for 
the purpose of the Commission. Of 
course it will be returned to him after- 
wards, but he is willing to part with 
it for the purposes of the Commis- 
sion (Ex‘hibit 668). Then the release 
you were speaking of is annexed and 
forms part of Exhibit 668 and is dat- 
ed the 23rd July, 1903. It is signed 
by Mr. Pope, by Mr. Fowler, his 
attorney, and by Mr. Fowler. And 
in terms it releases, surrenders, as- 
signs and sets over to the Canadian 
Pacific the annexed agreement of the 
24th April, together with the sched- 
ules therein referred to and all our 
right, title, estate, interest and so 
on, in and to the lands so described. 
That is what you mean by the sur- 
render? A.—Yes. 


Q.—What was the object of that 
surrender ? A.—I cannot recollect 
now whether it was discussed with 
our solicitors or not, but I suppose 
they would think that if. the trans- 
action had taken a new form, inas- 
much as there was to be no selec- 
tion, they were taking the whole 217,- 
000, that it would be just as well to 
surrender the option and we would 
deal with the lands under their direc- 
tion and avoid any question of selec- 
tion at all. I was not advised of any 
selection and never considered the 
question, and after they agreed to 
take the whole I did not think it was 
necessary. ; 

Q.—Then on the 13th May, follow- 
ing it out as it occurred, Mr. Pope 
and Mr. Fowler sent you a letter say- 
ing we have sent the $40,000 due on 
‘the 15th, that would be on the 200.- 
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000? A.—No, that was the balance 
of the first payment. 

Q.—Not the balance of the first pay- 
ment, but the second instalment of the 
first payment under the option? A. 
—Yes, the second payment under the 
option. 

Q.—And this is at a date before the 
surrender took place? A.—Yes. 


Q.—‘‘We beg leave formally to 
notify you that we propose to take 
up our option with you under the 
terms thereof.’ Then you acknow- 
ledge receipt of that on the 19th May. 
‘There was some extension of, time for . 
the payments and we need not take 
up time with these details? A,—It 
was a question of interest. 

Q.—Then on the 26th June Mr. 
Fowler writes you asking for a couple 
of maps of the district where the land 
lay. The correspondence will be filed 
as Exhibit 667 and the agreement as 
668. I will return this copy of the 
agreement:to you, Mr. Grifin. Now, 
after the surrender, or perhaps we 
should say, contemporaneously with 
the surrender, you made certain al- 
lotments or allocations on the order 
of Pope and Fowler of certain of 
these lands and I think that we will 
get that upon the notes. If you will 
turn to the agreements you have there 
what do you call them? <A.—Here 
is an agreement number 24,787. 


Q.—There were two of the 29th 
July, let us take those ficst? A — 
Those were 24,787, Canadian Facific 
lands, and 481, Souris branch. 

Q.—Those are called contracts? A. 
—Yes, land contracts. 

Q.—These are partly main line and 
partly branch? -A.—Yes. 

Q.—The contract with regard to 
lands on the main line is based on 
a request, a direction of the same 
date by Pope and Fowler to the Can- 
adian Pacific. I leave out the de- 
tails. We request and direct the Can- 
adian Pacific to sell to the Union 
Trust Company of Toronto or its nom- 
inee or nominees the lands describ- 
ed in the schedule hereto annexed, 
for the sum of $700,000, payable one- 
tenth in cash and the balance in five 
equal annual consecutive instalments, 
and so on, subject to the terms con- 
tained in the Company’s agreements 
for sale. What does that cover, you 
can tell me probably? A.—193,000 
acres. There are two contracts. At 
that time; it was reduced afterwards. 


Q.—It is 193.836 acres. That is a 
request and direction which covers 
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certain lands described in the sched- 
ule? A.—Certain of the lands. 

Q.—And these are part of the 217,- 
000? A.—Yes, part of the 217,000. 

Q.—Because of what you have told 
me with regard to your method of 
carrying it out, you do not distin- 
guish them as being part of the or- 
iginal selection of 200,000, because 
you have no means of knowing that? 
A.—No, I made no distinction. 

Q.—This is a direction to convey 
certain scheduled lands amounting 
to 193,836 acres to the Union Trust 
Company. Then you have a contract 
besides? A.~These are the _ con- 
_ tracts. -Those two refer to it. 

Q.—That is followed by a contract 
and you will let us have copies of 
these to put in, especially copies of 
the schedules, that is what I want 
particularly. The contract of the 
299th July between the Canadian Pa- 
cific and the Great West Land Com- 
pany, covering an acreage of 149,- 
598.242 A.—And the other one makes 
up the balance. 

Q.—These are the main line lands? 
A.—Yes. 

Q.—And the other one is the same 
date between the Canadian Pacific 
and the Great West Land Company 
and covers lands scheduled at 44,- 
339.25 acres. Those are the Souris 
branch lands? A.—Yes. 


Q.—And these two conveyances to- 
gether make up all of the whole 217,- 
000 acres that you conveyed or you 
are under contract with to the Great 
West Land Company? A.—Yes, ex- 
cepting that we have another contract 
with them. 

Q.—Yes, that is right. Then this 
direction of these two contracts will 
have one number, they will be Ex- 
hibit 669. If you prefer having the 
copies made yourself, do so, but we 
can make them here and return them 
to Mr. Creelman or you? A.—I sup- 
pose they had better be made here. 


MR. CREELMAN: I am quite wil- 
ling to leave them with you and let 
you make the copies. I suppose you 
will not keep them more than a day 
or two. 

MR. SHEPLEY: Oh no; I will set 
them in hand immediately. Then we 
have on the 23rd July, 1903, a direc- 
tion to convey to the New Ontario 
Farm and Town Site Syndicate, Lim- 
ited, certain lands scheduled at 8,- 
640 acres, and that is preceded by 
a contract. The direction is later 
than the contract but that is a mere 
matter of detail and won’t do anybody 
any harm. The 18th July is the date 
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of the contract between the Canadian 
Pacific and the Great West Land 
Company for the same 8,640 acres? 
A.—Yes. 

_ Q.—You perhaps do not know, but 
16 is part of the material here that 
the Town Site Syndicate was merged 
in the Great West Land Company? 
A.—Our solicitors must have advised 
us or we would not have issued the 
ecntract. 

Q.—That is 8,640 acres. Those wi 
be Exhibit 670 and we will have rid 
copied also. Then what else is there 
Mr. Griffin? A.—I don’t know that 
I have anything else, 

Q.—You have the Bellhouse con- 
tract? A.—These are simply entries 
in our ledger. There are also certain 
documents relating to the transfer of 
these properties. 

Q.—This appears to be an agree- 
ment between Mr. Pope and Mr. Fow- 
ler of the one part and a gentleman 
named Bellhouse of the other part, 
dated the Ist May, 1903, covering cer- 
tain sections that are mentioned, said 
to contain altogether 8,000 acres, 
more or less, and that is followed by 
a conveyance to the same gentleman 
and then certain other intermediate 
conveyances, all of which operate as 
directions to you as to what the ulti- 
mate conveyance is to beP A.—Yes. 


Q.—Those all relate to the same 8,- 
000 acres or thereabouts? A.—Yes. 


Q.—I won’t keep those. That 8,- 
000 acres turned out to be 7,588.30? 
A.—Yes, on completion of the sur- 
vey. 

Q.—Then let me put them together; 
you have the 193.000 acres; you have. 
the 8,640 which panned out at 8,648; 
you have the 7,588, that is the 8,000 
and that leaves on your final measure- 
ment 6,533.39 out of a readjusted 
total of 214,487.88. Those figures you 
have verified, I thinkP §A.—Those 
roe verified according to the sched- 
ule. 


Q.—Now that total of 214,000 odd 
corresponds with the original 217,000? 
A.—Yes, it was reduced to that on 
the correction of the surveys, or com- 
pletion of the surveys. 


Q.—Now you have told us about 
all this allotment of 214.000 except 
the 6,533.39. Tell me what position 
that stands inP A.—There was an 
understanding that we should sell the 
whole 217,000 acres, or whatever it 
might turn out to be, at $3.50 an 
acre. There were the contracts with 
the Great West Land Company; there- 
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were the contracts with Messrs. Pope 
and Fowler took -out in their own 
name and there were the remaining 
6,500 odd acres for which no contract 
had yet been issued. \ 


Q.—That is what stands at present 
in form upon a surrendered option? 
A.—It stands upon a surrendered op- 
tion. When Messrs. Pope and Fow- 
ler paid in the $60,000 under the ori- 
ginal option agreement, and after- 
wards when these various contracts 
were entered into, as sufficient moneys 
were apportioned from time to time 
from what was standing at their credit 
to make up any deficiency in the pay- 
ments received from other sources, 
from the Union Trust Company or 
otherwise as the case might be, I 
don’t remember exactly where those 
moneys came from but after all those 
contracts were issued we had still a 
balance of— 

Q.—$3,536.45 P 
their credit. 

Q.—To the credit of Pope and Fow- 
ler? A.—Yes. 

Q.—What did you do with that as a 
matter of book-keeping? A.—As a 
matter of book-keeping that remains 
in suspense to their credit. 


Q.—Have you put that against the 
6,533 acres? A.—Not in any definite 
way. a 

Q.—But that is in suspense, it is 
money that you do not need in respect 
of the contracts you have issued? A. 
—No, and for which they are entitled 
to credit. 

, Q.—And there are no contracts out- 

standing for the 6,533 acres? A.— 
There are no contracts. The amount 
that was standing in suspense was a 
few hundred dollars short of what was 
required as the first payment on the 
6,533 acres in question and contracts 
have never been issued for that. 


Q.—Then is this a list of the lands 
which are not under contract? A.— 
Yes, that is a list of the remaining 
lands. 

Q.—That I put in, a list of the 6,- 
533 acres, a schedule of them showing 
what they are. (Exhibit 671). Then, 
if we take that schedule and the four 
other schedules and the four contracts 
that are issued and readjust according 
to the figures you have given us, we 
will get the whole original area re- 
presented by the 217,000 acres? A. 
—Yes, excepting I think in one or 
two cases. If I recollect it was found 
that there were certain claims against 
one or two parcels of which we had 
had no notice. Claims of the Domin- 
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ion Government. Although we had 
accepted the lands they had disposed 
of them in some way and we had to 
make an exchange, which was made. 


Q.—That would be only in odd 
cases, it would not affect the sub- 
stance of the thing? A.—No, it 
would not affect the substance. It 


would not be more than a section, I 
think. 


Q.—Then let me have upon the 
notes, if you please, these readjust- 
ments. The contract which called for 
8,640 acres panned out at 8,643. The 
contract for the Souris branch lands 
panned out at 44,245.99 acres. The 
contract for the main lands panned 
out at 147,427.20 acres. The Bell- 
house contract, I will call it that just 
for the sake of convenience for 8,- 
000 acres panned out at 7,588.30 acres. 
Lands still under contract 6,533.39, or 
a total of 214,487.88 acres. Now, 
there is another matter that I want 
to ask you about. You have brought 
here your record of land sales? A.— 
Yes. 

Q.—I want you to show the Com- 
missioners—about the period from 
October to April when this matter 
was under negotiation between your- 
self and Pope and Fowler—what you 
were selling the lands at. I don’t 
care sO much about individual sales, 
but I do care about sales in blocks? 
A.—I think that probaby the Souris 
branch lands, there were more sales 
in blocks in the same territory there 
than on the main line. 


Q.—I want the Board to see that 
what you are telling us is well found- 
ed and that this was a good sale? 
A.—Well, this is commencing October, 
1902, we start with November, Town- 
ship 36, Range 11, west of the 3rd 
Meridian, which is in the same terri- 
tory largely, we sell a Township at 
$4 an acre. That is not all of the 
township, it is certain sections in the 
township but a number of them. Then 
on the 26th November we sell Robert 
W. Gibson in Tp. 47, R. 18, W. of 
the 3rd meridian, that is in the neigh- 
borhood of Jackfish Lake we sell 
seven sections at $4 an acre. In De- 
cember we sell William C. Lahaine a 
considerable number of sections in Tp. 
36, R. 1, or 35 and 36 at $4 an acre. 
Those are picked sections. In Janu- 
ary, 1903, we sell Haley & Sutton 6 
picked sections in Tp. 42, R. 21, W. 
3 M. at $4 an acre. Then these are 
individual sales. February 19, we 
sell B. C. Parker 9 sections in Tp. 
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41, R. 21, at $4 an acre. And in 
Tp. 35, R. 11, W. 3 M., which is per- 
haps a little nearer the tract we were 
dealing with, we sell 10 sections at 
$4 an acre. 

Q.—So long as you do not find any 
figures but $4 you need not give us 
any more instances. See what other 
figures you have in blocks? A.—Here 
is a sale of a larger portion of several 
Townships. All Souris branch lands, 
to James Johnston in April, 1903, 
about 50 sections at $4 an acre. Some 
of these are picked, but largely they 
are in Township lots. In May. 1903, 
in 38/21 we sell a whole township at 
$4 an acre. In June the Pope and 
Fowler sale at $3.50. 

Q.—It was in the Souris branch 
that you had the most large sales? 
A.—At that time, although the bulk 
of the Pope and Fowler sale was in 
the other. ‘ I don’t think we sold 
much at $3.50 after October, because 
we had increased our price for in- 
dividual sections. 

Q.—What were you selling at prior 
to October then? A.—At $3.50 and 

4, 
, Q.—I think you showed me _ last 
week in Toronto some _ large sales, 
one or two about that time. I want 
the Commissioners to understand 
what your department was doing gen- 
erally in large blocks about that time. 
A.—In October there are sales in that 
district, individual sales at $3.50 an 
acre. This was just on the turn of 
prices in October. In the commence- 
ment of October you will see individual 
sales at $3.50 an acre. There was a 
picked lot of sections in October to 
George W. Munson right in the same 
district. Those were not in town- 
ships at all. F 

Q.—What did you get for them? 
A.—$4 an acre. That was in the 
eastern tract. Those were picked in 
quarter sections, after careful exam- 
ination. 

Q.—You had some typewritten on 
sheets that were inserted. My recol- 
lection is that it was about April or 
May. A.—The most were $4 after 
that date. These were all in thesame 
district. Individual sales, picked 
sales. There is one at $3.50 an acre. 
There were occasional sales of $3.50 
where we saw that the lands were not 
up to the standard, .Here was one 
at $4 in November. Here is one at 
$3.50, ‘49/26 on the 24th November, 
1902. ‘That was a whole township in 
the same district. We made another 
sale there at $3.50. However, we 
had generally increased the price for 
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individual sections.. Here in Novem- 
ber is another sale of picked sections 
at $4 an acre to Robert W. Gibson. 

MR. KENT: Some at $6, I think. 
A{AThose are near our main line. 
13/13 W. of the 2nd M. is just south 
of our main line. There is a sale at 
$4 an acre of picked sections between 
Moose Mountain and our main line. 
That is not in the same district, but . 
those are more valuable lands, so that 
it was not an exceptional sale. Where 
it is in the way of taking all the . 
lands in a certain section I think a 
purchaser is always entitled to some 
advantage. 

MR. SHEPLEY: Mr. Creelman 
has quite fallen into the routine of 
the Commission, and has handed me 
certain questions which he wishes to 
address through me. ‘He _ suggests 
that I should ask you two or three 
questions, first with regard to your 
opinion. Was the sale that you made 
to Pope and Fowler on this occasion a 
better or a worse sale than a sale 
would have been of the same quantity 
of picked or selected lands at $5 an: 
acre? A.—T have no hesitation at all 
in saying that the sale that was made 
was a more advantageous sale than a 
sale of the same quantity of landin 
what would necessarily be a  some- 
what wider territory, though the 
same character of district from _ be- 
tween Saskatoon and Edmonton at $5 
an acre. That is, if Messrs. Pope and 
Fowler had gone and picked 200,000 
acres of land, picked sections through 
all that territory at $5 an acre, they 
would have obtained a better bargain 
than they did. 

Q.—And it would have been a cor- 
respondingly worse bargain, you 
would say, for the Canadian Pacific? 
A.—That is my opinion, 

Q.—Then, my learned friend will 
not mind my altering the form of 
these a little? 


MR. CREELMAN: Oh, not at all. 
MR. SHEPLEY: Did Messers. Pope 


and Fowler receive any special con- 
sideration at your hands for any rea- 
son whatever in connection with this 
sale, or did they get just the terms 
that any other persons of substance 
with the money to pay could have 


_gotP? A.—They received exactly what 


T would have recommended in the case 
of any other purchasers, 

Q.—Did you receive at all from 
anybody in authoritv in connection 
with the Canadian Pacific any in- 
structions or any suggestion that you 
should reduce or lower the price to 
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these gentlemen? A.—I never re- 
ceived even a suggestion from  any- 
body that I should give Messrs. Pope 
and Fowler any special concessions 
that would not be accorded to others. 

Q.—Then I think that is all I have 
to ask Mr. Griffin, and after consul- 
tation with the counsel concerned in 
the case and with Mr. Fowler, whom 
I desire to examine next, I have to 
make this suggestion to the court, 
that we should, as far as the ‘public 
sitting is concerned, adjourn now 
until a quarter after four to-morrow, 
and then take up and finish Mr. Fow- 
ler’s examination, if necessary, hold- 
ing an evening session. Mr. Fowler 


has been good enough to say that he . 


will make that, not convenient to 
him, because that is too much to ex- 
pect, but he will be good natured 
about it and help us out. 

JUDGE MACTAVISH: Then we 
will adjourn until 4.15 p.m. to-mor- 
row. 

(At 5.15 p.m. on Tuesday, 6th No- 
vember, adjourned to 4.15 p.m. on 
Wednesday, 7th November, 1906.) 


NINETY-FIFTH DAY. 
AFTERNOON SESSION. 


‘Ottawa, Wednesday, November 7th, 
1906. 


-INDEPHNDENT ORDER OF FOR- 
ESTERS (Continued). 


GEORGE W. FOWLER, recalled. 
Examined by MR. SHEPLEY: 

@.—You are already under oath, 
Mr. Fowler. This is the memoran- 
dum that you made of the matters 
in respect of which I desired to have 
further documents, if there were any. 
What is the first item there? A.— 
The first is ‘‘option.’’ 

Q.—What was that? A.—That was, 
I think you told me, the first option 
that we received. The first option 
was a verbal option so I could not 
bring it. 

Q.—In respect of what? A.—The 
lands that were afterwards sold to 
the Great West Land Company. The 
lands purchased from the C.P.R. 

Q.—That, as you say, was verbal, 
and so you did not bring that. Then 
“map or maps.” TI see that is the 
next note you have. A.—Well. I 
haven’t any maps. 

Q.—Where are the maps? A.—I 
don’t know. 
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Q.—You say you don’t know? A.— 
No. 

Q.—What did you do with them? 
A.—I couldn’t tell you that. 

Q.—You don’t know what you did 
with them? A.—I don’t know what 
became of them. 

Q.—What would you be likely to 


do with them? A.—I suppose they 


would be kicking around the office 
and probably destroyed. I wasn’t 
able to find any at any rate. I 
thought I had a map, I told you, that 
ae Griffin spoke about here yester- 
ay. 

Q.—But that you were not able to 
find? A.—I was not able to find it. 

Q.—Then what is the next subject 
that you have indicated? A.—There 
is ‘‘Correspondence with Mr. Griffin.’’ 
Well, I didn’t fimd’ any correspon- 
dence. These were not kept with 
my usual business correspondence, 
these letters, and I couldn’t find any. 
However, you have that. 

Q.—You say they were not kept? 
A.—They were not kept with my 
usual office correspondence, because 
they were all on file. ; 

Q.—I have got that correspondence, 
as you say. Then ‘‘Correspondence 
with various members of the syndi- 
cate.” A.—Well, I hadn’t any of 
that. There was very little corre- 
spondence at any time. Whatever 
talk I had was verbal principally. I 
think you have a letter of mine or 
two that was sent to Mr. Lefurgey. 

Q.—Have you made a search? A.— 
Yes, I have made a search for all 
these things. 

Q.—And you have not been able to 
find any letters? A.—No. 

Q.—Then, what else have you 
there? A.—‘‘Correspondence with Mr. 
Curry.’’ I never remember having 
any correspondence with Mr. Curry. 
Mr. Curry sent me a draft of an 
agreement which I returned to him, 
and which, I think, you have. 

Q.—And you found no correspon- 
dence at all events? A.—No. All 
the correspondence, I suppose, would 
be “I herewith enclose you a draft.” 


Q.—There is an item there, ‘‘Cor- 
respondence with the Farm and Town 
Site Syndicate?’”? A.—I haven’t any 
such item here. 

Q.—Perhaps you have included that 
with Mr. Curry. A.—TI suppose likely 
IT did. 

Q.—Did you look for that? A.—I 
never had any correspondence with 
the Farm and Town Site Syndicate. 
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The only correspondence I ever had 
in connection with the matter would 
be the note from Mr. Curry enclosing 
the draft. 

Q.—Then what is your next item 
there? A.—‘‘Correspondence with real 
estate men.’’ This is ‘““R. E. men,” 
I presume that is real estate men. 
I haven’t any correspondence. I 
couldn’t find any. 

Q.—You did not find any with Old- 
field and Gardiner? A.—No, although 
there may have been some. That is, 
they may have written me about pub- 
lishing the maps or something of that 
kind. 

Q.—Do you recollect that they did 
get out a map? A.—Yes, I recol- 
lect —— 

Q.—And started to offer the lands 
for sale? A.—They had these lands 
along with other lands of their own; 
I don’t think they had a map of 
these lands separately, but they had 
a map of lands for sale by Oldfield & 
Gardiner, do you see. 


Q.—And how did they come to have 
these lands put in their hands, did 
you do it? A.—I don’t know whether 
I did or Mr. Pope and I. We may 
have said to them, we would like you 
to make a sale of the lands. I dare- 
say we did that. 


Q.—You must have furnished them 
with a description or a map? A.— 
Well, they knew the lands. 

Q.—I should not say you must 
have, because they probably would 
have access to that in the office of 
the C.P.R. A.—Yes, they would know 
these lands as well as we would, and 
perhaps much better. 


Q.—Although Mr. Griffin seemed 
very much surprised according to the 
correspondence when he found they 
were offering the lands for sale be- 
fore you carried out the arrange- 
mentP A.—yYes, I think he wrote 
something about that to Mr. Pope. 
I don’t know whether he wrote to 
me or not. 


Q.—That would rather be against 
the theory that they got any informa- 
tion from the C. P. R.? A.—Yes, 
it would be. They must have got 
it from one of us, but it could not 
be definite information because at 
that time we had not definite infor- 
mation with respect to this. We would 
have a general idea. I have an im- 
pression—you remember this is four 
years ago and one cannot recall 
everything that took place—but I 
have an impression that in the office 
at one time there had been marked 
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on their general map, that is the 
general map of the C.P.R., about the 
locations, that had been indicated I 
think in blue pencil or something of 
that kind. 

Q.—Perhaps we can shorten that a 
little. You heard Mr. Griffin’s evi- 
dence yesterday with regard to the 
various stages through which the mat- 
ter went in the matter of setting 
apart lands? A.—yYes. 

Q.—Do you agree substantially with 
what he says? A.—Substantially that 
is correct. 

Q.—That is, in the first place there 
was a larger area of about 300,000 
acres? A.—Yes. 

Q.—Then came the fixing of the 
price in Montreal? A.—Yes. 


Q.—Then came the reservation as 
a term then imposed, of approximate- 
ly 25 per cent.? A,—Yes. 


Q.—Of an even or average quality 
of lands? A.—Exactly. 

Q.—Then that left you with the 
right to select out of the remaining 
917,000 or thereabouts? A.—Yes, and 
then afterwards we took the 17,000. 
Mr. Pope and I took that ourselves. 

Q.—You agree substantially with 
the account Mr. Griffin gave yester- 
day? A.—yYes, substantially that ac- 
count is correct as I remember. 

Q.—What is the next item you 
have? A.—‘‘C.P.R. officials’ it says. 
No, the next item was ‘‘Foster, Wil- 
son and McGillivray.’”’ That is the 
syndicate. I never had any communi- 
cation with them, any letters so far 
as I remember, at any rate I didn’t 
find any and I don’t remember of 
ever having any, because that was 
not carried on with me in the first 
instance you know, I didn’t go to 
these people. I don’t know of any- 
body on our behalf doing so, but I 
think the communication came from 
the other side so far as I understand. 

Q.—How do you mean, from the 
other side? A.—That is from the 
other parties, that would be from 
that syndicate. 

Q.—Foster and McGillivray? A.— 
Yes, that is my impression of it. At 
any rate I never went to them. 

Q.—And you had not any corres- 
pondence with any of them? A.—No, 
I hadn’t any correspondence with 
them. 

Q.—At any time with respect to 
this transaction? A.—WNo. 

Q.—Or, would you say that if you 
had, you are not able to find it now? 
A.—Yes, I would say that and I would 
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fee further, that I don’t think I ever 
ad, 

Q.—You don’t think you ever wrote 

letters to any of these gentlemen? A. 
-——I don’t recall them. 
_ Q.—While the negotiations were go- 
ing on for the formation of the com- 
pany? A.—KExactly. I wouldn’t say 
positively I did not, but I cannot re- 
call at the present time. 

Q.—Did you make a careful search? 
A.—Yes, I looked through all the 
papers I have in connection with this. 

Q.—Did you look through your let- 
ter books? A.—Well, I never kept 
any copies of tthese fetters in my 


letter book at all. If I would keep: 


a copy it would be a written copy, 
written at ‘the same time, because 
these never went through my office 
business at all. I have partners in 
my business and they have nothing 
to do with this. 


Q.—Do you keep letter books of 
your private business? A.—No. 

Q.—And if you kept a copy it would 
be a written out copy? A.—yYes, un- 
less I looked upon it as a very im- 
portant letter I would not keep a 
copy. 

Q.—Your recollection is against 
there having been any correspond- 
ence? A.—That is my recollection, 
but I would not be positive about it. 

Q.—What do you find next there? 
A.—“‘Reply to Application to C.P.R.”’ 
You have that. 

Q.—What is that? A.—I have it 
here abbreviated. I take it to be 
Reply to application to C.P.R. 

Q.—A moment ago, before you took 
up the Foster syndicate, you said the 
C.P.R. officials? A.—Yes, that is 
right. I haven’t any communication 
from them at all. 

Q.—I suppose all the letters you 
wrote, you wrote to Mr. Griffin or 
Sir Thomas Shaughnessey? A.—I 
don’t remember of ever writing a let- 
ter to Sir Thomas Shaughnessey at 
all. Mr. Pope carried on those ne- 
gotiations. 

Q.—Would you say all the letters 
you ever did write to anybody in con- 
nection with the C.P.R. are among 
the batch produced yesterday by Mr. 
Griffin? A.—I would think so. 

Q.—Did you hear letters from your- 
self read yesterday? A.—I don’t re- 
member, I think you did read one 
letter from me, at any rate I haven’t 
any copies of them. 

Q.—Then have you a copy of the 
contract that was made with the 


C.P.R.? A.—No, I haven’t any copy. 


Ind. Order of Foresters. 
(Mr. George W. Fowler, Recalled.) 


Q.—You have no copy of that con- 
tract at all? A.—No, I have no copy 
at all. 

Q.—What other memorandum have 
you there, Mr. Fowler? A.—‘‘Con- 
tract with C.P.R. after selection and 
anything showing lands _ selected.” 
No, I haven’t anything there. 

Q.—What is your next memoran- 
dum ? A.—‘‘Documents signed by 
members of the syndicate or any of 
them.’’ I have no document. 

Q.—You have none at allP A.—No. 

Q.—So far as you are. concerned, 
your muniments, whatever they may 
be, are peaititcl blank so far as this 
matter is concerned, with the excep- 
tion of what you have brought here. 
A.—I have brought all I have. 

Q.—You have brought here all you 
have been able to find? A.—Yes. 

Q.—These are documents which you 
produce which are already on _ the 
records? A.—I fancy they are. 

Q.—I have separated them, or they 
have been separated, into two batches. 
There is an agreement between your- 
self and the Hon. G. E. Foster of the 
8th February, 1904. That is in re- 
spect of the timber limits? A.—Yes. 

Q.—That is not in respect of these 
lands? A.—Here is another one. 
That is the assignment from us to Mr. 
Foster. 

Q.—We will just keep those to- 
gether. Then this is dated 18th June, 


. 1904. That is in respect of the Kam- 


loops property as wellP A.—Oh, yes, 
that is our guarantee. That is just 
a copy; it is not executed. I think 
that was executed, but that is a copy 
I have there. It is an unsigned copy. 

Q.—Then I think that is your 
handwriting endorsing it? A.—Yes, 
that is in connection with the Okana- 
gan. 

Q.—The agreement with the Okana- 
gan Company and yourself? A.— 
Yes. 

Q.—I will keep these by themselves. 
Then these are not yet upon the 
record. What is this document, if 
you please? A.—That is an estimate. 

Q.—Of what and by whom? A.— 
Well, I think that is an estimate of 
the—yes, that is an estimate of the 
Kamloops lumber property, of the 
values. 

Q.—Who made the estimate? A.— 
Well, I think that I made that esti- 
mate from reports, from statements. 

Q.—What reports? A.—It would 
be the statement of Mr. Irwin and 
Mr. McCormick and the cruisers that 
were on the property as to the amount 
of timber. 
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Q.—You think that document was 
prepared by yourself? A.—I do. 
Q.—And you think you prepared it 
from reports made by Irwin and Mc- 
Cormick and reports made by the 
cruisers who were upon the limitsP 
A.—.Yes. : 
Q.—Do you remember preparing th 
estimate? A.—Yes, I think I do. I 
am quite confident I did it. 
Q.—Can you say why you prepared 
it, what was the object of the pre- 
paration of that? A.—Well, to show 


what the property contained, you 
know. 
Q.—To show to* whom? A.—To 


anybody to whom it might be sold. 


Q.—Does the document bear any 
date? A.—It does not appear to. 


Q.—And it does not bear any name? 
A.—No, there are no names on it. 

Q.—Where did you find that? A.— 
I found that among my private papers 
at home. 

Q.—Among these papersP Were 
these all together? A.—yYes, where 
these were. 

Q.—With other papers, or did you 
bring all that were there? A.—Well, 
I had other papers, of course, and all 
the papers that were in connection 
with this thing. 

Q.—What you mean to say is that 
this was taken out of a larger bulk of 
private papers, some of which, per- 

aps most of which, did not relate to 
this transaction? A.—Exactly. 


Q.—And you sorted these out from 
papers you found? A.—yYes, I just 
brought everything there was there 
that had connection with the matter. 


Q.—I will make that estimate an 
.exhibit (No. 672). Then does _ this 
relate to the same matter, and what 
is it? . AAI think this covers practi- 
cally the same, or at least covers some 
of those mentioned or referred to 
there and I fancy it covers them all. 


Q.—What does it purport to be? 
A.—It purports to be a description of 
certain timber berths. It seems to be 
a detailed description of the same 
timber berths that are, referred to 
there. (Exhibit 673.) 

Q.—Do you know anything about 
ig A. NO. 

Q.—How it came into existence, 
whose production it is or anything 
of that sort? A.—No, I don’t know. 
I should fancy this was taken from the 
license, transcribed from the license. 

Q.—What I am trying to get at— 
perhaps you cannot give it to me—is, 
what was the history of the produc- 
tion of that? A.—I don’t remember. 
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Q.—You do not remember by whom 
it was prepared or for what purpose? 
A.—No. ’ 

Q.—But it appears to be a tran- 
scription of the various timber berths 
comprised in the transaction that took 
place with regard to the Kamloops 
Lumber Company? A.—Yes, that is 
what it appears to be, and I suppose 
it is. It does not say anything there 
about amounts. Like that one that 
I produced there, that unsigned, 
don’t know that I ever presented that 
to anybody, you know. I don’t recall 
that I ever did, I don’t know that I 
ever did or not. I fancy that I did 
not, you know. But I found that 
among my papers and it related to 
this and I brought it, that was all, 
because I wanted to bring every- 
thing there was. 

Q.—I think you said that you had 
a recollection of having made that 
estimate yourself upon the reports c” 
Mr. Irwin-and Mr. McCormick and 
the cruisers? A.—Exactly. 


Q.—And you cannot tell us any- 
thing further about that except that 
you found it among your papers? A. 
—Exactly. I don’t know that I ever 
made any use of it or not. I may 
have and I may not. I don’t know. 


Q.—What is this document? It 
seems to be in your handwriting. A. 
—That is a copy of an offer I made— 
I think it is a copy of an offer that 
I made for the Kamloops property. 

Q.—To whom? A.—To the Kam- 
loops Lumber Company. 

Q.—On what occasion was that? A. 
—Well, I think that was this spring 
some time, this last spring. 

Q.—That is a recent matter A.— 
Yes, an offer to purchase. (Filed as 
Exhibit No. 674.) 


Q.—What was the occasion of that? 
A.—Well, they were endeavouring to 
sell the property. There had been 
an agreement by the company to sell 
the property, and I, on behalf of, I 
don’t know but what I think Mr. Mc- 
Cormick and I together made the 
offer, I think it was jointly made 
made an offer to purchase a portion 
of the property. 

Q.—That was on an occasion, you 
say, that they wanted to make a sale? 
A.—They wanted to make a sale. 

Q.—The Kamloops Lumber Com- 
pany was wanting to sell out its pro- 
perty? A.—Yes, and they did after- 
wards sell. but they didn’t sell to us, 
they didn’t accept this offer. 
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‘Q.—You and Mr. McCormick made 
an offer? A.—Yes. 

Q.—And you think this is a copy 
of the offer that was made? A.— 
Yes, I think that is a copy. I 
wouldn’t say it was an absolutely 
true copy. 

Q.—But you think that was this 
spring; about what time? I see that 
the dates are mentioned in it, not as 
being the date of the document at 
all, but the date of the performance 
of certain terms, are April, May, 
June, July and August. ANT 
couldn’t tell you about what time 
that was. 

JUDGE MacTAVISH: Was it this 
year? A.—Yes, your Honour, it was 
made this year. The offer was made 
this year. 

MR. SHEPLEY: That is all you 
can tell us about itP A.—Well, it 
was made this year. I think in the 
spring. I could not tell you exactly 
the date. 

Q.—I put that in. (Exhibit 674.) 
Then what is this document, if you 
please A.—That is some document 
of Mr. Ryan’s. I see his handwrit- 
ing. (Exhibit 675.) 

Q.—Yes, so it is. A.—You recog- 
nize it, too? 

Q.—It comes from among your 
papers, can’t you tell me something 
about it? A.—Yes, I am going to 
tell you. Don’t be impatient. 

Q.—I am not. A.—This was a 
series of questions which Mr. Ryan 
submitted to Mr. Shields, his partner 
in the West, as to the cost of- the 
production of lumber in the West. 

Q.—What was the occasion of his 
submitting these questions? <A.— 
Well, he handed me this at one time 
during the time—TI think it was dur- 
ing the time that I held an option 
and before the transfer of the option. 
He handed me this list of questions, 
answered, to show what it would 
cost. I don’t think I ever submitted 
them to anybody. I don’t remember 
of ever having done so. 

Q.—Have you any recollection upon 
the subject, one way or the other? 
A.—As to having submitted them ? 

Q.—Yes. ‘A.—My recollection is 
that I never did. I would not say 
that I did not, because I am not 
positive enough about it for that. 
But my recollection is that I never 
did submit it to anybody, but as 
with the other things this paper 
happened to be there. I brought it 
along. I don’t think it is very im- 
portant. 


Ind. Order of Foresters. 
(Mr. George W. Fowler, Recalled.) 


Q.—Perhaps not. That is all you 
can tell us about the origin of the 
document? A.—That is all there is 
to tell about it. 

Q.—It is all you remember? A.— 
Well, I say that Mr. Ryan handed me 
this as a list of questions he had sub- 
mitted to Mr. Shields to ascertain 
the expense of lumbering on that 
property. 

Q.—In what connection was he 
handing you this information? A.— 
I think it was after I had obtained 
the option, but before I had taken 
it up, and, of course, he was anxious, 
I suppose, to give me all the infor- 
mation that was possible. 

Q.—In order to enable you to take 
up the option? A.—Yes. 

Q.—Or to decide rather whether 
you would take it up? A.—Exactly. 

Q.—And you understood the an- 
swers to these questions were compil- 
ed by Mr. Shields? A.—The answers, 
yes, that is the way I understood it. 

Q.—You understood that, I sup- 
pose, from Mr. Ryan? A.—I don’t 
know how far accurate the answers 
are. 


Q.—No, I suppose these answers 
did not form any element in your 
dealing with the matter? A.—Well, 
I would not say that they did not, 
but then all these things would form 
an element, of course. 


Q.—You do not seem to have at- 
tached much importance to it, if you 
do not mind my saying so, and that 
is the reason I ask you if it did form 
an element. A.—Well, I don’t think 
it is very important. 

Q.—Then I say, did it form any 
element in your action with regard 
to the option? A.—It may have. It 
would be a sort of indication, it would 
be the view of Mr. Shields, and at 
the same time Mr. Shields and Mr. 
Ryan were the sellers. Naturally all 
these things would form a considera- 
tion, what a man would tell you 
would be a part of the facts upon 
which you would rely to make up 
your mind. 

Q.—You did not buy upon that, of 
course? A.—Not upon that alone. 

Q.—Did you buy partly in reh- 
ance upon that? A.—I would take 
that naturally as some—I would at- 
tach some weight to it, yes. 

Q.—Are you able to say you did 
or did not rely upon it, in carrying 
out the transaction? A.—Well, I say 
I would rely to some extent upon it. 
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I am not able at this date to say to 
what extent. 

Q.—Are you able to say at this 
‘date any more than reasoning back 
cand thinking you probably would, do 
you remember enough about the mat- 
ter? A.—That would be about the 
‘way of it, I would look upon it as 
.ccming from the man selling the pro- 
perty, naturally you would want to 
know and I dare say I may have 
asked him as to the cost of lum- 
bering in that country. I dare say 
1 did and it may have been on ac- 
count of that that he got these an- 
swers. I don’t know. Or it may have 
been that he of his own motion sup- 
plied them. 

Q.—Your memory is not at all clear 
with regard to this particular docu- 
ment, is it? A.—No, which shows 
that I did not attach a great deal 
of importance to it. 

Q.—That is what I had in my mind 
when I asked you if it formed a sub- 
stantial element in guiding you to a 
result? A.— I don’t think I would 
call it a substantial element. 

Q.—Then I put that in also (No. 
675). Then this document is also in 
connection with the Kamloops Lumber 
Company, is it not? Dated the 13th 
April, a letter from Mr. Foster to 
you? A.—Yes (Exhibit 676). 

Q.—Do you remember about it? 
A.—Well, I don’t remember about the 
receipt of it any more than having 
the lette 

Q.—Do -vu remember the circum- 
stances? A.—QOh yes, I remember the 
circumstances. 

Q.—Then, if you will be good 
enough to let me take it, I will read 
the letter and ask you a question or 
two about it. This is dated the 13th 
April, 1904. from Mr. Foster to Mr. 
Fowler. (Reads.) “They did not 
know the division was 51 to 49. That 
refers to the percentage of the hold- 
ingsP A.—Yes. 

Q.—‘‘These details were well un- 
derstood and formed the basis of our 
arrangement.’? Does that sound to 
you as though it was an accurate 
statement of the arrangements? A.— 
I could not tell what these gentlemen 
understood, but it is correct as far 
as my understanding is concerned. 
I would not speak for them. 

Q.—‘‘McCormick goes west to-mor- 
row’ with “his men’’ is it? A.—I 
would say so. 

Q.—‘‘We must also take up and 
settle, if possible, the Shields propo- 
sition.””?” What was that? A.—I think 
that was the Shuswap matter. 
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Q.—I don’t think I have asked you 
any questions about the Shuswap mat- 
ter, This will be, perhaps, if you will 
let me, a convenient time? A.—I 
am at your disposal. 

Q.—Will you tell me then about the 
Shuswap proposition? A.—The Shus- 
wap proposition was a property that 
was owned by Mr. James C. Shields 
and some others. It consisted of 
limits on what was known as Celista | 
Creek, a stream running into the. 
Shuswap Lake. That is how it came 
to be called the Shuswap proposition. 
And a shingle mill on the Shuswap 
Lake. That Mr. Shields was desirous 
of selling and there was a proposition 
before the Kamloops Lumber Com- 
pany, or the parties who were going 
to compose the Kamloops Lumber 
Company, for the purchase of that. 
Price, $40,000. That is, I suppose, 
what he refers to ‘there. 


Q.—There was a proposition then 
pending and apparently it was a pro- 
position which came up before the 
Kamloops Lumber Company was or- 
ganized? A.—That is our final or- 
ganization. I think steps were being 
taken at the time. You see at first 
as I remember the thing was held in 
the hands of trustees or of a trustee, 
Mr. Foster, I think, was the trustee 
for all the parties. I think this was 
during the period—the business was 
being carried on at this time—I would 
fancy so. 

Q.—They were only provisional di- 
rectors at that timeP A.—Yes. 

Q.—And this matter had not been 
got into shipshape at all? A.—Not 
finally. It may have been that it 
was running provisionally just the 
same as before the final organization 
of the company. 

Q.—What was the motive behind 
the purchase of the Shuswap proper- 
ty, was it to round out the Kamloops 
Lumber Company or how was that? 
A.—Well, I suppose that would be it; 
it was thought to be advantageous 
and as I understand it, it was thought 


that a good deal of lumber, do you 


see, part of it would be useful for 
shingle bolts that would not be use- 
ful to make timber of, there is a 
good deal of timber that in that way 
could be utilized that otherwise 
would go into the fire. 

_Q.—Who introduced the proposi- 
tion? A.—I don’t remember who did 
that. It was not myself. 

Q.—Irwin and McCormick, or either 
of them? A.—I don’t recall which 
of them it was. Or who began it, 
it was all talked over together. 
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Q.—Would it be one of those two 
gentlemen do you think, according 
to your recollection? A.—It prob- 
ably was. It must have been one of 
the three of us, because the other peo- 
ple would not know about it, if it 
was not introduced by some one of 
the three, but I don’t think I did. 

Q.—You would be the least likely of 
the three according to your resullec- 
tino. Who would be the most Il 'kely 
of you three according to your *e- 
collection? A.—I couldn’t say as to 
that. I does not seem to me that it 
was Mr. Irwin, but I am not cer- 
tain of that. 

Q.—That is the bent of your mem- 
ory, as far as it has a bent? A.— 
Yes, as I have told you before, at 
the lapse of time there’ has been I 
cannot recall who started it. 

Q.—Do you recall the introduction 
of the proposition to those with whom 
you were dealing? A.—I don’t re- 
member the particular occasion, I only 
know it was introduced and it was 
discussed. I can remember it being 
discussed but I don’t remember the 
particular occasion. It must have 
been previous to April 13th, previous 
to that letter. 

Q.—You don’t remember the par- 
ticular occasion, but you remember 
there was an occasion? A.—I re 
member there was an occasion when 
the matter was discussed amongst 
those of us who were becoming inter- 
ested in the property. ‘ 

Q.—Are you able to say—speaking 
generally, of course, because I would 
not expect you to carry the details— 
what took place during the discussion 
with regard to it, was it a matter in 
which the negotiations were protract- 
ed or did you close with the idea at 
once? A.—Well, I fancy that it was 
discussed on more than one occasion. 
I fancy that it was. I don’t recall 
chat there was any particular objec- 
tion by anybody to it. There was 
some question about another property 
afterwards, the Okanagan property. 

Q.—We will leave that by itself at 
present? A.—With respect to the 
Shuswap it seemed to be a very feas- 
ible idea. 

Q.—Had anybody that was taking 
part in the discussion an option upon 
the property when it was being dis- 
cussed or at any time before, or was 
an option acquired at any time later? 
A.—No, there was an option acquired. 

Q.—By whom? A.—By me, under 
the direction of the Company. 

Q.—You acquired an option, that 
is from Shields? A.—I think I got 
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an option. I don’t remember whether 
there was a written option in that 
case or not, but I rather think there 
was, from Mr. Shields. I haven’t it 
and if there was, of course the com- 
pany—I don’t know whether it is in 
evidence or not. 

Q.—The written option was at 
what figure? A.—$40,000. 


Q.—Then when did the matter 
eventuate and come to something? 
A.—It would be some time after the 
date of that letter, I don’t know 
when. 

Q.—I see an agreement here among 
the exhibits as No. 506, on the 27th 
May, 1904, between the Shuswap Com- 
pany and Mr. Foster, trustee? A,— 
That is in May, is it? Well, perhaps 
there wasn’t any written option at 
all. I don’t know whether there was 
or not. 

Q.—Who conducted the negotiations 
with Shields, did you? A.—I don’t 
know that I did, but I may have had 
some talk with Shields about it. I 
ee IT had talked with Shields about 
it. 

Q.—At first you know you rather 
thought you may have had an option? 
A.—Yes. 

Q.—That would indicate that you 
were doing the negotiation would it 
not? A.—Well, as I remembered it, 
as far as both the Shuswap and Oka- 
nagan were concerned I thought I 
was instructed to—I know I was in- 
structed in the Okanagan to take an 
option and went out to Enderby and 
did take an option. That is the Oka- 
nagan. In the Shuswan I cannot re- 
call whether I did or not, but I know 
that I discussed it and I know that I 
was over the property and saw the 
property. 

Q.—And negotiated generally with 
Shields ? A.—Well, yes. I don’t 
know that I did specially, you know, 
that is whether I was the only one 
doing it or not. 4 

Q.—How was the price arrived at, 
$40,000, between you and Shields? 
A.—Well, that was his price, $40,000, 
and there was never any reduction 
I think we all talked with him about 
the price, both Mr. McCormick, Mr. 
Irwin and myself. We were out there 
together and I think we discussed the 
price. 

Q.—You say that was his price, do 
you mean to say that was his first 
demand? And that then there was 
negotiating about it before you ac- 
cepted? A.—He never made any re- 
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duction of the price. He told us he 
was offered $37,500 and refused it. 
That is what Mr. James Shields told 
us. 

Q.—And he wanted $40,000? a.— 
Yes, and we thought it was a good 
buy at the price. 

Q.—What did you do by way of 
ascertaining the value of the pro 
perty? A.—We went over the pro- 
perty. 

Q.—Together? A.—Yes. 

Q.—Went over the limits? A.— 
Well, I didn’t go with them over tne 
limits. 

Q.—What examination did you 
make, did you take part in, personal- 
ly? A.—Personally I examined the 
mill and the houses. There were some 
houses there at the mill, and the dry 
kiln and all the things in connection 
with it. It was a perfectly good buy 
all the same. 

Q.—Well, then were you intrusted 
with the duty of closing the transac- 
tion up with Shields? A.—Well, | 
did not pay the money, that was paid 
directly by the company. 

Q.—The money was paid directly? 
A.—By the company. 

Q.—Did you have anything to do 
with the payment of the money at all 
yourself? A.—I do not think I ever 
paid any portion of it. 

Q.—Did you have anything to do 
with the payment of it? A.—How 
do you mean?P 

Q.—I mean did you have anything 
to do with it? Were you concerned? 
Did you take any part in or have 
any concern with the payment of the 
money to the Shuswap people? A.— 
I do not quite understand in what 
respect you are asking me that. 

Q.—In any respect. I want you to 
judge of that, if you will. A.—I do 
not recall. I may have, but my re- 
collection is that the cheques were 
paid directly to Mr. Shields’ order at 
the bank. 

Q.—These seem to be the cheques. 
A.—If you let me see the cheques I 
may be able to tell you. 

(.—There is one of the 7th Sep- 
tember. A.—That is payable to the 
Imperial Bank of Canada, $10,000. 

Q.—Do you know anything about 
that? A.—No. 

Q.—Do you know anything about 
this one? That is June. That seems 
to be the first. A.—The Shuswap 
Lumber Company, $10,000—no. 


Q.—What do you say? A.—I do 
not know anything about it. — 
Q.—You do not know anything of 
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the one of the 7th September? A.— 
No. It is paid by the Union Trust 
Company and the Imperial Bank of 
Canada, and the other is payable by 
the Union Trust Company. 

Q.—Is it the Union Trust Com- 
pany? A.—No, this is payable by 
John I. Davidson and George E. Fos- 
ter. 

Q.—Who would that be? That 
would be the Union Trust Company, 
would it not? A.—Perhaps so. 

Q.—Then the next one, 7th Sep- 
tember, seems to be what? A.—That » 
is the Union Trust Company. 

Q.—It looks to me like the Kam- 
loops Lumber Company. A.—There 
is the Union Trust Company on it. 

Q.—There is the Kamloops Lumber 
Company. A.—TIt is the Union Trust 
Company. 

Q.—The Union Trust Company, 
Limited, is Secretary-Treasurer you 
will notice. Do you remember that— 
that the Union Trust Company was 
the Secretary-Treasurer of the Kam- 
loops Lumber Company? A.—Yes, 
the Kamloops Lumber Company is 
about here. I see that. 

Q.—You do not remember about it 
at allP A.—No. 

Q.—And this one? A.—That seems 
to be October 7th. That would be 
the third one, I suppose. That is 
$10,000 as well. 

Q.—That is again a cheque of the 
Kamloops Lumber. Company? A.— 
Yes, that is the Kamloops Lumber 
Company. I see it does not say Sec- 
retary-Treasurer down here, if you 
will observe, so I took that to be the 
cheque of the Union Trust Company. 

Q.—That is very natural. A.—This 
one is the Union Trust Company. 
This is the 7th November. 


Q.—Then there seems to be three 
cheques for $10,000 each of the Kam- 
loops Lumber Company, but the first 
cheque of all is the cheque of the 
Union Trust Company. A.—I sup- 
pose that would be because the Union 
Trust Company was not fully organ- 
ized at that time. 


Q.—Probably that would be so. You 
do not know anything about these 
cheques. or the destination of them 
or the destination of the money which 
they represent. You say that? A.— 
I suppose they went to Mr. Shields, 
who was the largest owner and Man- 
aging Director. 

Q.—They went to Mr. Shields, who 
was the Managing Director, you 
would suppose? A.—Yes. 
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Q.—Do you know anything about 
what happened to the money or any 
part of it afterwards? A.—Yes, I 
know something about part of it. 


Q.—What do you know about it? 
A.—Some time after this property 
was agreed upon to be purchased, 
Mr. Peter Ryan told me that he had 
—I think it was after we were out 
there and agreed to recommend it 
—yes it was—Mr. Ryan said he had 
a commission in this, of, I think, 
$5,000 that he was to get. 


Q.—From whom? A.—From Mr. 
Shields. The same Shields. This I 
did not know anything about when 
he recommended it. He said he was 
to get $5,000 commission on the sale. 
Well, I did not know that Mr. Ryan 
had done anything towards the sale. 
He did not, so far as I was concern- 
ed; in fact, he had not discussed it 
with me until he told me this. I do 
not know that Mr. Ryan at that 
time knew that the recommendation 
had been made for the purchase. He 
offered to split the $5,000 with me, 
and I received from Mr. Shields, Mr. 
James Shields, some money, this 
$2,500 for which I gave Mr. Ryan 
credit on the account which was due 
from him to me in connection with 
the Kamloops, and even then the 
amount was not made up. That is 
all I know about that. 

Q.—What about the other half of 
Mr. Ryan’s commission? A.—I do 
not know anything about that. 

Q.—What did you get? $2,500 
only? A.—From Mr. James Shields ? 

Q.—Yes. A.—I think that he paid 
me more than that. JI think Mr. 
Ryan gave me an order. That was 
part of the consideration of the Kam- 
loops, you see, but it was not in 
connection with the commission at 
all. Mr. Ryan said he would give me 
half of the commission. 


Q.—What I would like to get, if 
you can remember and get me, how 
much money did Mr. Shields give 
you? A.—dAs near as I can remem- 
ber, it was about $4,000. 

Q.—Was it by any chance, as much 
as $10,000? A.—No, it was not by 
any chance as much as that. 

Q.—Not by any chance as much as 
$10,000? A.—No, it was not. 

Q.—When you say you think it was 
about $4,000, how do you fix that? 
A.—That is my recollection of it. 

Q.—Did you bank it? A.—I sup- 
pose I did. 
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Q.—Where did you bank it? A.—~ 
If I banked it, I did it at home, 
where the cheque was sent to me. 

Q.—At Sussex? A.—Yes, where the 
cheque was’ sent to me. I do not 
think it was sent in one lot, but I 
never had any talk with Mr. Shields 
about the commission in any way, 
never had any agreement with him 
for commission. I never asked him 
for commission, or he never offered 
me commission. Mr. Ryan afterwards 
told me he was to get $5,000 and 
that he would give me half of it, and 
then there was a large balance due 
me through Mr. Ryan on account of 
the sale of the Kamloops Lumber 
Company, and he gave me these or- 
ders, which I took, and afterwards 
got the money from Mr. Shields for. 

Q.—Then you got altogether $4,- 
000 from Mr. Shields? A.—yYes, at 
least that, and I think that was all. 

Q.—You did not get the whole 
$5,000 Ryan was claiming? A.— 
No. 

You -are) sure, of that? (A:-—-1} 
am. certain of that. 

Q.—You got $4,000 then? A.—And 
mark you; the part that Ryan said 
he, would give me as commission was 
$2,500, but I was very willing to 
eredit him with the whole amount in 
connection with the account standing 
between us. 

Q.—Did vou ever render him an 
account showing that credit? A.— 
I don’t know that there has ever been 
a rendering of an account between 
us. I know that there has net been. 

Q.—That I shall have to ask you 
about a little later on. Then you got 
$4,000 or more altogether. What you 
told me first was that you credited 
$2,500 to Ryan? A.—I credited the 
whole amount I got to Ryan. 

Q.—So you said subsequently, but 
vou said at first only $2,500? A.— 
You were only speaking of $2,500 of 
Ryan’s commission, and I credited 
that to him. 

Q.—What was the amount of the 
order that you had from Ryan? A. 
—I don’t remember that. 

Q.—$10,000? A.—On Shields—no, 
T don’t think so. 

Q.—Why did you ask me ‘On 
Shields??? You spoke of the orders 
yourself. Would those orders Ryan 
gave you amount to $10,000? A.— 
No, I do not think sb. 

Q.—Are you sure about that? A. 
—Well, I am quite sure about that. 

Q.—So sure that you will say so 
with certainty? A.—yYes, I will say 
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with certainty that they did not 
amount to $10,000. They may have 
amounted to more than $4,000. 

Q.—May have amounted to $6,000 
or $7,000 or $8,000? A.—No, I don’t 
think so much. 

Q.—Well, give me your best esti- 
mate of the amount? A.—Well, my 
best estimate of the amount is $4,- 
000. 

Q.—But you are not clear about 
that? A.—No. 

Q.—I want to see what amount you 
will go to? A.—The $4,000 is as near 
as I can recollect all the money I got. 

Q.—You will not say you did not 
get $5,000 or get orders for five. I 
am asking you about orders now? A. 
—Now, I remember there was $1,000 
which Alec Shields got from_ the 
amount which was to be paid by 
James te Ryan; so that there may 
have been originally an order for $65,- 
000, but there was $1,000 which went 
to Alec, which Ryan owed to Alec 
Shields, and Mr. James Shields paid 
this $1,000 to Alec on account of 
Ryan. 

Q.—And did not pay it to you on 
your order? A.—No, did not pay it 
to me on My order. 

Q.—You had no knowledge of this 
commission at all, until Ryan spoke 
to you about it? A.—None what- 
ever. 

Q.—Ryan had not introduced the 
property to you? A.—No sir. 

Q.—Did you make inquiries about 
it to find out what his claim was 
based upon? A.—Well, I afterwards 
understood from Mr. Shields that he 
had employed Ryan to sell the pro- 
perty for him. 

Q.—But Ryan had not sold it to 
you? A.—Certainly he had not sold 
it to me. I do not know what other 
efforts he may have made, and IT do 
not know what statements he may 
have made to Shields, or what hie 
may have made him think that he 
was doing in that regard. 

Q.—You did not communicate to 
Shields information that you of 
course had that Ryan had not had 
anything to do with the sale to you, 
or did you? A.—No. 

Q.—You did not look upon that as 
being any of your concern? A.— 
Well, the proposition was already ac- 


Q.—Oh no? 
mission Mr. Shields saw fit to pay out 
of the property was none of my busi- 
ness, except, of course, if I had in- 
formation the property could have 
been obtained for that much less, I 


A.—Whatever com- — 
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would have endeavored to get it for 
that much less. But I did not know 
it at that time. 

Q.—Did you ever hear from any- 
body at any time about the original 
consideration of $40,000 having only 
to the extent of $30,000 reached the 
Shuswap people? A.—I never did. 

Q.—You never heard of that be- 
fore? A.—No. ; 

Q.—Nobody has ever suggested that 
in your hearing at any time? A.— 
No, not even Mr. Shields, it certain- 
ly did not come to me. 


Q.—Then do I understand you to 
say that all the money you got on 
those orders or that order—was there 
more than one order? A.—I think 
just the one. 

Q.—You say that all the monies 
you got on that you credited against 
the $55,000? A.—Yes, and still there 
was a balance unpaid. 

Q.—You say you have never made 
up the accounts in regard to that? 
A.—No, we have a lot of dealings 
between us in connection with other 
matters and it has never been set- 
tled. 

Q.—This is an account you speak 
of particularly, that you credited this 
account against the $55,000? A.— 
Yes, the other matters were subse- 
quent. 

Q.—Is that complicated with other 
transactions P A.—No, the other mat- 
ters are subsequent. 

Q.—That is what you tell me with 
regard to this particular transaction; 
Ryan offered you half a commission 
of $5,000? A.—Yes. 

Q.—He offered you that? A.—Yes. 

Q.—On what grounds? A.—TI sup- 
pose he thought—he did not know, 
I suppose at the time that the recom- 
mendation had been made, that prac- 
tically the property was sold. He may 
not have known at the time; he did 
not say, but he just simply said, ‘‘I 
am going to get a commission out of 
that of $5,000 on that, for that sale, 
and you can have half of it.’’ 


Q.—If you would recommend it or 
how? A.—No, he did not even at- 
tach that to it. 

Q.—You never reported that, I sup- 
pose, to anybody in connection with 
the transaction? A.—No. 

Q.—It did not occur to you that 
you could take that $2,500 and turn 
it over to your associates in ease of 
the price? That did not occur to 
your? A.—If the $55,000 had been 
paid that would have been a matter 
I would have considered. But until 
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that was paid I wanted to get all I 
could upon that. 

Q.—I appreciate that. Then what 
T was asking you was whether that oc- 
curred to you to do that? A.—Well, 
I say that would occur to me then. 

Q.—It did not occur to youP A.— 
It would occur to me then. What oc- 
curred to me at that time was to 
get all I could on this $55,000 claim, 
and afterwards when that was paid 
up I would consider the other part 
of it. . 

Q.—Of course that $2,500 or $4,- 
000, or whatever it was, came out of 
the Shuswap purchase money? A.— 
Well, it came from Ryan. 

Q.—It came out of the Shuswap 
purchase money? A.—He was entitled 
to it. 

Q.—It came out of the Shuswap 
purchase money? A.—I cannot say. 

Q.—Won’t you subscribe to that? 
A.—I cannot say, because the money 
did not pass directly to me from 
the Shuswap purchase money. 


Q.—Did you not understand it was 
in connection with the sale of the 
Shuswap property? A.—I certainiv 
did, but to say ‘it came out of the 
money, I am not going to say that. 

Q.—The vendor would be remuner- 
ating his agents out of the purchase 
money? A.—He might or he might 
not. He might take it out of some 
other matter. If you are speaking 
of the particular money I do not 
know. . 

Q.—I am not speaking of the parti- 
cular money? A.—Then, of course, the 
yendor would remunerate the agent. 

Q.—Out of— A—Out of any moneys 
that he might have. 

Q.—But the purchase money is the 
proper place to take it out of. That 
is what he got by the agent’s effort? 
A.—Perhaps that is what he would 
take it out of. 


Q.—That would be the natural place 


to take it out of. Will you go that 
far? A.—I would say that would be 
the natural place to take it out of, 
but whether he did or not I cannot 
say. 

Q.—And of course it did not come 
out of the original Kamloops deal? 
A.—No, Mr. Shields had nothing to 
do with the Kamloops deal. 


Q.—That was the transaction so far 
as you are able to tell us now about 
the Shuswap matter. Now, will you 
tell me about the Okanagan matter. 
Had you also to do with that? A.— 
I had something to do with it, yes. 

Q.—What had you to do with it? 
A.—Well, I think that it was Mr. 


ra ae 
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Irwin who made the proposition to sell 
—it was either Mr. Irwin or Mr. Me- 
Cormick, I do not know which, that 
broached the subject of the Okanagan 
property, and they were shareholders, 
stockholders in the Okanagan com- 


pany. 


Q.—What is that? A.—They held 
stock in the Okanagan property and 
the bargain was made between them 
and the Kamloops people, the Kam- 
loops company, or the provisional di- 
rectors. 

Q.—Had you anything to do with 
that? A.—Well. I was there. 
_Q.—Taking part in the negotia- 
tions? A.—Taking part in the nego- 
tiations. 

_Q.—Where were the negotiations 
held? Where did they take place? 
A.—In Toronto. 

Q.—And when? A.—Along, I think, 
oe the company was finally organ- 
ized, 

Q.—Before the Kamloops Company 
was finally organized? A.—Yes; 
whether it was before ths Shuswap— 
whether the Shuswap came first or the 
Okanagan came first I do not remem- 
ber, or whether they were simultan- 
eous I do not remember. 

_Q.—There was not much difference 
in time? A.—I guess not. I guess 
they were pretty close together. 

_ Q.—And the negotiations were go- 
ing on contemporaneously and would 
you say with regard to this purchase, 
what you said with regard to the 
other, that you and McCormick and 
Irwin were looking at the property? 
A.—I never examined the property. 

Q.—You did not examine it at all? 
A.—No. I had seen the property. 

Q.—With whom were the negotia- 
tions for the purchase? A.—They 
were with Mr. Irwin more than any- 
body else I think. 

Q.—That is to say acting as vendor? 
A.—Yes, I think so. 

Q.—Anybody else in connection with 
the matter? A.—Mr. McCormick was 
there. 


Q.—Who is Mr. Hale? A.—He was 
the Managing Director of the Okana- 
gan property. . 

Q.—Were there any negotiations 
with him as far as you were concern- 
ed? A.—Oh yes, eventually there 
were. 


Q.—I mean before the property was 
purchased? A.—Oh yes, I was in- 
structed to take an option. 


Q.—Did you take an option? A.— 
Yes. 
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Q.—Irwin and McCormick you told 
me were registered in the Okanagan 
Company? A.—Yes. 

Q.—What was the Okanagan Lum- 
ber Company’s property? What was 
the nature of jt? A.—Just an ordin- 
ary lumber property, mill and timber 
limits and horses and wagons and 
sleds and camp outfit. 

Q.—And logs? A.—Yes, logs, too, 
of course. If they had lumber they 
would have logs and houses and lots. 

Q.—Did you: become aware—because 
from the documents that we have had 
hitherto, indicate that you were pretty 
intimate with the transaction as_ it 
went through—were you aware of the 
interests of Irwin and McCormick? 
A.—Oh yes, they were making no 
secret of the interest. 

Q.—Were you aware of the extent 
of it? Was it a large interest? A. 
—Yes, they had a large interest. 

Q.—Can you give me the propor- 
tion of their individual holdings as 
compared with the whole? <A.—No, 
I do not know the proportion. I 
think they were as large holders as 
anybody. 

Q.—Perhaps larger. A.—Perhaps 
larger. Mr. Irwin very fairly stated 
that before the company, and there- 
fore they sent out Mr. Alexander 
Hamilton, one of the leading lumber- 
men of Ontario, to examine this pro- 
perty and report upon it, which he 
did. 

Q.—You have told me, I think, 
that it was Mr. Irwin who intro- 
duced the subject of the purchase. 
A.—I think it was. 

Q.—Before the Kamloops’ was 
finally organized? A.—Yes. 

Q.—What took place with Mr. 
Irwin upon the subject? What was 
his attitude with regard to it? A.— 
Well, Mr. Irwin was very strong in 
urging upon the company the advisa- 
bility of purchasing the Enderby 
property. 

Q.—How strong was he? How far‘ 
did he go? A.—Well, he said he 
would buy it himself if they did not. 

Q.—That he would buy it himself? 
A.—Yes. 

Q.—If they did not? A.—Yes. 

Q.—He already had a large inter- 
est in it? A.—Yes. 

Q.—What did he mean by buying 
it himself, do you supposeP A.—I 
suppose what he meant was that he 
would take up the property himself 
and operate it. 

Q.—And operate it in competition 
with the Kamloops? A.—I suppose 
it would be in competition, and yet 
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I do not know that it would be in 
competition, any more than _ that 
there would be two mills running. 
You see if there are a dozen stores 
in a town they are in competition in 
a certain sense. 

Q.—Would it be fair to say that 
it was by pressure of that kind that 
he brought the purchase about? A. 
—You can call it pressure if you 
like. 
* Q.—I know I can, but would it be 
fair to call it that? A.—Well, pres- 
sure seems to be a pretty strong 
term. 

Q.—You were there and I was not. 

A.—Well, they were all adults, the 
men who were considering, this mat- 
ter; and they knew their own busi- 
ness. ‘ 
Q.—And they were all partners, 
too? A.—And what you say about 
pressure would, I think, hardly ap- 
ply. I said that Mr. Irwin urged 
very strongly the purchase of this 
property. 

Q.—And said that if they did not 
purchase, if his associates did not 
purchase it, he would purchase it 
himself and run it? A.—Yes, I think 
his arguments prevailed with the 
company. 

Q.—Did he say what, if he took 
up the Okanagan proposition, what 
he would do about the Kamloops pro- 
position? Did he say he would stay 
out of it? A.—Oh, yes; he would be 
put out of it. 

Q.—He would leave the one pro- 
position and devote himself to the 
other? A.—Yes. 

Q.—Unless his arguments were ac- 
ceded to? A.—Yes, he seemed to be 
more favourable to that property 
than to the other. 


Q.—We won’t give it the name 
pressure or any other opprobrious 
name. A.—Sometimes pressure is not 
an opprobrious name. It depends on 
how it is applied and where. 

Q.—Were you entrusted by the 
Okanagan Company with the receipt 
of the purchase ‘money? A.—Yes, 
that was just for convenience. 

Q.—And you did receive all the 
purchase money? A.—TI think so. 

Q.—What was the amount of it? 
A.—$175,000. 

Q.—Do you know how much of that 
was distributed to the stockholders? 
A.—It was all distributed so far as 
I was concerned. 

Q.—To whom did you pay it? A. 
—I sent it principally to Mr. Hale 
and some to the Bank. 
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Q.—How much did you send to Mr. 
Hale? A.—I cannot ‘separate the 
amount. 

Q.—What did you send it to Mr. 
Hale for? A.—He was the Manag- 
ing Director. 

Q.—Did you send it to him or the 
company? A.—Well, I may have sent 
some of it personally to him and some 
of it went to the Bank directly. 

Q.—What I mean by my question 
is this: were you paying it to Hale 
or to the Okanagan Lumber Company ? 
A.—Well, that was a matter between 
them and me. 


Q.—How do you mean between them 
and you? A.—That was a matter the 
Kamloops Company had nothing to 
do with. The Kamloops Company 
bought this property, did not buy it 
through me—bought it from the part- 
ies themselves. 


Q.—You were one of the Kamloops 
Lumber Company? A.—Exactly. I, 
not as member of the company, but 
as an individual, was entrusted by 
the company—they gave me power of 
attorney I think it was— 


Q.—Is there any physical difficulty 
—I do not mean any mental or moral 
objection, but is there any physical 
difficulty in your telling me just how 
you did pay that money over and to 
whom? A.—I told you I paid part 
of it to the Bank of Montreal at Ver- 
non. 


Q.—For the credit of whom? A.— 
For the credit of the Company, the 
Okanagan Company. I think I gave 
some of the money to Mr. Irwin and 
some to Mr. McCormick, and the 
balance went to Mr. Hale. 


Q.—The part that went to the Bank : 


of Montreal, if I understand the trans- 
action—I have glimmers with regard 
to it—the part that went to the Bank 
of Montreal was the ostensible money 
that reached the shareholders other 
than Irwin, McCormick and Hale? 
A.—Oh no. 


Q.—Do you say soP 
say so. 

Q.—How much did you pay into the 
Bank of Montreal? A.—I do not re- 
member. 


Q.—Can you find that out? A.—I 
do not know whether I can or not. I 
Suppose so. ; 

Q.—I wish you would find that out 
for me if you see no objection to that. 
Then I would like to know how much 
you paid to Irwin, how much to Mc- 
Cormick and how much to Hale? A. 
—Yes. 


A.—Yes, I 


Ind. Order of Foresters. 
(Mr. George W. Fowler, Recalled.) 


Q.—And did you pay out in those 
four quarters all the money? A.— 
The money was all paid to the stock- 
hoders in the company. I had no 
commissions or anything else in con- 
nection with the matter. 

Q.—I asked you if you paid all the 
proceeds of the sale which came to 
your hands, every dollar of it, in those 
four quarters? A.—Well, I paid some 
to Mr. Bull. He is a stockholder, 
you have had the evidence about that. 

Q.—Whom else did you pay it to? 
A.—There was money paid to another 
one of the stockholders, Mr. Beattie. 

Q.—Anybody else? A.—There were 
liabilities paid. 

Q.—Did you pay those? A.—lI paid 
some and they paid some. 

Q.—What liabilities did you pay? 
A.—There was a liability that they 
owed to me, for instance, which was 
paid, . 

Q.—What did they owe you for? 
A.—For moneys advanced. 


Q.—Won’t you tell me a little more 
about it? A.—Yes, I will tell you all 
you want to know about it. 


Q.—Tell me more? A.—That is all 
there is about it to tell. 

Q.—Oh, no? A.—Money I advanced 
to them before this transaction took 
place. 

Q.—What money had you advanced 
to them and when? A.—I think what 
they owed me was something like 
$22,000. 

Q.—When did you advance that to 
them ? A.—About three or four 
months before this transaction. 

Q.—How did you come to do that? 
A.—Mr. Hale. 

Q.—Mr. Hale had asked you to ad- 
vance money to whom? A.—To the 
company, and it was intended that I 
was to become a stockholder in the 
company, but I never got any stock. 

Q.—Intended that you were to be- 
come a stockholder? A.—Yes. 

Q.—Dea you say the money you had 
advanced was in expectation of get- 
ting stock? A.—In expectation of be- 
coming a stockholder, and if the pro- 
perty had gone on and had not been 
sold, I would have got stock for my 
money. 

Q.—You were to get stock for the 
money? A.—The $22,000. 

Q.—Was that what you were pro- 
posing to subscribe? A.—Yes. 

Q.—Did you make any stock sub- 
scription in their books? A.—No. 

Q.—Just so far as the records are 
concerned, it rests in the recollection 
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of yourself and Mr. Hale? A.—Yes, 
it rests in our recollections. I had 
accepted certain drafts that were made 
up. I had accepted certain drafts 
from them and paid these drafts. 

Q.—Tell me about that. He asked 
you to accept those drafts? A.— 
Yes. 

Q.—What did he ask you to accept 
drafts for? For the accommodation 
of the company? A.—On account of 
the company. 

Q.—For the accommodation of the 
company A.—No, it was with a 
view to becoming a stockholder. 

Q.—All at one timeP A.—No. 


Q.—Tell me how you paid it out? 
Tell me as nearly as you can. Do 
you keep books? A.—No, I do not 
keep any books outside my office. 


Q.—You do not keep any books in 
connection with transactions of this 
SOL Pa» AN OF 


Q.—Keep it all in your head? A. 
—No, I would have the cheque when 
I would pay for this thing. And 
the cheque would be the voucher. 

Q.—Where are the cheques? A.— 
Well, the transaction was closed four 
years ago and, of course, I have not 
the cheques now. 

Q.—That is your method of doing 
business outside of your law _ busi- 
ness, altogether, is it? A.—Exactly. 
Now, you see, Mr. Shepley, these 
gentlemen were all interested in this 
company. So far as these gentlemen 
were concerned, they were the ven- 
dors of the property and they got 
thé money and that is all there is 
to say. I got no commission what- 
ever of any kind. 

Q.—You see what you have said, 
if I understood you correctly, was 
this, that out of the purchase money 
you retained your $22,000. A.— 
That is right. 

Q.—And you do not think it un- 
fair for me to be a little anxious 
to find out under what claim you 
kept it, do you? A.—Of course I do 
not recognize any right you have to 
inquire, but you have pushed your 
right very far, and I am not ob- 
jecting on that ground. I only say 
this, that those are the facts that 
I have related to you, and that I 
had accepted drafts and I had paid 
them a certain amount of money, 
and the intention was, I intended to 
take up a certain amount of stock 
in the company. They found it was 
necessary to have more capital in the 
company than what there was at that 
time, because they had large liabili- 
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ties and the intention was that I 
should become a member of the com- 
pany. I suppose in one sense, per- 
haps, I was a member of the com- 
pany, although no stock had ever been 
allotted to me nor I had signed no 
application for stock, but it was the 
intention I should become a stock 
holder. Then when this matter came 
up and Mr. Irwin insisted upon them 
taking over the company, why, of 
course, it was not necessary to re- 
organize the Okanagan Company, it 
became absorbed in the Kamloops 
Company. Mr. Irwin stated that he 
had an interest in it and therefore 
he objected to their taking his state- 
ment as to the value of the property 
and Mr. Davidson, Mr. John [f. 
Davidson, I think, was President of 
the Kamloops Company at the time, 
he had a friend, Alexander Hamil- 
ton, a lumberman in Warren, On- 
tario, and he proposed that Mr. 
Hamilton should go out and examine 
the property. Mr. Hamilton did go 
out and examine the property, and 
reported very favourably on the pro- 
perty, and the result was the pro- 
perty was bought. 


Q.—Now, that is a very full ac- 
count of what preceded the sale. 
Then you received the purchase 
money? A.—TI received the purchase 
money and paid it out, as I have 
said. As to the details of how it 
was paid I cannot give you the de- 
tails. I have not kept the details in 
my mind. 

Q.—And you have not got them in 
any book? A.—No, I do not think 
it necessary to have them, because 
the gentlemen were there themselves 
that were interested in the company 
and it was for them to say whether 
they were satisfied or not. 

Q.—I do not say that it is neces- 
sary or not necessary, but at all 
events you have not kept an account 
in any book with regard to it? A.— 
No. 

Q.—You have no agcount, no- 
cheque, nothing now available? A.— 
Nothing now available. 


Q.—How often do you destroy your 
cheques? A.—Well, those are mat- 
ters outside my regular business. J 
never pay any attention to my 
cheques after I examine them after 
they come in. 

Q.—Do you tear them up then? A. 
—Generally they are thrown in the 
waste paper basket. 
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Q.—And if they are cheques like 
the $22,000 that entitle you to be 
paid money, or get stock, keeping no 
account of them in the books, and 
relying on your cheques, what do you 
do with them? Preserve them? A. 
—I preserve them until the transac- 
tion is finally closed as this one was. 
What is the use of keeping cheques? 

Q.—It might have been a great 
satisfaction? A.—To you? 

Q.—No, it might have been a sat- 
isfaction to you to show them to us. 
A.—I do not know that it would be 
any particular satisfaction to me. I 
am perfectly easy about the matter. 


Q.—Do you, as a matter of fact, 
remember ,about these particular 
cheques and their destruction? A.— 
I do not remember these particular 
cheques and their destruction. 


‘Q.—When would you say you de- 
stroyed them? A.—Well. I suppose 
when the whole matter was closed. 
these cheques would come in and I 
would be familiar with them at the 
end of the year. When the bank 
hands over the cheques vou are sup- 
posed to sign a receipt for your ac- 
count; then I fancy the cheques 
would be thrown away, to one side. 
I would go over them and see that 
they were all right. The transaction 
was closed and there would be no 
object in my keeping the cheques. IT 
should doubt very much whether 
you 

Q.—Did you destroy them? A.—I 
do not know when they were destroy- 
ed. I never particularly destroyed 
them. TI never at any time took 
these cheques 

Q.—You never consciously destroy- 
ed a cheque? A.—No. 

QO.—You never consciously destroyed 
a cheque? A.—A cheque— No, I do 
not sav that. 

Q.—You never consciously destroved 
those cheques? A.—No. 

Q.—Yon never then had the inten- 
tion of destroying them? A.—Never 
in the world 

Q.—What do you .do with the 
cheques vou do not intend to destroy ? 
Have vou any place in your office? 
A.—T have told you several times 
when the cheques would come in 
in a bunch as they do—I supvose you 
are famil’ar with that sort of thing— 
they are sent in by the bank at the 
end of the year, with a slip, which 
is a receipt of your account as it 
stands, and there are your cheques 

-I go over those cheques, do you see, 
and the whole thing would be—when 


INSURANCE. ; 3087 


Ind. Order of Foresters. 
(Mr. George W. Fowler, Recalled.) 


I would remember the whole thing, 
the whole thing would be in my mind, 
and the cheques would be cast to one 
side, thrown in the waste paper basket 
and probably burned. 

Q.—I thought you said you did not 
consciously— © A.—I say I did not 
consciously take those particular 
cheques and destroy them, no not at 
all, but I say they went in the regular 
order. the way I do ordinarily with 
the cheques after I am through with 
them. 

Q.—And that is putting them in the 
waste paper basket with the intention 
of being destroyed? A.—Exactly, but 
I do not remember the particular time 
these were thrown aside, but that ‘s 
my custom. 

Q.—That is your custom? A.—Un- 
less I may have some particular reason. 

Q:—With respect to matters finally 
closed? A.—With respect to all mat- 
ters finally closed. . 

Q.—Do you sometimes go so far as 
to make up an account from your 
cheques where there is a transaction 
that is not closed? Do you ever ren- 
der any account to anybody in con- 
nection with transactions such as 
those P A.—Of. course I sometimes 
render an account, sure, 


Q.—And you say you have no, source 
from which to make up those accounts 
except your memory and the cheques 
that are returned to you? A.—Not 
after the matter is closed and closed 
for three or four years, of course. 

Q.—Well, while the matter is going 
on, have you anything in which you 
keep an account, any memorandum 
book or note book? Did you ever make 
@ memorandum with respect to these 
matters P A.—I may have had a 
memo. with respect to this. I dare 
say I did, but I have not any memor- 
andum now. The matter was closed 
three or four years ago, and that was 
the end of it as far as I was concern- 


Q.—Then from your manner of 
keeping your transactions in order and 
keeping track of them, might we per- 
haps hope that you would have a stub 
book for your cheques, out of which 
the cheques were taken? A.—I might 
have or might not. 

Q.—Do you keep a cheque bookP 
A.—When the thing is through why 
of course the stub would not be as 
good a thing to keep as the cheque 
book. When the matter was finished, 
if all the transactions in connection 
were finished, I suppose it was thrown 
away. 


3088 . ROYAL COMMISSION ON | 


95th day, November 7, 1906. 


Q.—Do you say it was? A.—I do 
not know where it is. I have never 
seen it. 

Q.—You have not told me yet. Do 
you as a matter of routine, keep a 
cheque book and enter in the stubs 
of the cheques you tear out, the con- 
tents of the cheques? A.—vVery often, 
PE aE IT do not, but very often I 

O. 

Q.—What is the guide— A.—If 
there is anything important I want 
to keep a record of it for I do. I 
should think in the case of these 
cheques that I would. 


Q.—Have you looked for the stubs 
of any of these cheques? A.—No, I 
did not look particularly for the stubs. 
After that lapse of time I would not 
think they would be of any assistance. 


Q.—You would not expect to find 
them?. A.—There might be some of 
them; I would not say that I would 
not be able to find a stub that would 
have some of these cheques in it, but 
I did not look for it. It might be 
possible that I could, but I doubt very 
much if I could find any of the cheques 
at this stage. 


Q.—We heard from Mr. Bull a cer- 
tain statement upon which the distri- 
bution was made. Are you aware of 
the statement he made with regard 
to that the proportion, the basis up- 
on which the distribution among the 
stockholders of the Okanagan Lumber 
Company was madeP A.—I do not 

ow. 

Q.—Are you aware of what he said? 
A.—No, I do not know what he said. 


Q.—How many dollars for each dol- 
lar of stock did they get, or for each 
dollar they had paid into the company 
would they get out? A.—Mr. Bull’s 
stock was purchased at $2 for $1. 


Q.—Purchased by whom? A= 
think he assigned it to Mr. McCor- 
mick and myself, but I think that is 
the way it came out—about $2 for $1. 


Q.—Do you know how much money 
had gone into the company? A.— 
No, I do not. 


Q.—Did you see their Annual Re- 
port in the course of your dealings 
with these people? A.—I might have. 
IT do not recollect it now. 


Q.—Do you remember what the 
Peake “Sheet showed at allP A.— 

O. 

Q.—You would not be surprised to 
hear that the Balance Sheet did not 
show any such money in the company 
as $175,000? A.—Oh well, of course, 
they would make a profit on the sale. 
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A.—About how much profit? A.— 
I do not know. 

Q.—Who got the profit? Mr. Bull 
did not get any more than 2 to l. 
Who got the big profit in it? You 
and McCormick? A.—And the other 
shareholders. 

Q.—Irwine A.—Yes. 

Q.—HaleP <A.—Yes. 


Q.—And what other shareholder 
got any profit greater than Mr. Bull 
got? A.— Well, I do not know. 

Q.—Were you treated in the dis- 
tribution as a shareholder? A.—I 
think about two to one was about 
what was obtained. 


Q.—You were treated as a share- 
holder? A.—yYes. 


Q.—And you took a profit accru- 
ing upon your presumptive stock? A. 
—Yes, as I had a right to. 

Q.—What was the amount of your 
presumptive stock? To what amount 
were you treated as a shareholders? 
A.—I think I was put! on the same 
basis as Hale and Irwin and _ the 
others. 


Q.—What basis were they on? A. 
A.—I think it amounted to about 
two to one. I am not certain about 
that. 


Q.—That is $2 for every $1 that 
was put in? A.—Yes. 

Q.—Were you treated as having 
put in $22,000? <A.—I was treated 
as having put in the same as they 
had; then the difference between the 
stock I had was treated as a liabil- 
ity— 

Q.—You will have to make that a 
little plainer? A.—Supposing I had 
put in say $20,000, and supposing 
$15,000 of this would be the amount 
of the stock. $15,000 of that would be 
treated as stock and the other would 
be treated as a liability. 


Q.—That is you would get the 
excess over the assumed sum, what- 
ever it might have been, you would 
get that excess back as a debt due to 
you? A.—Yes. 


Q.—And as to the rest you would 
be treated as a shareholder upon the 
same footing as Irwin and McCor- 
mick? A.—Yes. 

Q.—In addition to getting back 
your $22,000 you made the profit up- 
on the assumed stock? A.—Yes. 


Q.—Were your friends in the 
Kamloops Lumber Company taken in- 
to your confidence with regard to 
this at all? A.—I do not see why. 
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Q.—I am not saying why, but were 
they as a fact? A.—No. I did not 
sell the property to them and I had 
a right to be a stockholder. I could 
have demanded my stock any time 
previous to that. It simply meant 
the stock had not) been issued to me. 
That is all. 

Q.—Did you tell your new friends 
in the Kamloops Lumber Company 
that you were in the position of a 
stockholder at all? A.—4No, I did not 
tell them. 

Q.—Did you tell them you had 
made any advances there? A.—No. 

Q.—You did not make them aware 
of your financial interest in the Okan- 
agan Company at allP A.—No. You 
see they were not dependent upon 
anything that was said by Mr. Irwin 
or Mr. McCormick or myself. They 
sent an independent cruiser’ there, 
and they made the contract with these 
other people and it was not necessary 
for me to say anything at all. I was 
going out— 

Q.—Going out where? A.—Out to 
Enderby in connection with some 
other business, and they instructed 
me to have the option made to my- 
self, 

Q.—Was there an option in that 
case? A.—Yes, you have it there. 

Q.—Made to youPp <A.—yYes, I 
think I gave it to you among those 
papers. I think I have a copy of it. 

Q.—Would you agree that as you 
were instructed to take an option, 
that in taking the option you were 
the agent of the Kamloops Company ? 
A.—Yes, in taking that option, just 
for that purpose, just to take the 
option. I was no agent to purchase, 

Q.—You make a distinction be- 
tween being an agent to purchase 
and an agent to take an option? A. 
—Yes, because you see the purchase 
had been agreed upon between Irwin 
and the Company. 


Q.—The amount at which the op- 
tion was to be taken was agreed 
upon? A.—Exactly, and all that was 
necessary for me to do was to have 
the option made to me. In this case 
I was an agent as distinguished from 
the purchase of the original Kam- 
loops property in which I was not 
an agent. It was vendee and ven- 
dor, but to fix the price I was not an 
agent, because that was done by the 
principals. 

Q.—Were you an agreeing party 
to the fixing of the price? A.—Yes. 

Q.—You agreed to that from the 
standpoint of the Kamloops Com- 
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pany, as one of the Kamloops Com- 
pany? A.—Yes, I agreed to it, pro- 
vided the property was found to be 
valuable, and they sent Mr. Hamil- 
ton out for the purpose of ascertain- 
ing that. 

Q.—Then you would not see any- 
thing inconsistent in your making a 
profit as vendor out of the purchase, 
having been charged with taking an 
option? A.—Why anybody could 
have taken the option. 

Q.—You would not think it— A. 
—Not where I did not sell the pro- 
perty. 

Q.—You would not think there was 
anything incongruous about it? A. 
—Not where I was not vendor and 
vendee both. 


Q.—In this case you were? A.— 
You see McCormick and Irwin were 
in the same position as I was with 
respect to the Kamloops Lumber 
Company. Well, if there was no 
harm in them making the sale, if 
it was perfectly satisfactory to all 
parties, I do not see where the dif- 
ficulty was. I did not make the sale. 
I did not propose the sale. I did 
not insist upon the sale as far as I 
was concerned at all; simply I was 
requested since I was going out there, 
by the Kamloops directors to have 
the option taken to me, and I came 
back and transferred it, all the con- 
tracts having been made by them. 


Q.—You had been interesting your- 
self somewhat in the company, mak- 
ing advances, looking towards the 
holding of stock? You had probably 
some rough knowledge of the position 
of the company had you not? A.— 
Well, I had what I had been told 
about it, and I believed the parties 
that told me, and I was satisfied 
they were in the thing—that it was 
all right, and the events proved it 
was all right, because it was a valu- 
able property and worth a good deal 
more than the Kamloops Company 
gave for it. 

Q.—At the time the negotiations 
were going on between Irwin and Mc- 
Cormick on the one hand and the 
Kamloops people on the other, you 
would be pretty well aware that the 
ficures that were being proposed would 
involve a profit? A.—Oh yes, nat- 
urally. 

Q.—A very considerable profit? A 
—J naturally think they would involve 
a profit. 

Q.—In which, of course you were 
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thought I ought to share, because I 
was entitled— 


Q.—You were expecting to share? 


A.—Yes, naturally I was. 

Q.—And perhaps your being auth- 
orized to receive the purchase money 
had something to do with that, so 
that you might protect yourself? A. 
—Well, the company authorized me 
to receive the purchase money. 

aT your expense, perhaps? A. 
—No. 

Q.—It was a voluntary thing? A.— 
Yes. 

Q.—Quite voluntary? A.—Yes, not 
at my instance at all. 

Q.—You had not expected that at 
all? A.—No, I had not expected it 
and did not care anything about it. 
There was no advantage to me to have 
the money pass through my hands. 

Q.—Well, then, knowing that the 
transaction involved a profit and ex- 
pecting to share in that profit, you 
did not disclose either fact to your 
co-directors in the Kamloops Com- 
pany? A.—No. If I had been a 
stockholder that might have been so, 
but they did not inquire— 

Q.—You expected and intended to 
be put upon the footing of a share- 
holder for the purpose of sharing in 
the profits? A.—I expected to be a 
shareholder if the property had not 
been sold. 

Q.—But those circumstances you 
did not think it necessary to disclose? 
A.—No, I do not see what that had 
to do with it. It would not have affect- 
ed the sale in any way, because the 
sale did not depend upon me in any 
way, shape or form. 


Q.—I think you would not dispute 
that in respect of the Shuswap matter 
you were an agent, because you were 
entrusted with the negotiation? 
—No, I do not know that I was en- 
trusted with the negotiations. I do 
not think that I was entrusted with 
the negotiations in the matter at all. 

Q.—Would you think yourself at 
liberty in the Shuswap matter with 
such a position as you were given in 
the negotiations by the Kamloops 
people, would you have thought your- 
self at liberty to make a secret profit 
for yourself? A.—No, I do not think 
perhaps I would. 

Q.—And that probably was because 
you would think you were— A.—I do 
not think I should have taken a com- 
mission from Shields in the matter. 

Q.—Because you were really acting 
for the vendee? A.—yYes, exactly. 
While I was not acting alone in mak- 
ing the purchase or fixing the price, 
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yet I was acting in a sense in that 
way, and I do not think I should take 
a profit. 

_ Q.—You do not think that was so 
in the matter of the Okanagan Com- 
pany because the taking of the option 
you regard as a mere formality? A. 
—Yes, and I think the other is dif- 
ferent. 

Q.—Will you tell me in a word. be- 
cause you can in a word—you have 
already done so, and I want your at- 
tention directed to this before I ask 
the next question. What difference 
do you make between these two trans- 
actions in that respect and the main 
Kamloops transaction? A.—Oh, I 
make a very wide difference. 

Q.—Just put it in a word? A.— 
In the case of the Ryan property—we 
will call it the Ryan property to dis- 
tinguish—in the case of the Ryan 
property I was an _ independent 
vendor; on the 24th October I 
took an option on the property 
without at that time any idea 
of placing it with these people at all, 
but having the idea and the intention 
and the expectation of placing it with 
another party altogether. When I 
took the option on the Ryan property 
I had no intention or expectation of 
placing the property with these people 
but with an entirely different party 
Afterwards when the negotiations fell 
through I then went to Mr. Foster 
and the Union Trust Company and 
suggested their taking up this pro 
perty. During the time these nego- 
tiations were pending between me 
and them with respect to the property, 
the time for my option to lapse had 
arrived. I then went to the solicitor 
for Mr. Ryan and notified him that I 
proposed to take up the option, and 
instructed him to prepare the agree- 
ment of sale, which he did, and on 
the 26th January that agreement of 
sale was signed by myself and Ryan. 

Q.—Where is thatP A.—lI think 
you have it in these papers. That 
agreement of sale was signed between 
myself and Ryan. 1 became the owner 
of the property then subject to the 
payment to Mr. Ryan. That was mine. 
I was not bound to these people. 
They were not bound to me. They 
need not have taken over the pro- 
perty. I have never been instructed 
to act as agent for them. I was not 
acting as agent for them in any sense. 
They need not take over the property 
unless they liked. They could have 
turned it down at any time until I 
transferred the property in February, 
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two weeks later. I say the position 
was altogether different. 

Q.—Have you sinee you discussed 
this matter ever looked at the terms 
of this agreement which you signed on 
the 8th February, 1904? A.—I have. 

Q.—And which you have been good 
enough to let me have to-day? A.—Is 
that the transfer you mean? 

Q.—This document. You can take 
it with you during adjournment? A. 
—I will take it with me. 


(The Commission adjourned at 6.16 
p.m. until 8 p.m.) . 


EVENING SITTING. 


Commission resumed at 8 p.m. 


Examination of GEORGE W. FOW- 
LER by MR. SHEPLEY continued. 

Q.—I dare say, Mr. Fowler, that you 
have quite appreciated why I wanted 
you to look at this document, or would 
you say that you have not had time 
to look at it? A.—TI looked at it, yes. 

Q.—Do you understand what I have 
in my mind? A.—Well, I do not 
know. I would not like to say what 
you have in your mind. 

Q.—You saw the recital? A.—Yes, 
I saw the recital. 

Q.—Does that suggest anything to 
your mind? A.—In what respect? 

Q.—This is dated 8th February, 
1904. This is the turning over by you 
of the option of course? A.—wNo. 

Q.—Well, what is it? A.—It is not 
the turning over of the option. 

Q.—What would you call it? Turn- 
ing over of the agreement? A.—No, 
nor of the agreement. 

Q.—What would you call it in con- 
cise terms to describe it? A.—Well, 


it appears like an agreement between. 


us with respect to the formation of a 
company. You have the document, I 
gave you the document which turns 
over the option. : 

Q.—How would you describe this? 
A.—I would call that an agreement 
for the formation of a company. 

Q.—You were of course a party to 
this agreement? A.—yYes, I signed 
that. ; 

Q.—You were a party to it. You 
were a party to the preparation? 
A.—Signing it made me a party to 
it of course. 

Q.—Would you say that you are not 
a party to it in any other sense than 
just signing itP A.—I did not pre- 
pare it. : 

Q.—That is not quite what I ask 
you? A.—In what other sense would 
I be a party to it? 
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Q.—Were you a party to it in any 
other sense? A.—I am a party to it 
because I am mentioned in it as one 
of the parties, and I signed as one 
of the parties. 

Q.—And I suppose the document is 
intended to represent what the fact 
was? A.—I suppose so. It does not 
altogether represent the fact in one 
of the recitals there I notice. 

Q.—You would not feel inclined to 
complain of that I suppose? A.—I 
did not prepare the document. If I 
had prepared the document I would 
not «have put that in. 

Q.—You would not feel inclined to 
complain after you have signed, and 
apparenty deliberately signed— A.— 
I could not very well complain. 

Q.—You could not complain, that 
does not really represent what the 
fact was? A.—The document of the 
transfer shows itself what the fact is, 
and the recital— 

Q.—For the moment I want to just 
speak of this document, if you will 
be so very good as to let me. Now, 
do you feel inclined to complain of 
this as an accurate recital? A.—Well, 
I say the recital there is not alto- 
gether accurate. 

Q.—In what respect? A.—The sec- 
ond recital I think I refer to. 

Q.—What is it? A.—It says ‘‘And 
whereas in pursuance whereof an 
agreement has been entered into be- 
tween Peter Ryan of the City of To- 
ronto and the said vendor,” etc., 
“‘siving to the said vendor the right 
or option or privilege.’’ The agree- 
ment of the 22nd January gave no 
right or option. It was an actual 
sale. So I say the recital is not alto- 
gether accurate. 

Q.—Is that the only recital that is 
wrong? A.—It is correct enough 
otherwise, because we were going to 
purchase that property. 


Q.—Before going into the document 
a little more in detail, I would be very 
glad if you would say whether you 
think there is anything else, having 
looked at it during the intermissio: 
if there is anything else in which you 
think it is inaccurate? A.—With 
the reading I got of it, that would be 
the only criticism I would make at 
the present time. 

Q.—That is dated 8th February, 
1904, and it is made between you of 
the first part and Mr. Foster, the trus- 
tee, of the second part? A.—Yes, I 
was vendor. 

Q.—Hereinafter called the vendor? 
A.—Yes. 
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Q.—Of the first part, and Mr. Foster 
hereinafter called the trustee of the 
second part? A.—Yes. 

Q.—Mr. Foster of course was to be 
trustee for the proposed company? 
A.—Yes. 

Q.—Of which you, Mr. Irwin, Mr. 
McCormick and Mr. Foster were all 
to be members? <A.—Yes. 

Q.—That is right? A.—yYes. 


Q.—You do not dissent from’ that? 
A.—I said yes to the question. 


Q.—This recites ‘‘whereas the ven- 
dor’’—that is you—‘‘together with Mc- 
Cormick and Irwin’’—now is that word 
“eontemplate’ or ‘‘contempldéted,”’ 
because I want to let you— A.—Of 
course I do not know. I fancy that 
is ‘‘contemplate,’? but I do not know. 
It may be contemplate or contemplat- 
ed. 

Q.—There may be a d after it? A. 
—It looks as though the ‘‘d’”’ was 
struck out, but I do not know. 


Q.—‘‘Whereas the vendor together 
with McCormick and Irwin contem- 
plate purchasing and desire to nego- 
tiate for the properties herein describ- 
ed or referred to’’—that of course is 
the Kamloops limit? A.—Yes. 


Q.—‘‘And having applied to the 
Union Trust Company to join them in 
such purpose for the purposes of this 
agreement’’—you do not complain of 
that as a recital at all? A.—I stated 
what I complain of. 


Q.—I have not got to the second 
recital of which you complain? A.— 
I have already stated that after the 
other party that I was negotiating 
with was unable to carry out that, I 
went to these people. 


Q.—I know? A.—That only bears 
that out. 

Q.—What I was suggesting is that 
possibly this was—unless you say some- 
thing to the contrary—an accurate re- 
cital; that on the 8th February you 
and McCormick and Irwin were con- 
templating the purchase of these par- 
ticular limits, that would be right 
would it, or do you dissent from that? 
A.—I have already stated that I do 
not dissent. We had already made 
the application. 

Q.—Then the next rectal is that in 
pursuance whereof— A.—Yes. 


Q.—I should say that that was in 
pursuance of a desire that was ex- 
pressed in the preceding paragraph. 
Would you dissent from that as a mat- 
ter of construction of the document? 
A.—Dissent from which? 

Q.—From what I say, in pursuance 
theareof—that is in pursuance of Mc- 
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Cormick and Irwin and you desir- 
ing to negotiate for certain properties 
and applying to the Union Trust Com- 
pany to join you in such purpose— 
that in pursuance of all that this 
agreement has been arrived at? <A.—- 
Which agreement ? 

See eegearge” between you 
an yan! .—Yes, I iSs: 
STORE sl Pe 

Q.—You say that is not an accur- 
ate recitalP A.—That is not an ac- 
curate recital. 

Q.—That is the respect in which 
you said it was not accurate when I 
asked you first? A.—Yes. 


Q.—Whereas in pursuance thereof 
an agreement has been entered into 
between Ryan, and the vendor, 
dated 26th January, giving you the 
right or option or privilege in the 
sald agreement set forth in regard 
to said property. Your comment 
upon that is that that is not accur- 
ate because you did not acquire that 
right in pursuance of any  under- 
standing between yourself, McCor- 
mick, Irwin and Foster? A.—Exact- 
ly, that is what I say. 


Q.—You were of course aware— 
at least I hope you were aware, 
from the course of your examination 
upon the present occasion—that 
Foster has said that you were  ab- 
solutely dealing in pursuance of au- 
thority—joint authority in respect 
of what you were doing with Ryan? 
A.—You stated to Mr. Foster 


Q.—I read it to you? A.—What 
you read to me did not bear out 
your statement with respect to that. 
I simply say that that is not the 
fact. That is not the fact. 

Q.—I won’t take up the time to 
turn to what Mr. Foster has said, 
but if Mr. Foster said that you say 
that that was not the fact? A.— 
Whoever said it I say that is not ac- 
curate. 

Q.—In other words what you say 
is that at this time the 8th of Febru- 
ary that you were not at all, until 
the time of signing this agreement, 
acting in conjunction with Mc- 
Cormick, Irwin and say Foster? A. 
—What I say is this; that previous 

Q.—Or the Union Trust Company? . 
A.—What I say is this; that previous 
to the making of that agreement, 
and previous to my executing the 


“agreement with Ryan—that is what 


I call the agreement of sale on the 
26th January—I had made an appli- 
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cation to the Union Trust people to 
to take up this proposition, previous 
to this I had made an application to 
them to take up this proposition. I 
say that the matter was still under 
consideration and advisement by 
them, but I say that without any 
instruction. from them, but solely on 
my own motion and because I was 
determined that this option should 
not lapse, and that if the Union 
Trust Company did not finally con- 
sider it in their best interest to take 
the matter up, I proposed to handle 
it elsewhere, and on that account I 
executed the agreement of sale with 
Mr. Ryan on the 26th January, and 
not acting by the instructions of any 
member of the Union Trust Com- 
pany or of any other person whatso- 
ever, and absolutely without their 
knowledge I executed the agreement 
of the 26th January. That is what 
I say, and that is why I say that is 
not a correct recital of the fact. 


Q.—I am not going at all to find 
fault with that, but I understand 
you to say now that at the time you 
closed the matter with Ryan by ac- 
cepting the option you were in treaty 
with the Union Trust Company? A. 
—Oh yes, I was in treaty with them. 
I have always contended that. 

Q.—And your treaty with them 
was upon the basis of the option you 
had from Ryan? A.—Yes. 


Q.—The option which you showed 
to them from Ryan? A.—Yes, 
which I presented to them from 
Ryan. That is right. 

Q.—And is it unfair at all to any- 
body to say that you were putting 
forward the $225,000 option as the 
option which you in fact had? A. 
—No, that is not unfair. That is a 
fact. ; 

Q.—And you were inviting the 
Union Trust Company to come into 
the transaction with you upon the 
basis of that option? A.—yYes, ex- 
actly, absolutely. 

Q.—As I understand it now, the 
only part of this recital that you 
complain of is just these three words 
words ‘‘in pursuance thereof.’? A.— 
Well I complain of that second re- 
cital. 

Q.—By reason of the three words? 
A.—Well I suppose partly by reason 
of the three words. 

Q.—Is there anything else? A 
Practically the whole recital is in- 
accurate. It says ‘‘whereas an agree- 
ment has been entered into between 
Peter Ryan of the City of Toronto 
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and the said vendor, giving the said 
vendor the right or option or privi- 
leges’’ and so on. Now I say that the 
agreement between Ryan and me on 
the 26th January was not an option 
at all. The option was dated on the 
24th October. I say that was an 
actual sale from Ryan to me, and it 
shows it to be here, because I am 
spoken of up there as the vendor. 
That makes this document as a mat- 
ter of fact contradictory. 


Q.—You are making it very clear 
to me indeed and I am very much 
obliged to you? A.—That is the 
view I take of it. 

Q.—If we should strike out of this 
the words ‘‘in pursuance thereof?’ 
and instead of calling this an option 
we should call it a contract you would 
not complain? A.— Well I do not 
think it. 

Q.—You would not complain of that 
as a recital? A.—I do not think I 
would complain. My contention is 
just simply here that the property on 
the 26th January became mine and 
that all I had to do was to pay for 
it. It was purchased on certain con- 
ditions and when those conditions 
were fulfilled the property was mine. 
It was a conditional purchase. 

Q.—Then do you recognize this 
document at all? Is that with re- 
spect to these limits upon the face 
of it? A.—Well this is not mine. 

Q.—Does that seem to be with re- 
spect to these limits? A.—yYes, it 
speaks of Shields camps—yes I dare 
say that was in connection with these 
limits. 

Q.—You think that was in connec- 
tion with these limits? A.—Yes sir. 

Q.—This is a letter to the Hon. G. 
E. Foster from McCormick and Irwin 
and dated 5th January, 1904? A.— 
Yes. 

Q.—Do you happen to know what 
communications had passed or were 
passing between Mr. Foster and 
Messrs. McCormick and Irwin as 
early as January? A.—No, I do not 
know. 

Q.—You do not know? A.—No. 

Q.—Is it likely that things were 
going on between them that you 
would not be aware of? A.—That 
might or might not be the case. 

Q.—Is it likely? A.—I did not 
know anything about that letter. 

Q.—Is it likely negotiations were 
going on between Foster and these 
gentlemen with reference to this 
very property and to the inspection 
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and examination of it that you 
would not know? A.—There may 
have been of course. 

Q.—Not independently of you? 
What do you say to that? A.—Well 
look; suppose they were out in Bri- 
tish Columbia and I was in New 
Brunswick, I would not be able to 
know all the negotiations or all the 
conversations or the letters that 
might pass between them up there. I 
would not know it. 


Q.—I would not have thought that 
reasonable to suggestP A.—But the 
application of the Union Trust Com- 
pany to take a hand in this was pre- 
vious to this date of course. 

Q.—You have already said so; that 
is you have said it was previous to 
the 8th February, but now you say it 
was previous to the 5th January? A. 
—I said it was five or six weeks. I 
could not be accurate. It might 
have been two months after I first ob- 
tained the option, which was on the 
24th October. 

Q.—But it was before you closed 
with the option? A.—Yes. 

Q.—I think that is a fair way of 
putting it, but I do not think you 
ever told me it was five or six weeks 
before? A.—You mean after. 

Q.—Five or six weeks before you 
really transferred to the Union Trust 
Company? A.—wNo, I never said that 
at all. What I say is this; that on 
the 24th October I got the option. 
For some weeks there was negotia- 
tions with the other party to whom I 
have already referred a dozen times; 
that after those negotiations ceased, 
then I went to the Union Trust Com- 
pany and I said that might have 
been five or six weeks after [I  ob- 
tained the option and might have 
been longer. 

Q.—I thought you said it might 
have been five or six weeks before 
you actually closed the arrangement 
with them? A.—No, I did not say 
that. 

Q.—Five or six weeks before you 
closed the option? A.—I do not 
want to be held to it exactly; it 
might be two months, but as I re- 
member the thing five or six weeks. 
It might have been only four weeks. 

Q.—Somewheres in the months of 
December and January? A.—It 
might have been some time in the 
latter part of November or in the 
month of December that the thing 
occurred. 

Q.—And at that time you were 
negotiating with the Union Trust 
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Company and your negotiations never 
ceased from the time they commenced 
until the time the transfer was actu- 
ally made to them? A.—No, they 
were still considering. I have told 
you that right along. 

Q.—This letter of the 5th Janu- 
ary which I intend to file as an ex- 
hibit is from McCormick and Irwin 
to Mr. Foster. ‘‘Mr: Irwin and myself 
have just returned from the timber 
limits on the Spalumcheen River and 
must confess that we were surprised 
to find such a large quantity of good 
timber and such a large portion of it 
so easily lumbered.’? Did you know 
Irwin and McCormick were examin- 
inop* Ae—Yes: 

Q.—On behalf of the Union Trust 
Company? A.—Well they were exam- 
ining the property. 

Q.—On behalf of the Union Trust 
Company? A.—The Union Trust 
Company had not employed them; on 
behalf of Foster. 

Q.—Can you suggest why they 
were reporting to Mr. Foster unless 
they had made an examination on 
behalf of the Union Trust Company? 
A.—I suppose that would be the fact. 
IT do not know any more about it 
than that I presume from the fact 
that they did examine it that it was 
for them or for the Union Trust Com- 
pany. 

Q.—You had introduced the 
perty to Foster? A.—Yes. 


Q.—Irwin and McCormick were 
men who already knew something 
about the proposition? A.—yYes. 

Q.—You were perhaps aware—per- 
haps you will say you were not, I do 
not know—you were probably or per- 
haps aware that the Union Trust 
Company was asking McCormick and 
Irwin to say what they had to say 
about the property? A.—TI think so. 

Q.—Then you are not at all sur- 
prised to find that on the 5th Janu- 
ary they were reporting; that does 
not strike you as being out of the 
wayP A.—Not at all. 


Q.—Then if you find that on the 
5th January these gentlemen  des- 
patched for the purpose of examining 
the property were reporting, that 
would not at all strike you as being 
out of line with your recollection of 
the circumstances? A.—Not at all. 

Q.—‘‘Mr. Irwin and myself have 
just returned from the timber lim- 
its on the Spalumcheen River and 
must confess we were agreeably sur- 


pro- 
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prised to find such a large quantity 
of good timber and such a_ large 
portion of it so easily lumbered.’’ 
(Reads). And then there is a list of 
which the last column of lumber at 
different points is set out as_ to 
prices (Exhibit 677.) I ask you next 
whether you’ recognize the  hand- 
writing there on that memorandum 
on the back? A.—No. 

Q.—You do not know whose it is? 
A.—No. 


Q.—What do you make it out to 
be? A.—It is ‘‘Om’’ prices or ‘‘Our’’ 
prices. 

Q.—Which would you think it was 
by choice of those two? Om prices 
seems incoherent? A.—yYes, it does 
not seem to have any sense to it but 
thet is what it looks to be. 

Q.—What would you think it was 
intended for? A.—I do not know. 


Q.—If it were sent into you what 
would, you think of it? A.—Well 
that is a pretty hard question to an- 
swer. It looks to meas if that 
was scored out at the end. It is not 
really an r. It looks like a tail to 
the m. 


Q.—It looks rather to me that the 
gentleman who wrote “our’’ had 
caught his little finger on it and 
smudged it a little. You do not 
think “four nrices’’? is out of the wav 
for a translation of that? Alt 
would seem to be more reasonable 
than the other. I do not know who 
wrote it. 


MR. STEVENSON: The nrices in 
ta column are the prices at Ender- 
y. 

MR. SHEPLEY: Q.—I think we 
will not have much difficulty in de- 
ciphering that even with the little 
smudge on it. Then I ask you next 
whether you were aware that Mc- 
Cormick and Irwin were off making 
inspection of the property at the date 
this letter bears? A.—I suppose 
they were. 


Q.—Were you aware that as conse- 
quent upon your introduction of the 
property— A.—I am aware that 
they did inspect the property. 

Q.—Were you then aware that as a 
consequence of your introducing the 
property to the Union Trust Company 
these gentlemen were asked to go 
and report? A.—Well I do not 
know that I am aware that they were 
asked to report. I know that they 
went and did report and I do not 
think they would go unless they were 
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asked to go. I think that would fol- 
low. 

Q.—Were you aware then that they 
were going to examine it? A.—I 
have no doubt that I was. 

Q.—You have no doubt that you 
were then aware? A.—No, I do not 
recall it but I have no doubt. 

Q.—How long before the 5th Janu- 
ary when that letter was written do 
you think it was that they were in- 
structed to report? A.—I do not 
know I am sure. 

Q.—Early in December? A.—I do 
not know really. It would have to be 
some little time before for them to get 
out there and make the examination 
and report. 

Q.—You see you know the country 
better than I do. Would it be a 
month probably? A.—I would not 
think so. 

Q.—How long, would you say? A.— 
Oh well, they could have gone out and 
examined inside of two weeks. 

Q.—That is from the time they were 
sent? A.—Yes. 

Q.—And have written this letter? 
A.—I think so. The letter is dated 
on the 5th January. 

Q.—We won’t waste time over a 
week or two. Well then, were these 
gentlemen in your confidence as to 
the option that you had when they 
went out there? A.—Did they know 
about the option? 

Q.—YesP A.—Oh yes, I presume 
they did. Well yes, they did. 

Q.—Were they in communication 
with you in regard to it? A.—Yes. 

Q.—Is it too much to say that they 
knew perfectly well that you had this 
option, and that they were being ask- 
ed to report by reason of the offer of 
your option to the Union Trust Com- 
pany? Would that be fair? A.—I 
think that is fair enough. 

Q.—What instructions if any, were 
there from you to them with regard 
to this inspection? A.—I do not know 
that I ever gave any particular in- 
structions. 

Q.—Did you give them any general 
instructions P A.—Either particular 
or general. 

Q.—Do you say you did not? A. 
—I do not know of giving them any. 


IT do not -think I did. 

Q.—What I ask you is, do you feel 
sure you did not?) A.—I say I do not 
think I did. That means that I feel 
sure that I did not. 

Q.—Then they would not be under 
any obligation whatever to make any 


3096 ROYAL COMMISSION ON 


95th day, November 7, 1906. 


report to you, because they were not 
acting for you, but for the Union 
Trust Company? A.—They would not 
be under any legal obligation. 

Q.—Or any obligation? A.—It de- 
pends on how they might feel about 
it. 

Q.—What obligation can you sug- 
gest? A.—They might be willing to 
make a report to me. 

Q.—Why? A.—They might be will- 
ing to tell me. 

Q.—Tell you what? A.—What they 
found when they went out there. 

Q.—Why? A.—On account of the 
fact that I held the option. 

Q.—You did not send them out 
there? A.—No. 

Q.—They were not responsible to 
you and not your agents in making 
the examination; that is what you tell 
me? A.—Certainly they were not. 

Q.—Well, did they make a report 
to you? A.—I knew what— 

Q.—Did they make a report to you? 
A.—Not an express report. 

Q.—Do you say they did notP A. 
—Well, I do not remember whether 
they made an express report or not, 
but they told me of course and showed 
me what they did ascertain out 
there and from that I made up that 
statement that I produced. 

Q.—What I was asking you was did 
they make a specific report to you? 
A.—I do not remember; they may 
have done so. . 

Q.—Will you tell me if they did— 
now assume for a moment that they 
did—will you tell me how they came to 
report to you specifically when you 
were the vendor and when the Union 
Trust Company had employed them to 
go and report to the vendee? A.—I 
do not know as to that, how they came 
to do that I am sure. 

Q.—Can you give me any sugges- 
tion about it? A.—Well, here was 
the fact that I had the option on the 
property. 

Q.—You did not employ them to go 
out there? A.—Well, I do not think 
I did. 

Q.—You rather know that you did 
not? A.—I paid them for it after- 
wards. 

Q.— What? ALT epaide air. Mo- 
Cormick’s expenses. 

Q.—Did you? A.—I did, yes. 

Q.—We will see about that in a little 
while. You had not employed them to 
go out. They were going out for the 
benefit of the vendee. You were the 
vendor according to what you are tell- 
ing us—and I am not doubting that 
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for the moment—you were the vendor ; 
they were reporting for the vendee, 
and can you explain how they came 
to be reporting to the vendor if they 
did? A.—They probably reported to 
me, and they may have reported to 
me, and I returned—I showed the re- ° 
port or gave the report to the other 
people. That might be. I am not 
clear about that. I do not remember. 

Q.—What I want to get at is why 
they reported to you, what you can 
suggest as a reason for their reporting 
to you unless you had something to 
do with their authority to make the 
examination, unless they were under 
some obligation to report to you? A 
—What I said was this, that I could 
not recall giving them any instruc- 
tions to go out. It might have been 
that I did, you know, but I do not 


fee that I did, but it may be that I 
id. 


Q.—Why should you _instruct them? 
We have here a clear indication in 
the last letter that they were report- 
ing to Mr. Foster? A.—I certainly 
did correspond with him when we 
were out there. It may have been 
joint instructions. It may have been 
they were instructed jointly and that 
they reported to me as well as carry- 
ing on a communication with him. 
I do not know as to that. The facts: 
speak for themselves if they. did report 
to me. 


Q.—You have some memory about 
it or you have not? A.—TI told you 
this afternoon I thought that I made 
up a statement as to the limits and 
their values and so forth, from what 
I had received from them, and I sup- 
pose that was the report you are re- 


‘ferring to, so that there must have 


been a report. 


Q.—Unfortunately there was no 
date to that; so that I cannot identity 
it with the document I have in my 
hand now which has a date. Won’t 
you go so far as to tell me you did 
give them instructions before they 
went out to report? A.—I do not 
remember. 

Q.—Will you say you did or did 
not? A.—I say I do not remember. 
IT do not know whether I did or not. 
That is as far as I will go. 


Q.—You cannot of course say that 
you did not? A.—I cannot say tha: 
I did not. 


Q.—You have already told me that 
you knew they were going out for the 
Trust Company? A.—They were go- 
ing out to examine the property. 
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Q.—For the Trust Company? A. 
—I suppose for the Trust Company, 
because we were negotiating with the 
Trust Company and it may have 
been— 

Q.—Is there any doubt about that? 
A.—I do not know as to that. 

Q.—Don’t you know, Mr. Fowler, 
that upon your statements and upon 
the report of Mr. McCormick and 
Irwin the Trust Company bought? 
Don’t you know that that is so? A. 
—Yes. 

Q.—Is there any doubt about that? 
A.—No. 


Q.—You think that is so? A.—Yes. 

Q.—If they were buying upon the 
report of Messrs. McCormick and Ir- 
win they no doubt had done what the 
documents indicate; that is they had 
gone out there for the purposes of 
the Trust Company? A.—That is the 
inference that I would think not be- 
ing able to recall the exact facts at 
the present time. 


Q.—Now I want to take your own 
position just as you have told us it 
was. You were entirely at arms 
length with the Trust Company? A. 
—Oh no, I never said that. 

Q.—You must have been? A.—Ex- 
cuse me I never said so. 


Q.—Do you say you-were not? A. 
—I never said that. Why I had 
madeean application to the Trust 
Company to take up this property, 
and I would not be at arms length. 

Q.—If you say you were not at 
arms length that is enough. You were 
not in a position to deal with them 
without making disclosures; that is 
what arms length means? A.—As to 
what ? 

Q.—As to anything or everything? 
A.—I was in the position of a vendor. 
That is the position I claim I was in. 
I do not think you would call that 
arms length if you go to a man and 
ask him to purchase a property you 
have control of. 

Q.—Then are you not at arms 
length when you could deal with 
them without regard to any equities 
at all? A.—I could deal with the 
Union Trust Company without any 
equities at all. 

Q.—Then you were at arms Jength? 
A.—yYou can call it arms length or 
foots length or anything else. 

Q.—If you were at arms length as 
indicating what we are both agreed 
upon, you could deal with them in 
any way you chose, make any terms or 
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profits you chose? A.—That is my 
contention, whether I am right or 
not. That is my understanding. 

Q.—If you were in that position 
do you think it reconcilable that you 
should give instructions to the people 
they were sending out to value the 
property? Would you think it con- 
sistent with that position? A.—Well 
that might be or might not. I do 
not know what you mean by instruc- 
tions. It would not be inconsistent 
with that for me to say to these people 
“You go and examine that property 
and make an examination of it and see 
what it is worth and find out as to 
its value and that sort of thing,’’ 
There is nothing wrong about that. 
But if I had asked those people to. 
conceal the knowledge they had out 
there with respect to the property, 
that would be another matter. Then 
I would be interfering with their ser- 
vants or agents, 

Q.—You are putting it very admir- 
ably and I am obliged to you. You 
have done it better than I could, but 
you do not think it would have been 
inconsistent for you simply to have 
asked them when they were acting 
for the Trust Company to have con- 
temporaneously reported to you, you 
do not think that would be inconsis- 
tent? A.—No, why should it be? 
Supposing they made a report to both 
of us what wrong would there be in 
that. 


Q.—That is the document. I was 
asking you about, and I would like 
you to look at it, and see whether 
you got that from McCormick and 
Irwin while they were in the midst 
of this reporting for the Union Trust 
Company? A.—Well that is a re- 
port that appears to be addressed to 
me. 

Q.—Did you get itP 
pose I did. 

Q.—You suppose you got this? A. 
—Yes. 


Q.—This is a report by McCor- 
mick and Irwin? A.—yYes, I sup- 
pose it is the same report I got and 
handed to Mr. Foster. 

Q.—Can you say why they _ re- 
ported to you rather than Mr. Fos- 
ter? A.—I am not able to say now. 


Q.—You perhaps would not mind 
it going down upon the notes that 
the report to you is a much more 
elaborate report than the _ report 
made to Mr. Foster which we have 
just filed? A.—That letter? 


A.—I sup- 
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for themselves. This is. certainly. 


much more in detail. 

Q.—The one to you is much more 
in detailP A.—Yes. (Exhibit 698.) 

Q.—You said a little while ago 
that you thought you paid for the 
services of these gentlemen in mak- 
ing that report. Do you still think 
sop A.——Yes. 

Q.—When and how? A.—I gave 
Mr. McCormick, as I understood it, 
$1,000 for that purpose. 

Q.-— You, |[oave Mr, 
$1.000— A.—Afterwards. 

Q.—Afterwards you gave Mr. Mc- 
Cormick $1,000? A.—Yes. 

Q.—But I was speaking now about 
the expenses of the trip? A.—At 
that time? 

Q.—Yes? A.—No, I did not pay 
anything at all. 

Q.—Who did? A.—I do not know. 
I suppose they paid for it out of 
their own pocket as far as I recall 
now. I do not remember. 


Q.—I happen to have here an ac- 
count in respect of this amounting 
to $299.50 for these expenses, and I 
happen to have the cheque for the 
payment of the jbalance with Mr. 
Foster’s directions to make _ the 
cheque out and the cheque is the 
cheque of the Kamloops Lumber 
Company? A.—Well, that may be 
for expenses. 


Q.—Well. if you paid $1.000 after 
it was not in respect of these ex- 
penses? A.—It was in respect of this 
examination. 

Q.—Under what obligation were 
you to pay them anything in respect 
of this examination, pray? They 
were sent out by the vendees. What 
had you to do with that? A.—I paid 
it I know. I paid Mr. McCormick 
$1,000. 

Q.—I am coming to that in an- 
other question. But you had not sent 
them out as you tell me now. The 
Union Trust Company had? A.—You 
are not putting it quite fairly. I 
said I did not remember having done 
so, and I said I did not think I had 
done so. 

Q.—And I think you agreed with 
me, too, that if they were going out 
to make an independent report for 
the vendees you would not have con- 
sidered it proper that you should in- 
terfere by giving them any instruc- 
tions whatever. A.—I did not say so. 

Q.—I think you agreed with me? 
A.—Excuse me, I did not say that at 


McCormick 
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all. Do not say what I have not 
sald. . 

Q.—I do not want to. A.—As a 
matter of fact what I said was this; 
that if these people were going out 
to make an examination probably it 
would not be unfair on my part nor 
improper on my part to request them 
to make an examination. 


Q.—For you? A.—To ‘ask them to 
make a careful examination at the 
same time, because that report I 
could use supposing: the Union Trust 
Company did not come to terms and 
did not take over the property then 
I could use that report for the sale 
of the property to some one else. 

Q.—What I said you had agreed 
with me about was this; that it would 
not have been right fot you. the ven- 
dor to give them any direction or in- 
structions with regard to their report 
that they were to make to the Union 
Trust Company upon the Union Trust 
Company’s instructions. I think you 
agreed with me upon that, and you 
do now? A.—I said it would not be 
proper for me to instruct them to 
slight the property, or to make a 


wrongful report or anything of that 
sort, 


Q.—Or to give them instructions, 
or to say “‘I want you to do this for 
me and not for the Union Trust Com- 
pany.’ That would not be fair and 
you would not do it? A.—Not to 
say for them, not to do anything for 
the Union Trust Company, but to say 
for them to make a report to me, 
there would be nothing improper. 

Q.—‘‘But to make a report for me.’’ 
You would not have thought that was 
fair? A.—WhyP 


Q.—To make a report from the 


_ standpoint of the vendee—that would 


not be fair? A.—If they made an ac- 
curate report, what difference. 


Q.—I am sure you appreciate what 
I mean. They were sent out to make 
a report from the standpoint of the 
vendee who wanted to get to rock 
bottom? A.—yYes, but would not the 
vendor want to know what his pro- 
perty was? 


Q.—The vendor was trying to sell. 
Now, supposing the vendor says, ‘‘Now 
make a report from my standpoint.”’ 
That would not be fair? A.—No, not 
to make a report that would color the 
property. 

Q.—From the standpoint of the ven- 
dor as between him and the vendee? 
A.—But the vendor wants to know 
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just as well as the vendee what the 
value of the property is, does he not? 

Q.—Certainly. And I think you 
quite understand me and have quite 
agreed with me? A.—I quite under- 
stand you, but it does not follow I 
agree with you. 

Q.—I think you will, and I think 
you did. If there are two standpoints, 
the standpoint of the vendee who 
wants to get the property cheap and 
the standpoint of the vendor who 
wants to get all he can for it, if the 
vendee sends somebody to make a re- 
port is it proper in your view that 
the vendor should say, ‘‘Now, make a 
report from the standpoint of the 
vendor rather than from the stand- 


point of the vendee.’’ That would not — 


be fair? A.—The standpoint should 
be the same. Why should there ©. 
any difference between the standpoint 
of the vendee and the vendor. 

Q.—Then that would be fairP A. 
—Why should there be any difference? 

Q.—Do you say that would be fair? 
A.—I say there should not be any dif- 
ference between the two;. therefore if 
I said to make a report for me it 
would be perfectly. fair. 

Q.—I did not say for you, but from 
your standpoint? A.—Yes, from my 
standpoint. 

Q.—Then you think that would be 
fairP A.—Yes, because both stand- 
points should be exactly the same. 
aie they wanted to get at was the 
act. 

Q.—Look at that writing and see 
if you recognize it? A.—No, I do 
not recognize that writing. You mean 
this at the bottom. This is Mr. Fos- 
ter’s. ‘ 


Q.—NoP A.—You mean the body 
of it? 

Q.—Yes? A.—No, I do not know. 

Q.—Do you know Mr. Irwin’s hand- 
writing? A.—I think I do. 


Q.—There is his handwriting on the 
back of that cheque, is it the same 
writing as in that account? A.—No. 


Q.—You say it is not the same? A. 
—No, that is plain to anybody. That 
is just the actual cash paid out. 

Q.—List of monies paid out? A.— 
Yes. 

Q.—May I ask you next whether in 
connection with the $1,000 which you 
subsequently paid to Irwin, you had 
arranged beforehand with him, before 
he went out there, that you would 
pay him anything? A.—No, it is not 
Irwin at all. 

Q.—McCormick? A.—No, I had 
not arranged beforehand to pay him 
anything. 
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Q.—There was no arrangement be- 
forehand by which you were to pay 
him any money at all? A.—No, not 
before he went out. 

Q.—And there was no arrangement 
with the other manP A.—wNo. 

.—No arrangement with either of 
them? <A.—No. 

Q.—I put in these two documents, 
one of which is an account for $229.50 
and the other of which is a cheque 
for the balance, after a credit of 
$200 paid, by cheque of $99.50, the 
cheque of the Kamloops Lumber Com- 
pany, payable to William Irwin and 
Mr. Foster’s memorandum at the bot- 
tom you have said was in his writ- 
ing? A.—Yes. . 

.Q—‘‘Send cheque $99.50 and en- 
close receipt for $299.50 to be signed 
and returned, G.W.F.’’ Would you 
tell me whether in connection with 
this report which is now Exhibit 678, 
the report made to you, would you tell 
me whose handwriting the heading 
there is in? A.—That looks hke my 
own. 

Q.—Do you remember the presen- 
tation of this report to you? A.— 
No, I do not. 

Q.—You do not remember? A.— 
No. 

Q.—Do you remember what you did 
with it when you got it? A.—No. 

Q.—Do you remember to whom you 
gave it? A.—No. 

Q.—Then you are not able to say 
whether you passed it on to the Union 
Trust Company or not? A.—I do not 
know, I presume I did, but I do not 
know. 


Q.—Do you happen to remember, 
without reading it over now, that it 
was a report which was entirely sat- 
isfactory to you as the vendor? A.— 
Well, I remember the report was very 
satisfactory. 

Q.—Don’t you think the probability 
is that you did pass it on? A.—I 
may have, I dare say I did. In fact 
I have not any doubt about it. 


Q.—Now this was the document 
which passed between you and Peter 
Ryan when you took up the first op- 
tion, is it not? Or it may be a copy. 
I should not say it is the original, 
but that is the document? A.—You 
have the original, have you not? 

Q.—It may be in? A.—This would 
seem to be a copy of it. 

Q.—Now then, there is no doubt 
that that document was the basis, or 
the original of that document, of 
$225,000. was the basis of the bar- 
gaining between you and the Union 
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Trust Company? A.—Yes no doubt 
about that. 

Q.—Will you say you ever showed 
to the Union Trust Company the op- 
tion which preceded that, the option 
of October or November? iA.—Oh, 
yes, I ‘think I did. 

Q.—Do you say so with certainty? 
A.—I do not say with certainty, but 
J think I did. 

Q.—I am not going to trouble you 
by going over all that again, because 
I think I have already asked you what 
took place between you and the Com- 
pany, and whether you communicated 
the fact that you had the smaller 
figure to pay. Now, you told me when 
[ had the pleasure last of talking to 
you about this, that you had received 
from Mr. Ryan a considerable por- 
tion of the $55,000. Have you ascer- 
tained since, so that you could speak 
of that accurately, as to what you 
did receive? A.—No. 

Q.—Why not? A.—Well, because 
there were certain dealings between 
Mr. Ryan and myself which rendered 
it impossible for me to speak with ac- 
curacy, and then in the second place 
ia not feel that this was part of 
the 


Q.—You did not feel that way, but 
you were good enough to say at the 
end that you would get the informa- 
tion? A.—I beg your pardon, I did 
not say anything of the sort. 

Q.—I won’t say that you did, if 
you say you did not. The notes will 
show exactly what took place? A.— 
You have the cheques there. 

Q.—You thought that two cheques, 
each of $1,000, were probably not re- 
ferable to that $55,000? A.—Yes, I 
thought so at the time. 

Q.—Have you _ satisfied yourself 
about that yetP A.—No, I have not. 


Q.—Have you not taken any pains 
to ascertain about that? A.—Yes, I 
have taken pains to Jook that up. At 
that time I did not think they did. 
I am less doubtful about it now. They 
may have. 


Q.—Those two $1,000 cheques may 
have been part of the $55,000? A.— 
Yes, there were a number of cheques 
that passed between Ryan and myself 
outside this matter, and I thought it 
was possible these two cheques did not 
belong to it, but I rather think they 
do. I am not sure of it. 

Q.—You rather think they do? A. 
—I am inclined to think so. 

Q.—You have told me to-day you 
made some credits to him with respect 
to that by reason of the money you 
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got out of the Shuswap Company? 
A.—Yes. 

Q.—Can you tell me how much credit 
you gave in respect of that? A.— 
Well, I think it would be $4,000. 

Q.—You think so, but you are not 
quite sure in respect of that figure? 
A.—I think that is the figure. 

Q.—Cannot you tell me it all, because 
if you cannot tell me I do not know 
how you are ever going to settle with 
Peter Ryan, because you kept no books 
or cheques, or anything of the sort. 
How much does Peter Ryan owe you 
yet out of that $55,000? A.—I am 
not able to tell you yet. 

Q.—Can you tell me approximately ? 
A.—Oh well, I should think $5,000 or 
$6,000. 

Q.—That is after giving him all 
credits? A.—Yes. 

Q.—$5,000 or $6,000? A.—Yes. 

Q.—Was there any arrangement be- 
eee you and him about that? A. 
—No. 

Q.—Do you hold any security? A. 
—No, it is still open. 

Q.—But do you hold any security? 
A.—As to that? 

QO Vese A.—Well, Mr. Ryan 
claims I do not hold any security. 

Q.—What do you claim? A.—I 
claim that I do. 

Q.—You claim that you have secur- 
ity, for that 7 alA.Yes. 

Q.—What is the nature of the secur- 
ity? A.—A limit. 

Q.—What is the limit? A.—The 
limit known as the Albert Canyon 
Limit. 

Q.—What is the number of it? A. 
—I do not know. 

Q.—Could you tell if you had the 
documents before you? A.—Yes. 

Q.—Is it in this document? A.— 
No, it is not any of those limits. 

JUDGE MacTAVISH: Q.—That 
was the first option? A. i Yeser think 
that was in that first option. 

MR. SHEPLEY: Q.—How did he 
secure you upon that limit? How aid 
he give you the security as you claim? 
He denies: it of course? A.—Well, he 
transferred that limit to me. He did 
not say anything to me at the time 
when he made the transfer, and so I 
claimed to hold the limit as security 
for this balance. 

Q.—Is it in that document? A.— 
Yes, it is numbers 225, 235 and 271. 

Q.—Those are the three limits as 
to which he made an assignment to 


you to secure you in respect of the 
balance of the $55,000? A.—As to 
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which he made an assignment to me, 
you say. 

Q.—You claim that? A.—He made 
an assignment—I did not know any- 
thing about him making the assign- 
ment to me at all. He made an as- 
signment and he afterwards notified 
me that he had made the assignment. 
That is all he said. This notification 
did not say what it was for or any- 
thing of the kind. Then he after- 
wards asked me to re-assign, and I 
stated that I would re-assign on his 
settling the balance of the $55,000, 
and that is the way it stands. 

Q.—Did he not ever tell you why he 
assigned to you? A.—He never told 
me why he assigned. I had a sus- 
Picion why but he never told me. 

Q.—What did you think was the 
reason? A.—Oh well, that is another 
matter. 

Q.—You might tell me? A.—I do 
not think I have a right to say that. 

Q.—Would you rather not? A.—I 
prefer not. 

Q.—You say for some reason as to 
which you only had a suspicion, and 
which he never communicated to you, 
he made an assignment to you of these 
very limitsP A.—Yes. Of course 
there were things occurred which 
gave mea suspicion why it was. 

Q.—Tell me those things? A.—Oh 
no. 

Q.—Would you really rather not? 
A.—I would really rather not, because 
mee behe some person else besides my- 
self. 

Q.—Besidds yourself and himself? 
A.—Yes. 

Q.—I have a great deal of respect 
for both of you, but I would rather 
respect the secrets of anybody else 
because you have both been heard? 
A.—Those are the facts. He simply 
transferred to me those limits, with- 
out telling me he was going to do it 
before he did it, and afterwards he 
told me he had transferred those limits 
to me, and as I say I had a suspicion. 

Q.—By reason of certain circum- 
stances which had occurred? A.—Yes. 

Q.—And then when he demanded 
the limits back you said ‘‘You settle 
up and you will get the limit?” A. 
—Yes. 

Q.—If you want equity do equity? 
AP Oa 

Q.—Give me the balance of my $55,- 
000 and I will give you back your 
limit? A.—Exactly. 

Q.—I won’t trouble you about that 
more than to ask you this: Did the 
reason why he transferred the limit 
to you in your suspicion have any 
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connection with his giving you secur- 
ity? A.—Oh no, no. 

Q.—You do not think they were 
really transferred to you as security 
in the first instance? A.—I do not 
think he intended them as security. 

Q.—But you thought you would hold 
them as security? A.—Yes, I did, I 
was holding them as security. That 
is straight fact. 

MR. KENT: Q.—You went on the 
principle that what we have we hold? 
A.—Yes. 

Q.—Being a good Britisher? A.— 

es. 

_MR. SHEPLEY: Q.—That is the 
situation between you now that he is 
asking you to give up the limit and 
you are saying, ‘“‘Give me my $5.,- 
000.”” You assent to that? A.—yYes. 
I stated that a little while ago and I 
did not think it was necessary to state 
it again. 

Q.—Then you were good enough to 
Say when we separated last, subject 
of course to your saying you do not 
remember you were good enough to 
say that you would prepare a state- 
ment for me of the purposes to which 
you had devoted the $55,000? A.— 
You misunderstood me. JI had not 
consented to answer. I do not know 
what your notes are, but this is the 
fact, I had not consented to answer. 
You had asked me a certain question. 
Your Honours had ruled with respect 
to the matter, and then you said to 
me, ‘‘Now, we will let the examination 
rest here and you had better make a 
memo, of some things I will want you 
to answer with respect to.’ I made 
@ memorandum but I did not say that 
I would answer. . 

Q.—I am very anxious that you 
should not feel that I am unduly 
pressing you with regard to anything 
you promised to do, because that 
would not be fair and I do not want 
to do it, but I really thought you 
said so. This is what was stated, 
“T should not expect you to be able 
to tell me offhand, but you can pre- 
pare the statement for us.’’ (Reads 
from notes of evidence.) You did not 
intend to assent at allP A.—No. I 
made a memorandum. 

MR KENT: He said he would 
make a memorandum. | 

WITNESS: Yes, and I took it 
down here. 

MR. SHEPLEY: Q.—I would not 
at all desire to twist this so as to 
make you seem to -have made a 
promise you did not intend to make. 
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A.—That' is it exactly, “Then: you 
went on further and asked about the 
cheques and I said I would not say 
as to that. 

Q.—Then Mr. Foster has already 
told us that certain monies were 
paid to him, and the bank book 
shows that a certain cheque came out 
of this very $55,000P A.—Yes. 

Q.—And he has said that besides 
that particular cheque there were 
other monies, making in all some sum 
which he thinks may have amounted, 
I think he says, to $7,500 or there- 
abouts? A.—That is substantially 
correct. 

JUDGE MacTAVISH: He said 
not more than $7,000. 

WITNESS: That is substantially 
correct. 

MR. SHEPLEY: Q.—The books of 
the bank show that some of that 
money went to Irwin and some to 
McCormick. Will you tell me how 
much went to Irwin and how much 
went to McCormick? A.—Well, you 
see, Mr. Shepley, the point I take 
on that is just this. Now in the first 
place, according to my contention, I 
was not an agent of the company. 

Q.—I know? A.—And, therefore, 
that being the case, I was entitled 
to get the money. That is my con- 
tention. 

Q.—I understand that. A.—And if 
I am correct in my contention you 
have no right to enquire into that, 
absolutely none. 

Q.—You see already A,.—AI- 
ready a lot of evidence has been given 
with respect to it. I admit that. 

Q.—And it is not for me to say, 
but perhaps if you Will tell us the 
enquiry will lose very much of its 
point. How much did you give to 
Irwin, can you tell us? A.—You say 
that in a very coaxing way. 

Q.—That is my business, to coax 
and persuade, and to get the infor- 
mation with as little irritation as 
possible, and that is what I try to 
do. You did give Irwin a sum of 
money because the bank books show 
it? A.—Yes. 

(.—How much altogether? A.—I 
do not think you should ask me that. 
I tell you frankly I do not think it is 
pertinent to the enquiry and I do not 
think you should ask me. I do not 
want to claim any privilege to which 
I am entitled, because we have got 
along very pleasantly, and I prefer 
we should get along that way till the 
end. I should prefer not being asked 
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that. Why not let i 
bank Peni show ? hs ah 

Q.—1 will let it go at that if 
Say you did not give him “ie ae 
ae what the bank book shows? A. 
uae Tilley appears to object to 

Q.—No, he is telling me how I am 
giving the case away? A.—He does 
not believe in compromise, 

Q.—What would you say to that? 
peEr eee answer that. I did 
not give him any more th 
the bank books Siar ‘eae. 

Q.—I will take that answer and be 
entirely satisfied with it, because we 
already know what that is, and you 
will probably say “‘thank you’’ for 
nothing. Then with respect to the 
other gentleman, Mr. McCormick, let 
us put them on the same footing; 
how much did you give him? A.—I 
gave Mr. McCormick as out of this 
matter, as belonging to this matter— 
we had other dealings, but as_be- 
longing to this matter $1,000, which 
I intended as compensation for his 
eV a EN nse 

.—Hach o ese gentlemen 
$1,000 out of this particular Maia 
Ay—Yes. 

Q.—Then McCormick got $1,000? 
A.—Yes. ‘ 

Q.—Irwin got what the books 
show? A.—Got what the books show. 

Q—Will you tell me how much? 

No, no. 

Q.—You won’t tell me? A.—No, 
no. You said you would not ask that. 
You said you were going to be satis- 
fied. You must not take the advice 
of Juniors. It is not always good 
advice. These young fellows are im- 
petuous and they want the seniors 
to get into trouble and go back on 
their word). 

Q.—Each of them got $1,000 in re- 
spect of this matter. Will you say 
that? A.—No, I have said all I am 
going to say with respect to it, and 
all you should ask me. 

Q.—And you would hold me to a 
mistake when I did not hold you to 
one? A.—No, but I would hold you 
to your word. 

Q.—Even if it was given mistak- 
ingly? A.—How mistakingly?P 

Q.—Because I was mixing Irwin 
with McCormick? A.—No, I do not 
think you were. 

Q.—However we will not argue 
about that. You would rather not 
tell me more about Irwin? <A.—No. 
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Q.—You did compensate Mr. Irwin, 
you did compensate Mr. McCormick. 
You did give Mr. McCormick $1,000 
and you gave Mr. Irwin what the 
bank books show? A.—Exactly. 

Q.—Your compensation to them 
was why? Put it again so that we 
may have it clear. Because they have 
had some trouble in the matter? A.— 
Exactly. 

Q.—About the Great West lands 
there was a question I want to ask 
you. Mr. Griffin has told us that 
in respect of eertain lands included 
in your purchase from the Canadian 
Pacific no contracts had been made, 
amounting to 6,500 acres. You agree 
to that? A.—I think that is correct. 
I agree with Mr. Griffin’s evidence 
with respect to the matter. I follow- 
ed it. I think his evidence is about 
correct. 

Q.—In respect to these 6,500 acres 
Mr. Griffin says there is a balance of 
money to the credit of you and your 
associates in suspense amounting . to 
some $3,500 odd which has been saved 
after adjusting all the other pay- 
ments. Do you agree to that? A.— 
I do not know as to that. I do not 
know how their books stand. I know 
we paid a certain amount. 

Q.—You got that back? A.—Well, 
but this money that stands there to 
the credit was not the money from 
any purchaser from us. 

Q.—Not from the Union Trust 
Company? A.—No, sir. 

Q.—Did you not get back the 
whole $60,000 you paidP A.—Yes, 
but we paid monies outside of the 
$60,000 on account of the land pur- 
chased. The Great West Land Com- 
pany have got land for every dollar 
they invested—every cent. That was 
all adjusted between them and the 
C:P.R. 

Q.—So I understood from Mr. Fos- 
ter? A—So that the $3,500 

Q—If you tell me that in addition 
to the $60,000 you and your asso- 
ciates have been paying over money? 
A.—yYes, we have. 

Q.—Have you been paying any other 
moneys other than for the lands you 
got upon which there are contracts? 
A.—Yes. 

Q.—Outside of this 6,500 acres? A. 
—Yes. 

Q.—Not specificially upon this? A. 
—I do not know whether you call it 
specificially upon this. We paid this 
much money, money that is lying there 
to our credit, which I supposed was 
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applied on those lands until I heard 
Mr. Griffin say to the contrary. 

Q.—He says it is in suspense? A. 
—I did not know until I heard him 
say that. That money was paid by 
us, not paid by the Great West Land 
Company or the Bellhouse people to 
whom we sold. 

Q.—And not paid by the Great West 
Land Company? A.—No. 

Q.—Or the Union Trust Company ? 
A.—No. 

Q.—Not paid by any person else but 
yourselves? A.—WNo. 

Q.—And that means payment out- 
side of the $60,000? A.—Yes, and 
therefore it is moneys that the Union 
Trust Company, or the Great West 
Land Company, or Bellhouse, repre- 
senting the English syndicate, have 
nothing whatever to do with. 


Q.—Just another question with re- 
gard to that. You heard what Mr. 
Griffin said that the time for your 
taking care of those lands has gone 
by? A.—Yes. 

Q.—And I suppose you do not in- 
tend to let the lands go? A.—Do you 
suppose that is a proper question to 
ask me. 

Q.—Yes? A.—Tell me why. 

Q.—Because it bears on the very 
next question I am going to ask you. 
Do you intend— A.—Why should I 
answer what I intend to do with re- 
spect to property absolutely outside— 


Q.—I might have asked you whether 
you intend to give that to the Great 
West Land Company. You do not in- 
tend to do that?. A.—Well, I should 
hope not. I think we gave them 
enough. 

Q.—I won’t press the question if 
you object to it, I do not think it ‘s 
very important. Would you mind tell- 
ing me why it so happens that the 
lands which are included in the 6,- 
500 acres which nobody has got up 
till now, happen to be located here 
and there right along the line of the 
railway according to the map that is in 
the land department? A.—Well, you 
have already questioned me with re- 
spect to that matter and [ told you— 

Q.—You did not tell me that. I 
had not seen the map then? A.—That 
is the very thing I did tell you. Now 
you forget. You asked me how these 
compared with respect to quality with 
the other lands first, and I said they 
were about the same in quality. Then 
I volunteered the statement—you did 
not even ask me—I volunteered the 
statement that they probably lay closer 
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to the railway than some of the other 
land. Now that is what I said. 

Q.—And as a matter of fact they 
do lie right along the line of the rail- 
way? A.—Well no, I would not say 
that. Some of them may. Some of 
these other lands are further away. 
As far as the quality is concerned I 
do not know anything about it. 

Q.—I do not care anything about 
it? A.—Just a moment to make that 
clear to you; while you had certain 
information which was open to every- 
body else, just as Mr. Griffin has said 
here, it was open to everybody else, 
we had certain information with re- 
spect to the route, yet the railway 
when it was run did not necessarily 
follow that exact route. It might be 
one or two or three or four miles 
away from there, and therefore while 
we may’ have kept those lands, think- 
ing that they were going to be very 
close, yet they might not in the end 
prove to be as close as we expected, 
or they might prove to be closer, be- 
cause we were not aware. We had 
not the accurate road as it would be 
finally laid, as your Honours will 
understand. 

Q.—Have you seen at all the map 
which Mr. Griffin has showng the loca- 
tion of the 6,500 acres? A.—No. 

Q.—You have never seen it? A.— 
No, not the map he exhibited here. 

Q.—He showed me where the 6,500 
acres were? A.—I did not see that. 
I did not know he was pointing that 
out or I would have come up and look- 
ed at it. 

Q.—He did not point it out yester- 
day, because I thought you would tell 
me about that, and I think you have 
probably told me as much as I want 
to know about that. Just one other 
question then I think I can let you go. 
I am not quite sure that I ‘asked you 
when you were examined before 
whether you had had any conference 
or talk with the Great West Land 
Company or Union Trust Company 
people with respect to your holding 
back these lands since the tact «hat 
you did hold them back became »ub- 
lic? A.—No, none whatever. 

Q.—You did not have any at all? 
A.—No. 

Q.—Now, without at all going back 
on my word to you I want to see 
whether the cheques which are marked 
Irwin in this bank book are cheques 
which refer to this. There is a cheque 
for $1,000 of the 12th February? A. 
—Let me look it over and I will see. 

Q.—I am not going to ask you about 
cheques which have no names put op- 
posite them by the bank? A.—Well, 
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there are cheques there that have not 
anything to do with this—oh no, wait; 
I was takng them as ditto; where they 
carry the number they carry down the 
list of figures and that deceived me 

Q.—Have those that are marked Ir- 
win reference to this matter? A.— 
Yes. 

Q.—That will help us very much. 
Still I shall not break my promise to 
you, but don’t you think it would be 
just as convenient that you should 
tell us the gross amount so as not to 
bring Irwin here, because I am not 
under any promise to him? A.— 
Why cannot you add those? 

Q.—If you will negotiate with me 
and let me add them up and ask if 
that is allP A.—I thought that was 
what we had said. All you have to 
do is to add them up and you will 
get at the total. Everything as far 
as Irwin was concerned was paid by 
cheque and you will find them there. 

Q.—I find here $12.000. Is that all? 
You said I could ask you if that was 
all? A.—I think that about covers it 
as far as I can remember. 

Q.—And that was all referable to 
this $55,000? A.—Yes. 

Q.—Then that is all Mr. Fowler? 

MR. SHEPLEY: Those exhibits 
which are not duplicates I will have 
copies made of and return the original 
to you and those that are duplicates 
I will return to you, but you will not 
ask me to do that to-night? 


WITNESS: No. 


ELLIOTT G. STEVENSON, recall- 
ed. Examined by MR. TILLEY. 

Q.—Mr. Wilson, in his evidence, 
related some conversations that he 
said took place with you, in which 
he made you aware of transactions 
he was entering into with Mr. 
DuVernet. Did you hear his evidence 
or read it? A.—I was not present, 
aut I was informed of the substance 
of it. 

Q.—Are you sufficiently acquainted 
with it to be able to make a state- 
ment of your version of the matter 
without my reminding you particu- 
larly what he said? A.—My .under- 
standing is that Wilson stated that 
the time the transaction was closed 
with Mr. . DuVernet, or about the 
time it was being closed, he came to 
me and asked me if I had any objec- 
tion to his joining Mr. DuVernet as 
a purchaser. My recollection is not 
in accord with that at all. My re- 
collection is that the first time I ever 
heard of his thinking of joining Mr. 
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DuVernet was shortly after Mr. Du- 
Vernet went to Europe, which was in 
the neighbourhood of two months 
later. He then said to me something 
about taking a half interest in Mr. 
DuVernet’s third interest and asked 
me if I had any objection to it. I 
told him I had no objection to it. 
He later told me that he had acquir- 
ed a half interest in Mr. DuVernet’s 
third interest. That is all I know 
about it. At the time the transac- 
tion occurred I knew of nobody in 
the transaction except Mr. DuVernet 
and did not know that Mr. Wilson 
was concerned in the transaction and 
knew nothing about the $25,000. 

Q.—Then is it right to say that 
from the conversation you had with 
Mr. Wilson at that time that. you 
gathered that he was then entering 
into a transaction with Mr. DuVer- 
net? A.—About two months after 
the transaction had been closed. 


Q.—And that up to that date you 
gathered from what he said to you 
that he was not in any arrangement 
with Mr. DuVernet regarding his 
share of the Union Trust Company’s 
stock? A.—My understanding at 
that time was that he was represent- 
ing us. 

Q.—Representing you entirely? A. 
—Yes. 


Q.—And that his negotiation with 
Mr. DuVernet was an entirely sub- 
sequent matter, clear of the original 
transaction? A.—Entirely so. That 
is my recollection of the matter. 

Q.—Then did he disclose to you 
any commission that he was receiv- 
ing? A.—He did not at that time. 

Q.—Was there anything said at 
that time or at any other time about 
the commission? A.—On the day that 
Mr. Wilson returned from the west, 
while this investigation was progress- 
ing, I was informed by Mr. McWhin- 
ney that Mr. Wilson would return 
on the afternoon train, and I told 
Mr. McWhinney that I would like to 
see Mr. Wilson upon his arrival. Mr. 
McWhinney telephondd me a little 
later on that Mr. Wilson was down 
in Mr. DuVernet’s office. That was 
perhaps half an hour after the train 
was due to arrive. I got down there 
and found Mr. Wilson and Mr. Mc- 
Whinney together. I then told him 
in substance what. I have been asked 
about with reference to the commis- 
sion, and what I have said in my 
testimony, that he had represented as 
in the matter, that he had no right to 
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take any compensation from any one 
but us, and that if he had received 
any compensation from the purchaser 
that we should insist upon its being 
accounted for, that he, from my view, 
had no right whatever to deal with 
the purchaser in any such way. He 
said to me, “You are quite right, 
Mr. Stevenson, but I did not do 
that.’? Upon that assurance I left the 
matter, that he quite assented to the 
proposition that he was representing 
us, and that he had no right to take 
any compensation from the other side 
of the transaction. 

Q.—And you understood that he 
had not done so? A.—He told me 
at that time that he had not. 

Q.—At what date was that about? 
A.—Well, it was just a day or two 
before Mr. Wilson was called as a 
witness. ; 

Q.—That was while the investiga- 
tion was on? A.—He went west 
about the time the Foresters was 
taken up, on the manufacturers’ trip 
to the west, and was called back by 
a telegram. It was unon the day 
that he returned from Winnipeg to 
appear before the commission. 

Q.—The option that was given by 
the Foresters on the Union Trust 
Company’s stock was given to Mr. 
Wilson? A.—Mr. Wilson prepared 
the paper. it was left blank and he 
asked me if I had 

Q.—When you say it was left blank 
you mean the name of the person to 
whom the option was addressed—it 
was a blankP A.—Yes. He said, 
‘““Have you any objection to Mr. 
DuVernet’s name being inserted in 
this and having this option?’’ I said, 
“T do not know Mr. DuVernet at 
all and I do object to this matter 
being hawked about. If it is going 
to be a sale I am entirely satisfied, 
but I do object to Mr. DuVernet, or 
somebody else I do not know, having 
this option to hawk about.’’ He said, 
‘‘Perhaps my name had better be in- 
serted, and they will see from that 
that'I have authority to deal with 
the matter,’?’ and upon that sugges- 
tion Mr. Wilson’s name was inserted 
in that blank space, and simply to 
protect us from having the option 
hawked about. 

Q.—You gathered from what was 
said to you at the time that Mr. 
DuVernet was then considering the 
transaction or pledged to the tran- 
saction one side or the other? A.—I 
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did not know whether Mr. DuVernet 
was going to deal for himself or not. 
I assumed he was not, and if he had 
not made his arrangement definitely 
I did not want him to take it out 
and offer it around. If he was pre- 
pared to close it, I was quite prepar- 
ed to close it on the basis of the 
sale that was finally made. 

Q.—What knowledge have you, if 
any, as to any commission paid to 
or claimed by Mr. Wilson in connec- 
tion with any sale of lands belonging 
to the Union Trust Company, or any 
of what we might call subsidiary com- 
panies? If you have no knowledge 
of it I will take that statement, but 
if you have any knowledge, I would 
like to know what it is? A.—It is 
pretty difficult to say whether what 
I have is knowledge or not. I under- 
stand, if you have no objection to 
stating what I understand 

Q.—That is all we can ask? A.—TI 
understand from parties who have 
been concerned in the matter—I have 
never been a director of the Great 
West Land Company and have not 
had access to their records—but a sale 
was made to a Mr. Leitch of 100,000 
acres of the Great West Lands, that 
Mr. Wilson charged a commission of 
25 cents an acre, or $25,000. 


Q.—He acting for the vendors on 
the sale of the land, or affecting the 
sale for the vendors? A.—He was 
one of the officers of the Great West 
Land Company. Of course I know 
nothing personally about the negotia- 
tions. 

Q.—Do you know whether that has 
been paid or not? A.—I understand 
it has not been paid. 


Q.—Do you know whether he was 
paid any commission by the purchasers 
of the lands? A.—I understand not. 
Mr. Leitch is in the room here. He 
told me that he paid Mr. Wilson for 
his services $800. 


Q.—That would be in connection 
with the same transaction as he was 
claiming the $25,000 from the Great 
West Land Company? A.—That was 
my understanding, only what I under- 
stood from one of the directors of the 
company. He told me he had made 
a claim of that kind. 


Q.—Have you given any further 
consideration to the question of the 
meetings that were held when certain 
bonused stocks were directed to be re- 
turned to the syndicate composed of 
Foster, Wilson and McGillivray? A. 
—I have read very carefully all that 
has been said on that subject with a 
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view of refreshing my recollection. I 
have recalled the circumstances of that 
day and I can only say that after go- 
ing all over it I am confirmed in the 
view that I originally had, that I never 
understood that any stock was being 
turned over for the mortgage or on 
account of that transaction except the 
stock representing the cash advances, 
and that the bonus stock was never 
included or considered or thought of. 
My recollection in that respect is just 
in accord with Colonel Davidson’s and 
Mr. Ross’s. 

Q.—Would you say as to the possi- 
bility of any such resolution being 
made by you formally or informally at 
any meeting? A.—It is absolutely im- 
possible. If I had written any such 
resolution as is said I certainly would 
have recalled it, because I would have 
had the matter in mind. 

Q.—And you say that no such a 
resolution was prepared by you? A. 
—I say that no such a resolution was 
prepared or offered by me. 

Q.—What do you say as to the cus- 
tom of signing the book by the direc- 
tors when the meeting would com- 
mence? A.—I suppose the invariable 
custom was to sign the attendance 
book. 

Q.—You say you supposed that. Is 
that your recollection of your habit 
when attending meetings? ~A.—We 
have commented upon it a number of 
times, that Colonel Davidson prides 
himself on attending every meeting 
substantially and almost the first 
thing that is done when we gather 
in the board room is to pass out the 
book for. signature. 

Q.—Are the books on the table ready 
for signature? A.—Yes. 


Q.—That is attended to before the 
meeting by some person in the Trust 
Company offices, and as you sit down 
the book is passed round? A.—Yes. 
Of course occasionally some one may 
come in late. 


Q.—And overlook it? A.—Yes, brt 
of course I could not swear it never 
was omitted. but I can recall no in- 
stance in which it was not done at 
any meeting I attended. 


Q.—You have heard the evidence 
given by Mr. Fowler as to his posi- 
tion and his connection with the 
transactions of the Union Trust 
Company and the Kamloops Com- 
pany. Is there anything that 
you have to say as to your view 
of the matter in addition to what 
you said in your evidence? A.—TI 
can only say in that regat'? what I 
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say about the other matter; that as 
these matters have been gone over 
I have not only reflected upon it, but 
endeavored to refresh my recollection, 
and my recollection as I gave it be- 
fore I think is more than confirmed 
by the documents themselves. For 
instance in the agreement of the 8th 
February it says, ‘‘Whereas the ven- 
dor’? (Reads) ‘‘and have applied to 
the Union Trust Company of Toronto 
to join them in such purchase.” I 
understood when we were invited to 
join them in that purchase that we 
were not buying from him. If. we 
were joining with him we were with 
him purchasing this property from 
Peter Ryan; and in the document at- 
tached to it there is a distinct and 
definite representation that the price 
of this property is $225,000, ‘‘wit- 
nesseth that the vendor hereby sells 
to the purchaser at and for the price 
of $225,000.”’ My understanding is 
that that is a distinct representation 
on the part of Mr. Fowler that that 
was the purchase price. Now in the 
document that he has just referred 
to, the assignment of the rights under 
this agreement dated December 28th, 
the concluding clause in that paper 
says, ‘‘now, therefore, the said ven- 
dor’—which is Mr. Fowler—‘‘does 
hereby grant, assign, set over, etc., 
all the right, title, and interest, etc., 
in or under or in pursuance of the 
said agreement or indenture dated 
26th January, 1904, the said vendee 
paying the consideration therefor.’’ 
Mr. Fowler said over his signature 
that we were paying a consideration 
therefor, and he said that considera- 
tion was $225,000. That is exactly 
what we understood we were doing. 
He represented that was the consid- 
eration, and he stated here that we 
were to pay that consideration. We 
were not to pay Mr. Fowler $55,000 
or any other sum as profits, and we 
were not dealing with him as a pur- 
chaser at all, and further than that, 
the report made to Mr. Fowler of the 
men that were going to examine this 
property for us demonstrate to my 
mind that the report was made to 
him for us because they knew he was 
acting with us. 


Q.—That is what you read out of 
the documents. I suppose the docu- 
ments are there? A.—That is why I 
say I am confirmed in the view as 
first stated, and every document shows 
it. Take the document of June 18th, 
‘‘whereas the said company has ad- 
vanced money from time to time for 
the purchase of?’— 
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Q.—That is the idea that perme- 
ates all the literature that was pre- 
pared at the time? A.—Yes, and my 
memory in that regard is confirmed 
by the examination of these docu- 
ments that I had not gone over at 
the time I gave my previous testi- 
mony. ,_ 

Q.—What I was particularly asking 
was whether there had occurred to 
you since any circumstances or any 
matters of fact that would probably 
occur as the result of Mr. Fowler’s 
evidence. If there was anything of 
that kind, then, of course, the evi- 
dence you gave before and the docu- 
ments will speak for themselves? A. 
—I think I covered that pretty fully. 

Q.—That is all you have to say on 
that subject? A.—Yes. 

MALCOLM lL. LEITCH, sworn. 
Examined by: 

MR. TILLEY: Q.—What position 
do you hold? What is your occupa- 
tion or work? A.—I am in connec- 
tion with the Empire Accident and 
Surety Company. I am the Presi- 
dent. 

Q.—Have you at any time been con- 
cerned in anv purchase of land from 
the Union Trust Company or the 
Great West Land Company? A.—! 
have. 

Q.—How large a block of land? A. 
100,000 acres. 

Q.—Who was the purchaser of that? 
Yourself or a company? A.—There 
were three in the agreement of pur- 
chase, Mr. J. H. F. Blue, Mr. M. 
B. Coltman and myself. Afterwards 
I made an arrangement by which I 
hold the lands myself. 

Q.—Is any person connected with 
the Union Trust Companv or the 
Great West Land Company interested 
with you in the purchase? A.—In 
the purchase, no. First it was 
thought to put these lands in the 
shape ‘of ‘a company, to capitalize 
it and make a company out of it. 
Then before buying these lands or 
ebeut the time they were bought, Mr. 
Wilson. K.C., said he would like to 
teke $5,000 stock himself. 


Q—In the propesed company? A. 
—In the proposed company, in the 
shape of preferred stock or prefer- 
ence stock. Then in the meantime be- 
fore the 'company was floated I got 
an offer of turning over 60,000 acres 
of the land, so the company was never 
completed, but Mr. Wilson put in 
$5.000. less his legal expenses. 

Q.—He put in your hands do you 
mean? A.—In my hands. 
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Q.—For the proposed company? A. 
— Yes. 


Q.—$5,000 of his own money? A. 
—Yes. 

Q.—Not the Union Trust Company 
money? A.—No. 

Q.—Or any other money? A.—His 
own money. 

Q.—His own private money? A. 
—Yes. 

Q.—And it was intended that that 
would be used in buying stock in the 
company that was formed or had you 
then abandoned that? A.—We knew 
at that time that the company would 
not be formed, but he got a certain 
paper—of course, I did not expect to 
be called on, and I have not the papers 
with me—which he said was equiva- 
lent to putting his money in in pre- 
ference stock. 

Q.—This document which was drawn 
up, when you signed on receipt of 
the money, put him in the same posi- 
tion as he would have occupied prac- 
tically if he had taken preference 
stock in your company? A.—Yes. 


Q.—You say that that $5,000 was 
not all paid but there was some de- 
duction from it in respect of legal 
services? In respect of what legal 
services P A.—Well, he saw about 
getting a charter. First it was thought 
we were going to have a charter. Of 
course afterwards that was abandoned, 
and on the best of my recollection I 


never got the detailed account from 
him at all. 


Q.—Did it cover any services con- 
nected with the purchase of the lands? 
A.—Yes. I should have said also that 
Mr. Matthew Wilson, K.C., was our 
solicitor—to be our solicitor—in con- 
nection with the new company if it 


were formed, and acted as our soli- 
citor. 


Q.—Did he act in connection with 
the purchase of the lands for you? 
Did you consider it soP A.—No, I 
think not. He acted entirely for the 
Great West Land Company, or for 
that company. 


Q.—And when was the arrangement 
made with him that he should occupy 
the position of solicitor for the com- 
pany that was to be formed and handle 
the lands? A.—Well. it was proposed 
after that year about the 8ame time. 


Q.—Was it part of the negotiation 
for the sale? A.—No, I think the 
sale was completed, to some extent at 
least. The sale was begun before that, 
because I had an idea that he could 
not act as our solicitor on account of 
acting for the other people. 
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Q.—And you did express that idea? 
A= -Yes elecias 

Q.—What was the outcome? A.— 
He said there was nothing to prevent 
him from acting for both. 

Q.—How did you come to pay him 
any money for his services in connec- 
tion with the transaction of purchase 
when you understood that he was act- 
ing for the owners of the land? A.— 
But that was after he had acted for 
us that I paid him that money. 

Q.—You said the money was to cover 
work that he did in connection with 
the purchase? A.—Yes, work that he 
did in connection,—not in connection 
with the purchase for us, more leading 
up I suppose, to the getting of the 
charter. 

Q.—Do you say your remuneration 
was not because he secured for you 
these lands? A.—Oh no; no connec- 
tion whatever with that. 

Q.—When you decided to buy the 
lands what steps did you take to 
identify the lands, do you remember? 
How did you do that? Did you have 
a formal agreement prepared? A.— 
Yes, there was a formal agreement 
prepared, an agreement of purchase. 

Q.—Did you sign the paper setting 
out the lands that you selected, com- 
prising 1893 sections, making 89,477 
acres? A.—Well yes, I might say I 
signed that, for I signed it afterwards. 
Mr. Coltman and Mr. Blue went into 
that matter with Mr. Wilson, and they 
called me up in my office in London, 
and I assented to it over the ’phone 
and afterwards signed. 

Q.—And where did you sign? A.— 
In Toronto. 

Q.—Did Mr. Foster sign at the same 
time as you did? A.—I think he 
signed some paper, whether he signed 
that one or not. 

Q.—In what capacity did he sign? 
A.—I do not know. I would just like 
to have the paper. I have not the 
paper with me. 

Q.—I am told that you signed some 
such statement as this, ‘‘the foregoing 
list of lands chosen by us.’’ (Reads). 
Do you remember signing something 
like that? A.—Yes. 

Q.—‘‘The foregoing lands chosen by 
us??? A.—Yes. ; 

Q.—In what capacity did he sign? 
A.—He made a selection, I suppose 
it would be on behalf of the Great 
West Land Company. , 

Q.—He identified that, acting for | 
them ? A.—Yes, he took the map 
and if I recollect rightly out of a 
block of so many acres he selected 
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every alternate section, and I took 
the other section. . 

Q.—He selected what he was retain- 
ing or the Great West Land Company 
was retaining? A.—Yes. 

Q.—Or what they were selling to 
your A.—I selected what they were 
selling to us and he retained what 
they were keeping. : 

Q.—He pointed out what they were 
going to retainP A.—Yes. ? 

Q.—And does that account for his 
signing along with you? A.—I sup- 
pose it does. 

Q.—Had he any interest in the pur- 
chase along with you? A.—No. 

Q.—Neither in the original transac- 
tion or since? A.—WNo. 

Q.—No interest in the matter what- 
ever? A.—None whatever. 

MR. TILLEY: We might adjourn 
now to to-morrow morning at 11, when 
the Life Underwriters Association will 
have representatives here to address 
Your Honour. 

JUDGE MacTAVISH: Yes. 

The Commission adjourned at 10 
p.m. November 7th, till 11 a.m. No- 
vember 8th, 1906. 


Sel 


NINETY-SIXTH DAY. 
MORNING SESSION. 
Ottawa, Ont., November 8th, i906. 
LIFE UNDERWRITERS’ ASSOCIA- 
TION. 


MR. TILLEY: The representatives 
of the Underwriters’ Life Association 
are here this morning, and before 
having a discussion with them I pro- 
pose to call the Secretary, Mr. Milne, 
in order to show the nature of the 
Association, the extent of its mem- 
bership, and so on. . 

WILLIAM S. MILNE, sworn. Ex- 
amined by MR. TILLEY: 

Q.—You are the secretary of the 
Life Underwriters’ Association? A. 
-—l)ram, 

Q.—Is that the proper name that 
IT have used? A.—That is correct. 

Q.—When was _it formed? A.— 
Provisionally on June Ath of this 
year, and that provisional under- 
standing or agreement was constitu- 
tionally made permanent on the 25th 
one that in the month of June 
the Association was organized? A.— 
Quite so. 


3109 


Life Underwriters’ Association, 
(Mr. William S. Milne, Ex’d.. 


Q:—Prior to June had there been 
any association of life insurance 
underwriters? A.—There had been 
several local associations, but nothing 
of a Canadian character. 

Q.—Just state what you mean by 
local | associations. Associations in 
certain towns? A.—In certain cities, 
certain localities. 

Q.—Not covering even a province? 
A.—Oh, no. 

Q.—Then what is the difference in 
the extent of membership between 
the present association and _ these 
former local associations? A.—Well, 
the Canadian body is comprehensive, 
It takes in all the provinces, we have 
associations in every province. Be- 
ginning with the east, we have one 
in each of the maritime provinces, 
three in Quebec, eight in Ontario, 
and one in each of the other four 
provinces. 

Q.—Are you in affiliation with any 

American body? A.—Yes. ~ . 
_ Q.—Would you just describe the 
relationship that exists? A.—We sap- 
plied for affiliation with the National 
Association of Life Underwriters of 
the United States, and the petition 
was accepted. 

Q.—That is an association in the 
United States? A.—Yes. 

Q.—Is it an. association that has 
been in existence for any length of 
time? A—I should think 23 years 
would be the time. 

Q.—But prior to June of this year 
it was never extended into Canada? 
A.—Not at all, no. 

Q.—And then you formed your 
body here, and applied to the Ameri- 


can body for affiliation with them? 
A.—Yes. 


Q.—Have you any printed rules or 
constitution? A.—I have a copy of 
the constitution. 


Q.—Would you lét me make that 
an exhibit? A.—Yes. (Exhibit 680.) 

Q.—Is your association’ an incor- 
porated body here? A.—WNo, sir. 


Q.—It is merely an aggregation of 
insurance agents with a name? A.— 
That is all. 


Q.—But without any corporate or 
legal existence as an entity? A.— 
Not incorporated at all as yet. 


Q.—Has there been any discussion 
as to the advisability of incorporat- 
ing? A.—It has been discussed. 
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Q.—Has any decision been arrived 
at with regard to thatP A.—Not as 
yet. 

Q.—The advantages and disadvan- 
tages I suppose aré being considered ? 
A.—Quite so. 

Q.—Who is the president of the 
association? A.—Mr. G. H. Allen of 
Montreal. 

Q.—Mr. Allen I understand is not 
able to be here to-day? A.—No, he 
is under the doctor’s care. 

Q.—And then besides yourself as 
secretary what other officers have you? 
A.—We have nine vice-presidents ; 
that is one for each of the provinces, 
treasurer, secretary and_ executive 
committee of eight members. There is 
also an honorary president. 

Q.—Is there any place named as 
the: head office of the association? A. 
SN Sir 

Q.—Meetings would be held at such 
places as would be decided on from 
time to time? A.—dQuite so. 

Q.—There is no place according to 
your constitution where head office 
meetings as it were are to be held? 
A.—It is fixed at the annual meeting. 

Q.—To what extent is it open to 
any life insurance agent to join this 
association ? A.—The door is wide 
open. 

Q.—Is there a membership fee? A. 
Ves. 

Q.—To pay the disbursements that 
would be incurred I suppose? A.— 
He joins the local associat’on, and the 
local association is in affiliation with 
our Canadian body. 

Q.—Does the Canadian body fix the 
fee or the local association? A.—The 
local association have the power to fix 
their own fees. 

Q.—And is it necessary that an 
agent should be in any way proposed 
for a membership or-balloted onP A. 
—That is a matter of the constitu- 
tion, a matter of the by-laws of the 
local assuciation. 

Q.—It is not a matter that the 
Canadian body dictates in any way to 
the local? A.—No. 

Q.—Can you say as a fact what 
rules prevail with regard to that gen- 
erally throughout CanadaP A.—I 
think that there is no rule covering 
that point. A man who is known to 
be engaged in field work in connec- 
tion with some reputable life insur- 
ance company would be admitted. 

Q.—Is it understood that the persons 
who become members devote substan- 
tially their whole time to insurance 
work? » A.—yYes, 
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Q.—They are not admitted if they 
carry it on as a— A.—No, it has to 
be an active field man, devoting his 
time and attention to life insurance 
work. 

Q.—Has there been any constitution 
or rules adopted except what are shown 
in this printed pamphlet, so far as the 
Canadian body is concerned? A.— 
None whatever sir. 

Q.—Are any rules adopted so far 
as you know, in the local association 
whereby a member becomes expelled or 
excluded if he carries on his work in 
a way that the assocation does not 
aD of P A.—Not that I am aware 
of. 

Q.—That might exist in the local? 
A.—Yes. 

Q.—Then probably the best way 
will be just to run over the main pro- 
visions of this set of by-laws and con- 
stitution, which need not appear upon 
the notes. (Reads by-laws). Then, 
Mr. Milne, are there.any local asso- 
ciations that were in existence when 
the Canadian body was formed that 
have not~come in? A.—No sir. 

Q.—Is there any association of 
agents outside of your association 
now? A.—Not that I am aware of. 

Q.—And can you say in round 
figures what proportion of agents are 
members of your association and how 
many are outside of your association 
in Canada? A.—At the present time, 
at least on the 30th September, the 
membership was 500. 

Q.—That is the membership of your 
association? A.—Yes. 

Q.—And can you say how many 
qualified agents there would beP A. 
—I would not like to say. 

MR. LANGMUIR: Q.—Can you 
estimate it? A.—I would not care to. 

MR. TILLEY: Q.—Does your asso- 
ciation substantially represent the 
body of life insurance agents now in 
Canada? <A.—Yes. 

Q.—You think that there is no other 
interest that could be brought here 
to give a view that would not be in 
accord witht the ideas of your associa- 
tion? A.—I do not think it possible. 

MR. GEARY: No questions. 

MR. TILLEY: Then I _ propose 
that your Honour should hear what 
the representatives who have been 
sent to speak for this Association shall 
have to say, without in any way ask- 
ing that they should be put on oath, 
more for the purpose of being able to 
make the best possible recommenda- 
tions when the report that Your Hon- 
ours must present will come to be 
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drawn. If anything that is said is 
based on facts that are supposed 
to exist, then I would ask Your Hon- 
ours to let me at any time prove or 
disprove the existence of the facts that 
are alleged, so that that will be done 
under oath and in the regular way 
before your Honours. The president 
of the Association I learn could not 
be here within any reasonable time 
and for that reason we must get on 
without him, but if he has any mem- 
orandum that he desires to hand in at 
any time I am sure your Honours will 
be glad to receive it. 

JUDGE MacTAVISH: Certainly, 
we will receive it at any time. 

MR. TILLEY: Mr. Reid of the ex- 
ecutive is here, and possibly in the 
absence of the president I might ask 
him to say what he desires to present. 

MR. REID: Gentlemen of the 
Commission, in the unavoidable ab- 
sence of President Allen, owing to 
illness, the duty devolves upon me 
at the eleventh hour to take the 
initiative in introducing the subject 
matter before you. I am pleased to 
be accompanied by the following 
members of the executive: H. C. 
Cox, Toronto; W. S. Milne, Toronto ; 
Mr. A. S. McGregor, London; Mr. 
T. J. Parkes, Montreal; Mr. G. H. 
Simpson, Montreal; Mr. C. 0. 
Palmer, Sherbrooke, and Mr. R. H. 
Haycock, President, and members of 
the local association. I may say that 
our duty, as it has appeared to us, 
has been quite plain in regard to 
our interview with your Honourable 
Body. We have conceived it to con- 
sist in laying before you, in as clear, 
as concise and as forcible a manner 
as possible, a statement of the posi- 
tion from the agents’ point of view. 
I think we may feel like congratu- 
lating ourselves on both the tone 
and the spirit of the memorial which 
we shall ask permission to lay on the 
table. We have felt as in duty 
bound to treat the different matters 
coming before us from a purely 
Canadian standpoint. I think your 
Honours will have sympathy with us 
and approve of our attitude in this 
regard. While we appear 1n differ- 
ent places and different relations, 
we still, I think, occupy the broad 
platform of citizenship in this young 
country, and desire that the Domin- 
ion and its institutions and interests 
should feel that we have a commun- 
ity of interest in desiring that they 
should be furthered along all the 
linos of true national development. 
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If you will permit a personal refer- 
ence to your Commission, which is, 
I wish to say, shorn of all flattery, 
il desire to say, gentlemen, that in 
my judgment you are one of the 
most important, if not the most im- 
portant, Commission that has ever 
served under Royal sanction in Can- 
ada. And why? Because you are 
dealing with one of the greatest in- 
terests in the Dominion, an interest 
representing $637,000,000 of insur- 
ance carried by the people of Can- 
ada. Now, this large amount of 
insurance, it strikes me, is one of 
the most encouraging signs of the 
times, and is a striking object lesson 
on the thrift of Canadians, and if 
you will permit me also to say that 
during the progress of this investi- 
gation, which has now extended over 
several months, and represents long 
and arduous labours—labours which 
I am sure you are anxious to have 
brought to a  conclusion—I am 
pleased to know that our people 
have been free from anything in the 
nature of that panicky condition 
which attacks some of our neighbours 
across the line. In the face of the 
busy attitude of a portion of the 
press in trying to excite our people 
in this way, by taking five per cent. 
of the evidence that might be in any 
way construed into the sensational] 
and publishing that with all the scare 
head lines, while the ninety-five per 
cent. of real good in the evidence 
is ignored. I say in the face of that 
our people have refrained from in- 
dulging in the panic which we have 
witnessed in the United States, and 
it strikes me that this is an evidence 
that our people have confidence, on 
the whole, in the business and the 
social civilization in the country. 
And why should they not have con- 
fidence in the life insurance com: 
panies in Canada today? I say that 
under the supervision by the Federal 
authority of our life insurance com- 
panies, the inspection is so severe 
that any such condition of affairs as 
was revealed in the Armstrong in- 
vestigation is practically impossible 
under the conditions that exist in 
this country. I think that the in- 
vestigation has amply proven that 
the statement made by Finance Min- 
ister Fielding in the initial days of 
the Armstrong investigation, when 
public excitement was so high, that 
insurers in Canadian companies were 
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amply protected and abundantly 
safeguarded, has been borne out by 
the logic of events, which you gentle- 
men have brought out in your dif- 
ferent investigations. I do not in- 
tend to take up the time of the 
Commission. I refer to the large 
amount of insurance carried—and 
we agents can take a pardonable 
pride in being factors in contribut- 
ing to this condition of things. We 
have prepared, as I have said, a 
memorial to lay before you. Mr. T. 
J. Parkes, of Montreal, has brought 
the memorial with him, and I shall 
ask your Honours’ permission to 
permit him to present it. 

MR. T. J. PARKES then read the 
memorial to the Commission. 

MR. TILLEY: This will be made 
an exhibit (Exhibit 681.) We will 
have extra copies made. 

MR. PARKES: I do not wish to 
dwell on any of the paragraphs un- 
less it is the wish of the Commis- 
sion, and I will simply read the 
memorial in the concise form in 
which it is prepared. 

MR. TILLEY: I should probably 
say that we have no desire that you 
or any other representative body 
should in any way curtail what they 
desire to say. The day is set apart 
for the life underwriters, and they 
will take the whole of it, or such 
part of it as they. desire. We shall 
be very glad to hear Mr. Parkes, 
or any other member, in explanation 
of the topics which are mentioned 
in the report. 

MR. PARKES: The reports state 
that rebating should be prohibited 
by legislation, both fFederal and 
Provincial. I might- be permitted to 
say that in Quebec we have already 
taken steps to secure incorporation, 
and we had an interview with 
Premier Gouin to see whether we 
could get that put through, and also 
to obtain an anti-rebate law. 

MR. LEBEUF: Does the Associa- 
tion you have just referred to repre- 
sent the Province of Quebec or 
simply Montreal and Quebec? 

MR. PARKES: The three asso- 
ciations, Montreal, Quebec and Sher- 
brooke. They are the only associa- 
tions in that province and embrace 
the whole province. 

JUDGE MacTAVISH: Is it in 
contemplation to secure three sepa- 
rate corporations? 


MR. PARKES: Oh no, sir 
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JUDGE MacTAVISH:. One incor- 
poration? . 

MR. PARKES: One incorporation 
for the three bodies, with a central 
board of control. 

MR. TILLEY: And with power to 
add branches in other places in 
Quebee? 

MR. PARKES: Yes. 

MR. KENT: Is fifty per cent. the 
proper rate of commission? 

MR. PARKES: The average rate of 
commission up till recently has been 
about forty-eight per cent. While it 
is true that there are rates of com- 
mission running as high, I am told, 
in some cases, as sixty and seventy 
per cent, yet the average rate on the 
whole business is, I believe I am cor- 
rect in saying, forty-eight per cent. 
MR. LANGMUIR: I suppose that 
is eliminating any portion of the re- 
bating, if any has been given to an 
agent? 

MR. PARKES: Beg pardon. 
_MR. LANGMUIR: Does that forty- 
eight per cent. eliminate any portion 
of rebating that may have come into 
the hands of an agent? In other words 
is that the pure commission? 

MR. PARKES: That is the pure 
commission. If he allows any rebate 
it has to come out of that. 

MR. LANGMUIR: In every case? 

MR. PARKES: Yes. 

MR. LANGMUIR: That is the rule? 

MR. PARKES: Yes, that is the 
rule. JI think, perhaps, I might be 
be permitted to make, a remark, as 
[ have not found that it has been 
brought out in any evidence which has 
been placed before your Honours. 
While it is true that the rebate has 
to come out of this commission, vet 
in some cases the companies, in order 
to keep.the agent alive, have had to 
make an advance to him to provide 
bread and butter— 

MR. TILIT™Y: We have had evi- 
dence as to that? 

MR. LANGMUIR: That has been 
shown. 

MR. PARKES: And that has been 
brought as a debit against them at 
the end of the year, and it is like 
a millstone around his neck. Then 
paragraph No. 6 reads—(reads para- 
graph No. 6). 

MR. KENT: That is the most im- 
portant part of your memorial. 

MR. PARKES: As far as we have 
gone, your Honour. 


MR. KENT :Or as far as we go. 


MR. PARKES: I stand corrected. 
Then we come to the question of pub- 
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icity, and I think I may say that 
we are coming to the crux of the thing 
when we come to the matter of pub- 
licity. Although our remarks on it 


are very brief I would like to make it © 


as emphatic as I can. (Reads para- 
graph.) 

MR. KENT: You leave out one 
very important part that publicity 
will cure, and that is the expenses 
of head office management. 

MR. PARKES: Well, there it is. 
3s it not, your Honour? ‘‘The cost of 
new business, the cost of taking care 
of old business.”? 


MR. KENT: Well, of course, the 
agent could not be expected to criti- 
cize the acts, still less the salaries of 
their principals. So that I do not 
expect to find any direct reference 
to the salaries of the presidents or 
other officers of the companies. 


MR. PARKES: The trouble is we 
are representing so many companies 
that we can scarcely present a com- 
mon argument on that point. Some 
of our members might object to criti- 
cize their presidents although per- 
sonally I would not object for one 
moment to criticize the president of 
my own company or any other com- 
pany who was receiving an excessive 
salary compared with the amount of 
risk he is running, and the large 
amount of funds he is controlling. 


MR. KENT: Where the president 


of an insurance company or any other 
company is a thousand dollar man, 
receiving a ten thousand dollar sal- 
ary, it seems to me it is a fraud on 
the policy holders. Life insurance pro- 
fits should be paid according to merit 
and not according to the size of the 
company. That has always been my 
view. The great abuse in the Ameri- 
can companies which has been refer- 
red +>, arose from the fact of an ever 
crowing surplus which is always ris- 
ing to the clouds, and every officer 
thought that he should have a share 
of it in order to keep it down. That 
is how we find $150,000 men who 
probably. if thev were left to their 
own devices, could not earn $1,000 a 
year. 

MR. PARKES: I should be most 
happy to express an opinion on that 
subject if I had received any mandate 
from the executive committee to do 


SO 

MR. KENT: I would not like any 
expression of ovinion from you. I am 
simply expressing my opinion. I did 
not desire and I do not expect any 
opinion from the agents. I under- 
stand the delicacy of their position. 


Life Underwriters’. Association. 
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MR. REID: The point is this: it 
is probably unfair to take an excep- 
tional case. You should take ae aver- 
age case, 

MR. KENT: I have spoken gener- 
ally, because there is no officer in any 
company in Canada receiving $150,- 
000 a year. 

MR. PARKES: Not yet. 


MR. KENT: So that my remarks 
cannot be personal to any officer in 
Canada; at the same time I cannot 
shut my eyes to the fact that expenses 
and salaries are always increasing 
without, sometimes, any apparent in- 
crease in the merit of the recipient. 
If a man. was receiving a salary 
simply because the surplus of his com- 
pany is increasing, what shall he re- 
ceive in twenty years from now when 
the company reaches an enormous size 
—the size predicted by all well wishers 
of the country, politicians or others? 
We are always referring to our grow- 
ing country. In the natural course 
of “things these salaries will grow in 
proportion to the growth of the coun- 


_try, and then probably before some 


of us die we will see $150,000 men in 
Canada. 

MR. PARKES: 
be there. 


MR. TILLEY: Mr. Parkes says 
that that is all that he desires to say 
just at the moment. If any of the 
other gentlemen present desire to say 
anything I would suggest that your 
Honours should hear them now, but if 
not, it might be useful if your Hon- 
ours, after receiving this document 
which is so full of suggestions should 
adjourn until two or half-past two 
this afternoon, thus affording an op- 
portunity to consider it a little fur- 
ther, and then probably the agents 
could appear before your Honours 
again to discuss any point that might 
occur to your Honours. There are a 
creat many suggestions in the docu- 
ment and it is probably as well it 
should be fully considered and discuss- 

I suggest that to your Honours. 


MR. KENT: It has been stated a 
good many times in the course of our 
investigation that the agents commis- 
sion on new business was more in the 
neighborhood of seventy per cent. 
than fifty. If the agents here are pre- 
pared to maintain that the average 
rate of commission is forty-eight per 
cent. or thereabouts we may be com- 
pelled to look further into this ques- 
tion. My idea always has been—and 
it has been gathered from the evi- 


We hope we may 
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dence—that the agent receives seventy 
or seventy-five per cent. of the new 
premiums in every case. 

MR. TILLEY: That is on the best 
plan. Usually the commissions I think 
have been shown to be graded, seventy 
being about the Highest paid on any 
plan of insurance, and it runs from 
seventy down to twenty. 

MR. PARKES: Fifteen. 

MR. KENT: Blackadar said that 
it was sixty. 

MR. PARKES: He was alluding to 
the graded commission, sixty per cent. 
on the most favorable plan, and it 
runs down according to the period 
thaf the policy is for. A ten year 
policy does not carry as much com- 
mission with it as a twenty year pol- 
icy or a life policy. 

MR. KENT: The agents are dread- 
ing, as is evident through the whole 
of the memorial, some rash action on 
the part of the Commission, which I 
think they have no reason to fear. 


MR. PARKES: No, your Honour, 
we do not fear rash actions, but we do 
fear lest the condition of legislation 
in the neighboring republic might so 
affect the minds of the Commission 
that they might be induced to follow 
suit. 


MR. KENT: But there are a great 
many recommendations in your memor- 
ial which, however well meaning, are 
perfectly needless. You may rest as- 
sured that this Commission is not go- 
ing to break any windows. 


MR. PARKES: May I explain our 
position with regard to that very mat- 
ter. You are alluding to the remarks 
we made with regard to New York 
legislation. 

MR. KENT: Yes. 

MR. PARKES: When the first cir- 
cular was issued by the president of 
the Life Underwriters Association of 
Canada, Mr. Allen, whose absence I 
deeply regret to-day, and who would 
have addressed your Honours, there 
was a clause in that circular which 
attracted the attention of your coun- 
sel and in his invitation to us he 
specifically referred to that clause. 
The clause reads thus, ‘‘Now, here in 
Canada we are surrounded with a sit- 
uation demanding great care and sound 
judgment.’? (Reads clause). I think 
your Honours will admit that we did 
not take the ground that we were 
afraid you were going to make rash 
recommendations, but the reverse. 
That clause attracted the attention of 
your counsel, and in his letter invit- 
ing the Canadian Underwriters Asso- 
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ciation to send representatives here 
he specifically refers to it. In the 


second clause of his letter, June 22nd, 


he says, ‘‘It seems by the circular is- 
sued by your society under date 2nd 
June, 1903.’’ (Reads letter). So that 
I must very humbly submit that your’ 
Honour is mistaken in thinking we 
were afraid you were going to make 
rash recommendations. 

_ MR. KENT: What we want to get 
is cheaper insurance without in any 
way impairing the guarantee which a 
company should give to its policy- 
holders. We want the insurance com- 
panies to live forever, but the policy- 
holder wants to get his insurance as 
cheaply as he can get it consistent with 
perfect safety. He does not want the 
agent to run away with any more 
commission than it is necessary for 
him to charge. He does not want 
any portion of his premium, we won’t 
say squandered, but diverted in any 
other unnecessary way. This commis- 
sion of course will be required to make 
certain recommendations, which are 
not easy in their nature, but that ‘s 
why we would like assistance from the 
agents as from the company, to see 
just in which way, to speak vulgarly, 
we should hit them. 


MR. PARKES: Hit the companies 
or the agents? 
MR. KENT: Both. 


MR. LANGMUIR: What results 
would you consider to be the proper 
test in regard to what you look upon 
as the experimental legislation in the 
United States, to make it successful 
or the reverse? Would it be an in- 
crease or a decrease of insurance, a 
cheapening of insurance or rendering 
it more expensive, or what would be 
your test, that the experimental had 
become either successful or the re- 
verse? 


MR. PARKES: Do I understand 
your Honour’s meaning? What is our 
test of the success of the experimental 
legislation P 

MR. LANGMUIR: It is claimed 
now that it is entirely experimental. 
What results will put it beyond the 
experimental P 

MR. PARKES: I have not con- 
sulted my colleagues about this, but 
I presume I may speak. 


MR. LANGMUIR: I would like you 
to consider that. We must assume 
that this body in Albany gave great 
consideration to this important sub- 
ject. We do not necessarily take them 
as a guide, but to reverse their deci- 
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sion entirely would perhaps do a gréat 
deal of harm; so I would like to know, 
speaking’ for myself what you would 
consider the proper test if it has pass- 
ed beyond the experimental stage. 
MR. PARKES: If it should prove 
in a year or two that insurance can 
be sold at a less cost than has been 
the result in the past through the 
working out of the New York legis- 
lation, then the experiment would be 
a success, but as you notice we take 
exception to that, because we say 
you are going so to hamper the com- 
panies that they will not be able to 


branch out in the direction of more 


business. 

MR. LANGMUIR: That is a very 
proper standpoint for an agent to 
take. 

MR. REID: I would like to add 
that the logic of events has shown 
that legislation will not, and cannot, 
cheapen insurance. 

MR. KENT: I rather dissent from 
you there, Mr. Reid. I think that 
legislation will probably be found to 
cheapen insurance. 

MR. PARKES: Does not the al- 
most euclid quotation I gave about 
fill the bill, ‘‘the maximum of pub- 
licity, the minimum of legislation, 
and competition will do the rest’’? 

MR. KENT: It is very good. It 
is one of the best parts of your 
memorial. 

MR. PARKES: I said we were 
eoming to something better when 
Commissioner Kent spoke to me be- 
fore. We believe that if the door 
is thrown wide open and the com- 
panies are under the searchlight of 
the public they cannot but live right, 
and we believe, too, that our com- 
panies to-day,- and our managers, 
and the large bulk of our agents, 
are, every man of them, resolved 
that their business shall be conducted 
upon perfectly square, just and hon- 
est lines, and that everything shall 
be done to reduce expenses and put 
insurance within the reach of the 
public at the least possible expense. 
But a man has to live. The poor, 
plodding agent, like myself, has to 
live. and a large amount of his work 
is thrown away as far as he is con- 
eerned. After he has devoted weeks 
and months of canvassing some other 
man steps in and gets the benefit of 
his work. Of course, on the other 
hand. he sometimes reaps the benefit 
of the other man’s work, but as a 
rule we find our missionary efforts 
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are not as amply repaid as we would 
wish. 

MR. KENT: There is no doubt 
that the work of this Commission 
will be in great part to turn the 
limelight as far as possible on all 
you gentlemen and companies, so 
that you may live and work in open 
day and your policy-holders may be 
aware of what you are doing. 

MR. PARKES: We want that 
very thing. 

MR. KENT: Even the greatest 
thief does not steal in broad day- 
light, as a general rule, but waits 
until it gets dark. 

MR. McGREGOR: Mr. Parkes 
has asked to have the limelight 
thrown on us and on the companies. 

MR. KENT: I am glad to see the 
agents have emphasized that par- 
ticularly. 


MR. PARKES: While the agents 
have been exposed to a good deal of 
public calumny and slander—I think 
I may say that—— 

MR. KENT: Say criticism. 

MR. PARKES: Yes, undue severe 
criticism, I think the bulk of the 
agents are men who have a stricter 
regard for the morality of their busi- 
ness than the bulk of men in any 
other business, and during late years 
it has been more and more insisted 
upon that in our profession—and we 
are taking that high ground to-day, 
that the men that canvass ought to 
be in a profession—and that is why 
in our recommendation we ask you 
to enable us to put our business upon 
the rank of a profession. Speaking 
personally—and I think in doing so 
I express the sentiment of the execu- 
tive committee—we believe our busi- 
ness ranks as high in the benefits it 
affords to the public as almost any 
profession in the country, and we 
wish to raise the status of the agent 
in the field, to be able to raise that 
status by legislative action, that we 
may get rid of those men that have 
in the past—and we confess it with 
humility and shame—cast a_ reflec- 
tion upon our business. We do not 
hide the fact that there are men in 
our business, as in any other busi- 
ness. who have been a disgrace to 
the cloth, and from them we wish 
to protect ourselves, and we think 
we are justified in asking the Com- 
mission to enable us to protect our- 


‘selves, even as barristers and attor- 


neys can protect themselves, because 
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they have made it possible where a 
member does anything that is oppos- 
ed to the etiquette of the bar that 
he should be debarred, and the same 
with the notaries, the accountants, 
and the actuaries, and if we can get 
in that position, I think your Hon- 
ours will find that the morale of the 
profession is strong enough to clear 
out of its ranks those who should 
not be there. 

MR. LEBEUF: Are you speaking 
of all the agents when you say that? 
MR. PARKES: Of all of them. 
MR. LEBEUF: I ask the question 
because whenever I have spoken to 
any of the presidents or managers 
of companies, and asked them if they 
thought by incorporating the agents 
as a body it would raise their ‘stand- 
ing, in every case they have said, 
‘‘Well, we do not think it.’”’ I am 
glad you have a different opinion. 
MR. PARKES: My confreres ‘who 
are here to-day are, most of them, 
in managerial positions, and I think 
they will fully support the statement 
I have made that we believe that 
incorporation and placing of these 
pewers in the hands of agents would 
raise the standard, and we would 
have the power to do that which we 
desire, and at the same time it would 
not lessen the amount of good mater- 
ial which the managers could put 
upon the field to canvass the public. 
MR. LEBEUF: And you would 
not have a class of agents going to 
the poor people and getting them to 
take out policies which they do not 
understand, and then _ afterwards 
these poor people would find that 

thev -were bound to drop out. 

MR. PARKES: And policies which 
the agent perhaps did not under- 
stond. 


MR. LeBEUF: That is true. 
MR. PARKES: Absolutely true. 


There are too many cases of agents 
soing on the field who do not know 
the first principles of insurance, let 
alone honesty. That kind of agent 
will sell a twenty payment life on the 
basis of a twenty payment endowment. 
We admit that. A twenty payment 
life is offered to him and a twenty 
payment endowment is the rate given 
to him. 

MR. REID: And it is these men 
who are making insurance a refuge. 

MR. TILLEY: Would you cut out 
such men from membership? 

MR. REID: I will say there is a 
determined effort on the part of the 
reputable old established companies to 
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steer clear of employing men of that 
stamp, but in the great rush for or- 
ganization which competition induces. 
in the case more particularly of some 
of the younger companies, men of that 
stamp are taken, which is a disgrace 
to any calling. 

MR. PARKES: Mr. Tilley asked the 
question whether we would debar these 
men from our association. As far as 
we have consulted together in regard 
to the incorporation of a body our idea 
was that a certificate should be grant- 
ed to duly authorized agents. At first 
the examination would have to be of a 
very simple character, and we would 
issue preliminary certificates good for 
three or six months to men who wished 
to try the business to see whether they 
were fit for it or not, and the manager 
would have to accept the responsibility 
for them. Then when the three months 
or six months probation term had ex- 
pired they would have to pass a more 
severe examination on practical arith- 
metic and on the different plans of in- 
surance, and as the incorporated body 
increases in strength and gathers to it- 
self the good feeling of all the insur- 
ance companies, then the examinations 
could be made more and more rigorous, 
not that a man should be an actuary, 
but at all events that he should have 
some glimmerings of insurance matters. 

MR. KENT: He should know the 
different rates and premiums and the 
different plans anyway. 

MR. PARKES: And he should 
know the difference between a twenty 
year endowment, a limited policy, a 
twenty payment policy and an all life 
policy. 

MR. KENT: And he should know 
the difference between fire insurance 
and life insurance? 


MR. PARKES: Yes. 

MR. LANGMUIR: I take it for 
granted that your association has 
given great consideration to every 
recommendation here. Now respecting 
investments, do I understand your 
association is in favor of free trade 
in investments? You do not want 
any restriction at allP ? 

JUDGE MacTAVISH: No change 
IT understood. 

MR LANGMUIR: The memorial 
says that any limitation which res- 
tricts the investment impairs the com- 
pany. Do you take that stand? 


MR. PARKES: I do not know that 
we would go quite so far as that. 


MR. LANGMUIR: TI am very glad 
to hear it. 
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MR. PARKES: We take the 
ground that anything that prevents 
the company making a_ legitimate 
profit increases the cost of insurance 
and therefore interferes with our sell- 
ing of business. 

MR. LANGMUIR: You would not 
be in favor of taking Cobalt securities, 
which are paying an enormous profit? 

MR. PARKES: I am not in the 
investment department. 

MR. LANGMUIR:. You are making 
a recommendation here, and assuming 
you to be a body capable of making 
recommendations to the Commission, 
and you set them out here and you 
state here that there should be no 
restriction on investments. . Now 
coming from a body of men whose 
interests are bound up in the welfare 
of the companies they represent it 
seems to me that is a very broad 
recommendation. 

MR. PARKES: Is not the total 
outcome of our recommendation in 
No. 9 rather that we recommend that 
nothing further should be done to fur- 
ther restrict ? 

MR. LANGMUIR: No you say no 
further restriction, and then you go 
on to quote that Great Britain and 
Massachusetts do not restrict, and the 
House of Lords have made no recom- 
mendation to restrict. The tendency 
of the whole recommendation is that 
there should be in your opinion no 
restriction of investments. It strikes 
me so. Am I wrong in that conclu- 
sion P 

MR. PARKES: I do not think the 
executive wish to take any such strong 
stand as that. As I interpret the feel- 
ing of the executive it was more that 
as far as the Canadian law stands at 
present it has gone quite far enough. 

MR. TILLEY: Do you approve of 
section 50 as it stands? 


MR. PARKES: In section Four we 
call attention to the discrimination in 
favor of the British and American 
companies. That is as to outside in- 
vestment, but I mean as to the power 
of Canadian companies to invest here. 


MR. Langmuir: You know the law 
for the protection of widows and or- 
phans in what is known as the Trus- 
tee Investment Act steps in and says 
to all trustees and executors ‘‘You 
must invest in this and that and 
nothing else, and if you make a loss 
in investing in anything else you 
should pay it. Do you think vour 
insurance moneys are trust funds? 

MR. PARKES: Not to the same 
extent as in the case of a trustee for 
a widow. 
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MR. LANGMUIR: Why not? Does 
it not go to the widows and orphans? 

MR. PARKES: Not in every case. 

MR. LANGMUIR: Then _ those 
moneys that do not go in that way go 
to speculators who are trying to get 
interest on their money. 

MR. PARKES: And for endow- 
ment and some for old age. 

MR. LANGMUIR: But the great 
bulk of it goes to the widows and 
orphans? 

MR. PARKES: Yes. 

MR. REID: There is no doubt 
about that. There is no doubt that 
while the trust must be safe, owing 
to the present conditions of life in- 
surance it must also be made profit- 
able, because the investment element 
has entered into life insurance. What 
we mean in the recommendation is 
that there should be no restriction 
insofar as safe investments were con- 
cerned, and we take it that the gen- 
eral law and the charters under which 
these companies act will regulate the 
kind of investment they are engaged 
in, but we mean to say that while 
the investment must be made under 
present conditions it must be profit- 
able, and anything that will prevent 
them earning profits will interfere 
with the paying of policies. 

MR. LANGMUIR: Always having 
regard to safety. 

MR. PARKES: Yes. 


MR. LANGMUIR: I think you have 
put this a little stronger than you 
intended to put it. 

MR. TILLEY: Does ‘the company 
want to make profit or get interest 
on their money? 


MR. PARKES: They must earn 
three and a half per cent. 


MR. TILLEY: Should they be re- 
stricted in their investments, or al- 
lowed to endeavor to make profit? 


MR. LANGMUIR: You want to 
provide first for the safety of the in- 
vestment. 

MR. PARKES: Yes, and the sec- 
ond profit. 

MR. COX: I think this was the 
gist of the platform we laid down, 
just to make some reference to the 
question of investment, with the feel- 
ing that that was a point which 
naturally and properly come under ad- 
visement between the Royal Commis- 
sion and the managers of the com- 
panies. 

JUDGE MacTAVISH: I was going 
to say that it seemed to me to be a 
question in which the agents or the 
Life Underwriters’ Association did not 
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have as great an interest as they had 
in some of the other questions in the 
memorial, 

MR. COX: We just wanted to get 
‘As indication of opinion along that 
ine. 

MR. TILLEY: What I was going 
to suggest was that probably your 
Honours would like to read over this 
memorandum more carefully and meet 
the agents again because they have 
come some distance and it would be 
a pity to let them go before the mat- 
ter was fully considered. 

MR. LANGMUIR: If we adjourn 
till three o’clock we could have an op- 
portunity of considering the question. 


The Commission then adjourned till 
three o’clock. 


AFTERNOON SITTING. 


The Commission resumed at three 
p.m. 


MR. TILLEY: In going over the 
memorandum that has been handed 
in it seems to me that possibly it is 
but fair to the agents that some evi- 
dence should be given before your 
Honours to establish the per cent. of 
the agents average commission. 


JUDGE MacTAVISH: Yes. 


MR. TILLEY: And what the aver- 
age agent nets in his business, and 
for that. purpose I will call Mr. Cox. 

HERBERT C. COX sworn, examin- 
ed by 

MR. TILLEY: Q.—You are con- 
nected with the Canada Life Insur- 
ance Company? A.—Yes. 

Q.—In what capacity? A.—As a 
general agent or a branch manager. 

Q.—Covering what territory in Can- 
ada P A.—The eastern half of the 
province of Ontario, east of Toronto. 

Q.—And are the agents who operate 
in that part of Ontario under your 
jurisdiction? A.—Yes. 

Q.—And do you take the pains to 
ascertain what the average commis- 
sion of these agents isP A.—Yes sir. 

Q.—And how do you arrive at it? 
A.—By taking the first year’s prem- 
ium of any year’s business and the 
total commissions paid to them. For 
instance our commissions run all the 
way from sixty-five per cent. on an all 
life policy with profits down to two 
or two and a half per cent. on a single 
premium policy. Commissions vary 
according to the plan of policy. 

Q.—Then you make that computa- 
tion in respect of new business? A. 
—In respect of new business. 


6 EDWARD VII, A. 1906 


Life Underwriters’ Association. 
(Mr. Herbert C. Cox, Ex’d.) 


Q.—Then in respect of renewal busi- 
ness do you make any computation 
there too? A.—No, we pay our men 
a regular renewal rate. Any aver- 
ages that I have ever struck have been 
just on the first year’s_cost. ean 

Q.—Will you tell the commission 
what the result of your computation 
has been? A.—On a business covering 
in eastern Ontario from a million and 
a half to two million dollars a year, 
which is the production of that branch, 
the average commission worked out 
year by year over a series of years 
has been from forty-eight to fifty per 
cent. 

Q.—Forty-eight to fifty per cent. 
of the new business? A.—Of the new 
business. Of the new premiums. ; 

Q.—Can you say how that compares 
with other companies in a general 
way? A.—Well, I should think ‘t 
would be very much the same as other 
companies. There is not a very wide 
difference. 

Q.—So that you think it would be 
fair to say that that is the average 
premium, average return for agents in 
Ontario or in Canada? A.—I would 
think so, I would think that quite 
fair. 

MR. KENT: Q.—That is forty- 
eight to fifty per cent. of the gross 
premiums? A.—Yes. 

MR. TILLEY: Q.—Of the gross 
first year premiums? A.—Of the 
premiums on which we sell the policy. 

Q.—It is stated in the memor- 
ial that has been put in this morn- 
ing that it was shown before the Arm- 
strong commission that the average 
income of an agent was under $800 
per year. That is what is stated in 
your memorial. How does that com- 
pare with the average income of a 
Canadian insurance agent? A.—I 
would think it would be about the 
same. 

Q.—The average agent might write 
about how much insurance? A.— 
Well, we consider a man who writes 
$100,000 a year a fairly good man. 
That is the basis upon which these 
figures are made. Of course some of 
them would be more than that and 
others would be less. 

Q.—Are you speaking now of agents 
who devote their whole time to the 
work? A.—Who devote their whole 
time. 

Q.—Many of them who devote their 
whole time would write less than that 
sumP A.—Yes. 

Q.—And some would write more? 
A.—But I think it right to say that if 
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a&@ man is writing less than $50,000 a 
year he cannot devote his whole time 
to it. He may be doing some fire in- 
surance or something else. 


Q.—Under $50,000, he could not 
continue at that rate? A.—No. 


Q.—Without adding something else 
to his line of work? A.—wNo. 


Q.—On that basis what would his 
commission be? About $800 you say, 
on the basis of $100,000 of business ? 
A.—On the basis of $100,000. 


Q.—You put the average premium 
at whatP $30? A.—Yes. It would 
be $1,500 according to our figures. 

Q.—Then from that he must pay his 
own disbursements? A.—Certain of 
them. I think it varies in different 
companies, the disbursements an agent 
has to make. 

Q.—What would be the general rule 
with agents? What expenses would 
the company pay for him and what 
would he pay himself? A.—I think 
pretty much as set forth there. 

Q.—You say here he would pay out 
of this income all expenses for pri- 
vate telephone. What do you mean 
by private telephone? A.—The tele- 
phone in his office, I presume. 

Q.—His own telephone? A.—Yes. 

Q.—Postage and telegrams, car and 
railway fares, hotel bill and sundries? 
A.—Yes. 

Q.—You think that usually the 
agent must pay that out of his in- 
come? A.—Yes. 

Q.—When you say $800, does that 
allow anything by way of rebate that 
the agent might be expected to pay 
out? A.—Well, I presume that that 
would be the average net income of 
the agent. 

Q.—After providing for some rebates 
that he would give? 

Q.—Then do you say that with an 
income of about $1,500, after paying 
these incidental expenses that you 
have mentioned, that the difference 
between that and the $800 would be 
consumed by rebate? 

MR. KENT: Expenses of his wife 
and family probably. 

MR. TILLEY: That does not come 
out of the receipts. 

MR. REID: There are two classes 
there. 

THE WITNESS: The $1,500 is bas- 
ed on $100,000 of business. 

MR. TILLEY: And the average of 
$800 was based on $50,000 of business ? 
Av CS, 

Q.—What is the average business? 
Did you not say it was $100,000? A. 
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—I say a man who writes $100,000 is 
a good agent. 

Q.—The average would be less than 
$100,000P $A.—The average would 
certainly be less than that. 

Q.—How much less? A.—I do not 
know that I could tell you that. I 
do not know that I could say what 
the average business of a man would 
be. There are so many circumstances 
which— 

Q.—According to your’ evidence 
I would gather that the average was 
over $50,000 considerably ? 

MR. KENT: Q.—I suppose there 
is a great deal of difference in 
agents? A.—A great deal of differ- 
ence in agents. And a great deal 
of difference in the locality in which 
they work, and a good deal of differ- 
ence in the fields he works. One 
man may have a small town to which 
he is confined, and another man may 
have a whole county. and all these 
things have to be taken into consid- 
eration. I do not know that I could 
give any average for the agents. 

MR. TILLEY: Q.—At any rate 
the $100,000 man would be looked 
upon as a good agentP <A.—Yes, 
that is the point. 

Q.—And his income according to 
this computation would be $1,500? 
A.—Yes. 

Q.—And out of that he must pay 
these disbursements that are spoken 
of? A.—Yes. 

Q.—Then the agent that writes 
$50,000 of business, his income would 
be $770 or $800, and he must pay 
the disbursdments? ‘A.—But his 
disbursements would be _ necessarily 
less, on account of getting a smaller 
amount of business. 

Q.—But still larger in proportion 
to his business, because there would 
be some of the expenses that would 
be uncontrollable? A.—Yes. 


Q.—That makes no allowance at 
all for rebates by the agents. Can 
you say—I am asking you to speak, 
of course, entirely generally as to 
the agents, I am not asking for any 
particular case—can you say how 
much of his commission an agent on 
the average has to give away in re- 
bate? A.—Roughly speaking, I would 
say a third. 

Q.—And that will be, you think, 
the concensus of opinion of all 
agents. I suppose that you are in 
touch, more’ or less, with the views 
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of all agents on that question? A.— 
Yes. 

Q.—And it is generally accepted by 
insurance agents, is it, that the or- 
dinary agent gives away about a 
third? A.—I would think that would 
be the amount. 

MR. KENT: Q.—I suppose if re- 
bating is not stopped the consequence 
will be that in the future the agent 
will have to give away all his com- 
mission in rebates? A.—It is get- 
ting worse all the time. 

MR. LANGMUIR: Q.—Does the 
company not sometimes assist an 
agent who has given a rebate; apart 
from the commission that he is paid? 
A.—Not that I know of, not in any 
cases that I know of. | 

MR. TILLEY: Q.—Does the com- 
pany not make it up to him some- 
times, by way of advances? That is, 
do they make them advances? 
Whether he owes the company or not 
is another matter. A.—The way the 
advances are made, the company will 
undertake to give a man $100 or 
$125 or $75 a month, as the case 
may be, against commission which he 
may earn. If he does not earn it the 
difference, of course, stands as a 
debit against him, but you will find, 
if you have ever been in the field, 
that the company won’t stand that 
for more than six or eight months. 
If a man is running behind, his ad- 
vance, as a rule, is stopped. 

Q.—If the debit is running up, or 
not being reduced, then the com- 
pany regards him as not making 
proper progress? A.—Yes. 

Q.—But according to your under- 
standing, it is not made by reason 
of these rebates in particular? A.— 
Oh, no. 


Q.—But for living expenses? A.— 
Yes. 3 

Q.—In order for him to operate 
until he gets on a paying basis? A.— 
That is the idea. A new man going 
into the business who has had no 
experience, he is afraid to go out if 
he has no private means. He is 
afraid to go out and depend for the 
first three or four months upon what 
commissions he may earn. He may 
say to the company, ‘I will do my 
best. You give me what is absolutely 
necessary for me to live upon during 
the first three or four months, and 
I will endeavour to make that up 
afterwards.’”? And the company will 
do that to get the man started. But 
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it is not with the idea he is going 
to rebate. 

Q.—Is it usual for a company to 
take bonds from the agent, or some 
of his friends, for the repayment of 
monies advanced by way of ad- 
vances? A.—I do not think so. 

Q.—You think that is not a usual 
thing? A.—No. 

Q.—It probably exists in some 
companies, but that is not a common 
practice. A.—I have not had an ex- 
perience along that: line. With our own 
company, any advances I have had 
anything to do with at all, were 
made by myself as a general agent 
to local agents or to special agents. 
These advances are not made by the 
company. 

Q.—Is it or is it not the common 
practice for an agent who has a pol- 
icy in view on which he must give a 
rebate in order to obtain it, that 
he should go to the company and 
present his case, and have some al- 
lowance made in order that he may 
get that rebateP A.—F do not 
think so. 

Q.—I suppose it cannot be said to 
be a thing that does not happen? 
A.—Well, I would not like to say 
that either. I do not know where it 
has ever happened. 

Q—You are speaking for yourself 
there? A.—Speaking for myself. 

Q.—You have not done that? A.— 
I might do that. I am an agent, 
you see. 1 am not a head office 
official. I am an agent just as any 
of these other gentlemen are, work- 
ing on a commission basis. 

Q.—That is to say, you acknow- 
ledge you have to rebate? A.—Why 
certainly. 

Q.—Along with other agents? A.— 
Yes. 

Q.—I think that is not an admis- 
sion; that is a statement of fact. 
A.—That has been done. 

Q.—So that you say from the 
agency staff there may be by an 
agent to a sub-agent some considera- 
tion given for a case like that? A.— 
There might be by a general agent. 

Q.—But that does not come from 
the company? A.—No, that would 
come out of my average commission 
of 50 per cent. 

Q.—That would come out of the 
agents’ commission, either head agent 


or sub agent, in some way? A.— 
Yes. 
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Q.—And is not returned by the 
company? A.—No, the company does 
not pay any more than that aver- 
age commission of 48 to 50 per cent. 
That is the idea. 

MR. LANGMUIR: Q.—Do some 
of your agents get commissions on 
renewals? A.—Yes. 

Q.—Nearly all or all? 
sir. 

Q.—How much is that on the aver- 
age? A.—That varies according to 
the length of time the agent has 
been with the company. 

Q.—About how much? A.—That 
will run from 23 to 5 per cent. 

MR. TILLEY: Q.—23 to 5 per cent. 
on the volume of business an agent 
has? A.—9On the premiums. 

MR. LANGMUIR: Q.—I was going 
to ask if that continues with an agent 
so long as he remains an agent in 
your district? A.—yYes, and he. re- 
mains an agent only so long as he is 
doing an amount of business that 
would justify his drawing those com- 
missions. Those renewal commissions 
are only paid to a man who is an ac- 
tive agent. 

MR. TILLEY: Q.—What volume 
in that way might one expect that an 

agent would get on h’s books in a 
period of, say ten years, acting as 
agent? A. —QOh, anyhere fr om $1 900 
to $30,000 to $40, 000 of premium. It 
depends on the agent. You have 
agencies with over $100,000 of prem- 
ium on their books. 


Q.—And. he might get from 23 to 
5 per cent. on that? A.—Yes. 


Q.—I suppose that it is that item of 
remuneration that the agent consid- 
ers when he decides to become an 
agent, developing that permanent 
source of income? A.—yYes, that in- 
fluences him, no doubt. 


Q.—And that is in addition to this 
item of $800 or $1,500 that we have 
been speaking about? A.—Yes. 

Q.—So that at the end of a period 
of ten years, the substantial part of 
his income might be entirely out of 
his first year’s business? A.—Yes, 
but as his premium increases, as that 
renewal income increases, he must do 
an increasingly larger amount of new 
business. 

Q.—Why? A.—In order to keep 
that contract. For instance a man 
that started off ten years ago, where 
we mght have been satished with 
$10,000 or $15,000 of new business 
from him, if he has got a premium 
income of $10,000 on which he has a 
renewal commission, we would not be 
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satisfied with $15,000 or $20,000 of 
business from him. 

Q.— What I was bringing out was 
that it is not quite right to infer that 
this item of $800 or $1, 500 is all 
that the agent receives? A.—In some 
cases it is. 

Q.—Because he gets no renewal? 
A.—There are a great many cases in 
which the agent gets no renewal com- 
mission. There are cases where a man 
gets what we call a brokerage com- 
mission. It is practically at the same 
rate as the man who gets the renew- 
al commission. 


Q.—But a good agent actively en- 
gaged in his business at the end of 
a period of eight or ten years ought 
to be in receipt of an income from 
renewals and from first vear busi- 
ness of about how much? What would 
you say a good energetic man that 
there would be in‘it at the end of 
ten years? A.—Well. there would be, 
I suppose, $500 or $600. 

Q.—$500 or $600 by way of renew- 
alice aA Yess 

Q.—And that would be added to the 
commissions he would make? <A.— 
You see he is not getting the renew- 
als on the business he puts on the 
books every year, because a man who 
has got an agency that he has held 
for a little while, the premiums pos- 
sibly that he put on a year or two 
ago have disappeared. There are 
lapses and transfers to other agencies, 
and there are claims and that sort 
of thing, which go to reduce his list. 
so that it is not increasing every year 
by the amount of new premiums put 
on in each year. 

Q.—That is, there would be ‘the 
deaths and lapses, and all the other 
ways in which insurance disappears? 
A: Yes; 


Q.—Leaving out that phase there 
would be the volume that he put on 
each year for the number of years 
he has been in the business? A.— 
Yes. 

MR. LANGMUIR: Q.—In invest- 
ing in mortgages, I suppose, you 
sometimes allow an agent to bring in 
loans and give him a commission on 
it, too? A.—You mean mortgages © 
without any insurance in connection 
with it? 

Q.—Suppose you decide to invest 
in an agent’s district, and you get 
a good mortgage offered, and it is 
through the influence of the agent 
it comes to you. vou allow him a com- 
mission? A.—Yes, that would come 
under the investment department. I 


t 
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have nothing to do with that depart- 
ment, 

MR. TILLEY: Q.—Is there any 
anderstood rule about that, or is it 
something that each company arranges 
for itself? A.—I imagine so. 

Q.—There could hardly be said to 
be ot definite rule on that point? 
A.—No. 


MR. TILLEY: Mr. Parkes wants 
to make a statement, and we will be 
pleased to hear it. 


MR. PARKES: Your Honours, I 
would like to make this statement; 
that while it is a fact that a large 
number of agents have got a renew- 
al commission on the renewal busi- 
ness, yet it must be borne in mind 
that these agents as they get older 
want an increased income. If they 
are married men they get an increase 
of family a la Roosevelt; at least it 
may be so. They cannot, after they 
have reached a certain point in writ- 
ing new business, they cannot increase 
their new business every year, so that 
it is mecessary for them to roll up an 
increasing renewal account, in order 
to get an increased income. 

MR. KENT: Supposing there are 
several agents covering the same dis- 
trict, all trying to roll up an in- 
creased business—that is where the 
rebating comes in. 

MR. REID: I did not catch that. 

MR. KENT: Where there are sev- 
eral agents for different companies 
all trying to increase their business 
in a limited district, I suppose that 
is where the rebating began and that 
is where it continues. 

MR. REID: I might say if we come 
to the origin of rebating we have to 
go back into the dim and misty past. 


It is of foreign origin, and I presume © 


until about 15 pears ago it did not 
begin to become accentuated as a 
practice in Canada, but as Commis- 
sioner Kent stated, competition, prob- 
ably, had a great deal to do with the 
increased practice—no doubt about 
that. 

MR. GEARY: Barring legislation, 
would the effect of the evidence that 
has been adduced here, giving notice 
to the public, be to increase the de- 
mand for rebating? 

MR. REID: I would say that 
previous to the investigation, or 
previous to the revelations in the in- 
vestigation, where one man knew 
about rebating, a thousand know 
about it now. In fact you cannot 
approach anybody who has not been 


posted, through the medium of the 
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Commission, through the press. They 
are conversant with the fact that 
rebating has been practised. 

: MR. LEBEUF: That is all the bet- 
er. 

MR REID: That is one of the 
advantages of publicity There is no 
doubt about that, and we have urged 
publicity. But what we say now as 
an agency force is this; that, as a 
matter of self-protection and _ self- 
preservation, as a means of procur- 
ing bread and butter for the field 
man, there should be some means 
taken to stamp out rebating, and 
we feel, as we suggest—and our re- 
commendations are simply sugges- 
tions—that the best means to remedy 
that is by legislation by the Domin- 
ion Parliament, penalizing rebating, 
as well as a statute by the Provin- 
cial Government. 

MR. TILLEY: J was going to ask 
as to the second branch under the 
heading of Rebating (reads para- 
graph). You start there by indicat- 
ing that some condition regarding 
rebating is to be put into the clause, 
whereby the company is to get-or 
renew its license. Now is there any- 
thing about rebating in the way of 
a condition that should cancel the 
company’s license? 

MR. REID: We felt that we were 
simply making a suggestion in the 
direction of penalizing the practice. 

MR. TILLEY: But when you come 
to the end of the clause you simply 
say to punish the practice. You do 
not seem to make it a consistent 
condition all the way through. Did 
you intend it to be a condition to 
the company renewing its license. 

MR. REID: That is what we in- 
tended. 

MR TILLEY: What were you re- 
commending? If a company was 
found to give any rebate would you 
eancel the company’s license? 

MR. REID: I think further on it 
is stated there. 

MR. TILLEY: Why do you put 
that in connection with the | clause 
about giving the license? Would you 
cancel the license on that account? 

MR. PARKES: I think perhaps I 
can give a little light on that. As 
we understand it the legislation with 
regard to insurance is in the hands 
entirely of the Provincial Legisla- 
ture.. They enact—— 

MR. TILLEY: That is as to the 
eontract ? 
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MR. PARKES: As to the contract 
and as to everything with regard to 
legislation, and the only way by 
which the’ Federal Government can 
interfere in the slightest degree would 
be in attaching it as one of the con- 
ditions under which a license would 
be granted; that a company should 
in their by-laws, or whatever it might 
be, in their conditions of contract 
with their agents, make it an abso- 
lute rule that all rebating should be 
forbidden. — 

MR. GEARY: That is, you would 
give them a power by a side wind 
to put clauses in the contract? - 

MR. PARKES: Yes. And _ that 
condition should also hold the com- 
pany, the agent and the policy- 
aolders, by which means we would 
make rebating a crime. . The Pro- 
vincial Legislature cannot make the 
thing a crime. They can only do 
what we suggest in the fourth clause, 
and that is to make the offence pun- 
ishable by a fine collectable by civil 
process. 

MR. TILLEY: You do not suggest 
the Dominion Government must go 
by any roundabout method to consti- 
tute anything a crime? 

MR. PARKES: As we understood, 
after very careful enquiry, the only 
possible way by which it could be 
brought in by the Dominion would 
be in the condition under which they 
granted the license. fe LOLA 4 

MR. TILLEY: Then. if it is 
brought under that condition, failure 
to comply with the condition would 
disentitle the company to a license? 

MR. PARKES: Yes. they could 
have their license cancelled. ; 

MR. TILLEY: If they permitted 
rebating ? 

MR. PARKES: Yes. 

MR. TILLEY: And what would be 
the effect on the policy-holders then? 
MR. PARKES: I could not tell. 

MR. GEARY: How far could you 
carry that out? You could condition 
every contract of insurance in that 
way? 

MR. PARKES: No, you could not 
touch the contract. 

MR. GEARY: If you obtained from 
‘the Dominion legislation that unless 
such a condition were inserted in the 
contract then a license would not 
issue, you might go to any length. 

MR. PARKES: I suppose so. In 
that case the company could do no 
business at all unless they fulfilled the 
conditions of the policy. The cancella- 
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tion of the license would not affect the 
policies already written. 


MR. REID: I see the point that 
the gentleman has advanced, and it 
was a point present to my own mind. 
Just how the penalizing could be 
brought about I am not clear myself. 
: fancy that possibly goes a little too 
ar. 

MR. TILLEY: You refer to the 
clause in the recommendation ? 


MR. REID: Yes, but it should be 
stamped out as strongly as possible. 

MR. PARKES: There was another 
clause added to No. 2, and we struck 
it out, and that is that the penalizing 
of the agent and the policy holder 
should follow certain lines. We were 
not agreed upon that point, and left 
it vague, and put in the word ‘‘pun- 
ishable.”” I might state, not express- 
ing the opinion of the Association as 
a whole, but as expressing the opinion 
of a portion of the Association, that 
the penalty should be a fine on the 
company, a fine on the agent and a 
fine on the policy holder for the first 
offence. 

MR. TILLEY: But the  polic 
should be absolutely— He uce 


MR. PARKES: Absolutely intact. 
IT think the whole Association as a 
body would resist every attempt to 
make the policy itself voidable. It 
is difficult enough to sell policies 
without putting a loophole whereby 
the policy mav be declared void. 

_ MR. LANGMUIR: What if the pol- 
icy holder should rebate? 


MR. PARKES: If the policy holder 
rebates fine him the amount of his 
rebate. 

MR. LANGMUIR: You would not 
cancel the policy? 

MR. PARKES: No, it must be left 
intact. 

MR. TILLEY: Cancelling the policy 
would be an additional fine on the pol- 
icy holder, and that would not hurt 
the company. 

MR. PARKES: Cancelling the pol- 
icy would be penalizing the widow. 

MR. TILLEY: And not the com- 
pany? 

MR. PARKES: No. 

MR. TILLEY: Because the com- 
pany would keep the premiums and 
not be liable on the policy? 

MR. PARKES: Exactly, 

MR. GEARY: Can you from your 
actual experience—and you have had 
experience in the field or know of it— 
say that the majority of those persons 
insured understand the terms of their 
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contract? Do they understand exactly 
what the money is used for and how 
it will come back to them? 

MR. PARKES: Well I think so. 
With the majority of men, speaking 
from my own personal. experience, I 
invariably take the contract and read 
it over with my client, and I show 
him exactly the point where he stands, 
and how he stands, and what reme- 
dies he has in the future in the event 
of any misfortune overtaking him. 
But as to whether the generality of 
the public can understand the poli- 
cies when they read them, notwith- 
standing all the efforts that are made 
by the head office to make the policy 
as clear and concise as possible, I 
must leave the public to judge. 

MR. GEARY: You find a_ great 
many complaints from your own ex- 
perience of persons who compute the 
total amount of the premium they 
have paid in at a certain percentage, 
and wonder why they don’t get that 
amount back? 

MR. PARKES: Exactly. 

MR. GEARY: Not understanding 
the cost of insurance? 


MR. PARKES: No. 


MR. GEARY: Do you suppose it 
would be of any use to recommend 
that the make-up of the insurance 
premium be placed before the assured, 
attached to the policy itself, so that 
he could never make such a claim? 

MR. PARKES: I scarcely think 
that would do. I do not know 
whether you could get that. That is 
an actuarial problem. You have the 
net premium and the loading. 

MR. GEARY: It would have to be 
put verv simply. 

MR. PARKES: Yes. 

MR. REID: I would say that on 
the back of all the modern policies 
there is a guaranteed value. The evo- 
lution is towards the perfect policy, 
and during the twelve years I have 
been in the business I have seen an 
evolution. On the back of the policy 
there is a guaranteed value which 
enables the assured to turn over his 
policy and see where he stands with 
the company. 

MR. GEARY: The tendency now is 
to compel very full disclosures, in our 
province at all events. 


MR. PARKES: Yes. 


MR. GEARY: And I thought with 
regard to the money paid for prem- 
iums that the matter might be placed 
clearly before the policy holders. Time 
and aga’n we have received com- 
plaints, and the majority of the peo- 
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ple making complaints are paying the 
whole premium and computing it at 
a rate of interest, and wondering why 
they do not get the whole thing. 

MR. REID: That involves actuar- 
ial calculations that the public do not 
understand, but I think the modern 
policy contract is so framed that he 
who runs can read. I think it is very 
plain. 

MR. GEARY: We were told by one 
man in the insurance business that he 
thought where ignorance was bliss it 
was folly to be wise. 

MR. PARKES: I think the more 
intelligent the man with whom you 
are discussing insurance is, the more 
readily he will admit that a certain 
sum must be set aside each year on 
the policies, and he will say “I am 
willing to put up a certain amount 
each year, which I will write off each 
year — 

MR. GEARY: I am quite sure a 
man of your resources should be able 
to frame a statement to be placed on 
the policies, roughly stating as to what 
is supposed to come of that premium. 

MR. PARKES: I, am highly flat- 
tered by your opinion of me and I will 
endeavor to frame some such clause, 
and send it in to our head office, 
to see if they will adopt it. 

MR. REID: Whatever doubt there 
may be as to the conditions of the 
policy, there can be no doubt as to 
the value of the policy from year to 

ear. 

MR. PARKES: There is a sug- 
gestion here that would perhaps an- 
swer Mr. Geary’s question. Take a 
twenty pay life at age 35, premium 
$38.15, in ten years that man _ will 
have paid $381.50. Right on his poli- 
cy there is written the amount of the 
eash value of the policy, which would 
be $256. He has paid in $381, and 
he can draw out $256, and the differ- 
ence would be $125, which it has 
cost to carry the policy, $12.50 per 
year for $1,000, and that is endorsed 
right on the policy. 

MR. TILLEY: What you suggest 
is that that tells him as plam as any- 
thing can tell him that his insurance 
is costing money? 

MR. PARKES: Yes. 

MR. TILLEY: And how much it 
is costing ? 

MR. PARKES: Yes. 

MR. PALMER: I would like to say 
that I think very often the public 
are themselves to blame for getting 
something different from what thev 
really thought they were getting. I 
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will just cite ore little case to iilus- 
trate my meaning. I very promin- 
ent lawyer in Montreal, and a mer- 
chant in Vancouver, both took $5,- 
009 policies. and through a mistake 
in the office they were placed in the 
wrong envelope. John Brown got 
John Smith’s policy, and Smith got 
Brown’s pclicy. They both paid for 
them at the time, and months after- 
wards when John Brown went to look 
at the policy he found he never had 
a policy. That is the case with this 
lawyer in Montreal. Perhaps you all 
know about it. 

MR. LEBEUF: They are all like 
that. 

MR. PARKES: But in that case it 
was the agent’s fault. 

MR. PALMER: No. If a man is 
going to buy a piece of property worth 
$1,000 he takes more trouble to look 
after the title than he does to ex- 
am‘ne his policy. In nine cases out 
of ten it is the insured’s fault and not 
the fauit of the agent. 

MR. LEBEUF: When a man gets 
a policy he does not take the trouble 
to go over it. 
has done his duty and places the poli- 
cy in his safe and waits until the end 
of the year. I know as a fact that 
people do not look at their policies. 

MR. REID: There is some excuse 
for a busv-man in a case of that kind. 
The agent should examine his po : 
closely and do his business so cor- 
rectlv that there is no possibility of 

m‘stake. There is no excuse for the 
agent. 

eMR LEBEUF: He is paid for do- 
ing that wovk and the man who is 
being insured is not. 

MR. PARKES: That is another 
reason for the existence of our Asso- 
ciation. We want to insist that the 
people shall be educated, and if a man 
says to me ‘‘Oh, well, I am too busy 
to look at that now,’’ I will say, ‘‘All 
right. I will be in to-morrow.”’? And 
I will ins'st on his looking over the 
policy for my own protection, to show 
him that he has got what he paid for. 

MR. GEARY: With reference to 
the examinat’on of agents, in the case 
of some »gents vou wou'd have to have 
a period of prcebation? 

MR. PARKES: Yes. 

MR. GEARY: And he would have 
to run loose during the probation? 

MR. PARKES: It would have to 
be something like that. 

- MR. TILLEY: You recommend that 
the power to give the license or cer- 
tificate, whatever you call it, be in 
the hands of some association of 
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agents, and you do not recommend 
that any license or certificate shall 
be obtained from say an insurance de- 
partment. Has that been considered ? 


MR. PARKES: That has been con- 
sidered but we came to the conclusion 
that the agents as a body incorporat- 
ed would protect their own interests 
more efficiently than a governmental 
department would. 

MR. TILLEY: And what about the 
public? 

MR. PARKES: And that therefore 
the public would be protected in the 
same way 

MR. TILLEY : The interests of the 
agents are identical with the interests 
of the public? 


MR. PARKES: I think you must 
admit that as a rule. 


MR. LANGMUIR: £4What qualifi- 
cation would you exact? Eloquence? 


MR. PARKES: Well, they have to 
have a certain amount of that or else 
they would not get on at all. But at 
first the conditions of obtaining a cer- 
tificate would have to be not too diffi- 
cult, until probably two or three years 
had elapsed, and then the conditions 
could be made more onerous. . 


MR. REID: I would suggest that 
under such an arrangement—that is 
with the issuing power vested in the 
council, if you chose to call it that 
—the same modus operandi is obtain- 
ed with regard to the other provisons; 
there would be this accomplished: In 
the great rush for organization com- 
petition has induced a lot of bad men 
to be placed in the field. Now, this 
council would exercise discriminating 
judgment to the extent of keeping 
these men out, and I think it would 


' be in the interest of both the public 


and the calling if that were done. 
Speaking of governmental license, at 
one time there was a license required 
by the Provincial Government. That 
proved a failure for this reason: that 
the licenses were given so indiscrimin- 
ately that it really did not protect any- 
body. I know of cases where the 
license was used as a means, shall I 
say, of whipping the devil round a 
stump, just in the direction of rebat- 
ing, but if you vest the power of is- 
suing certificates in a council compos- 
ed of the best men in the calling, men 
who would have a desire to train up 
the calling in the positions they should 
occupy, it seems to me a good result 
would be obtained. 


MR. TILLEY: Is it not going 
pretty far to say that a person shall 
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not be allowed to solicit insurance 
unless he is passed by your council, 
making it a close corporation in 
that wayP Would it not be going far 
enough to give that man who passes 
your examination and takes his certi- 
ficate or diploma from you the right 
to have some distinctive title, as is 
done in the case of accountants? Are 
you not going rather far when. you 
suggest that it should be made a close 
corporation to that extent that no 
person else can solicit insurance, be- 
cause it is not a business that requires 
years of training, or that the public 
are in much danger from a person 
without a scientific knowledge. 

MR. PARKES: That is one of the 
legal objections that has occurred to 
my mind, 

MR. TILLEY: That is not legal. 


MR. PARKES: There is a legal 
technicality there. 

MR. TILLEY: You mentioned ac- 
countants this morning?’ 

MR. PARKES: Yes. 

MR. TILLEY: The accountants are 
not allowed to say that any person 
who is not a member of their society 
or who has not one of their certifi- 
cates cannot keep books or be an ac- 
countant ? 

MR. PARKES: No. 

MR. TILLEY: But he shall not 
have certain distinctive titles that 
they grant. 

MR. PARKES: That is it. 

MR. TILLEY: Chartered account- 
ant or something of that kind. 

MR. PARKES: Yes. 

MR. TILLEY: Does your memor- 
andum recommend that you should be 
put on any higher footing than that? 
Would that be sufficient for your pur- 
pose? 

MR. PARKES: I think it would. 
The issuing body could not very well 
Wee E out men on any close corporation 

asis. 


MR. TILLEY: What you say here 
is “and without which no agent shall 
solicit insurance or collect commis- 
sion.”? I suggest that that is going 
very far. Do you mean that absol- 
utely ? 

MR. PARKES: We mean that each 
man in the business shall be articled 
as a member and hold a certificate 
issuing from this body. 

MR. TILLEY: Would it not be 
sufficient to say that he shall not de- 
scribe himself as a member of your as- 
sociation unless he has one of your 
certificates? Would that not be far 
enough? 
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MR. REID: I do not know that it 
would be far enough. 


MR. PARKES: I would like to in- 
dicate—and this will partly meet your 
objection—the views we hold at the 
present moment, and the mode of pro- 
cedure that we think of adopting with 
regard to incorporation; that we would 
start in connection with our incorpor- 
ated society an information bureau 
and an anti rebate bureau. The in- 
formation bureau and the anti rebate 
bureau would be under the charge of 
the secretary of each local centre. 
When a man had done anything in 
soliciting insurance which was either 
against the law or against the etiquette 
of the profession, serious enough to 
warrant his being registered, his name 
would be registered with the secretary, 
not describing what he had done or the 
crime he had committed, but he would 
be simply registered. 

MR. TILLEY: Blacklisted. - 


MR. PARKES: Then if John Jones 
applied to you for a job as an insur- 
ance man you would telephone the sec- 
retary, and he would say, ‘‘He is 
blacklisted by Mr. Parkes.’? You 
would at once ask him, ‘‘What was 
the trouble with Jones,’’ and I would 
say, ‘‘Well. such and such a thing oc- 
curred.’? That man collected a prem- 
ium and never turned it in.” 

MR. TILLEY: Do you suggest that 
man should be kept on the blacklist. 
Do you really suggest that legislation 
like that should be passed ? 

MR. PARKES: I should go so far 
as to say that a man who had broken 
the rebate law when it was passed, 
should be fined for a first offence, and 
for the second offence his license should 
be cancelled for twelve months. 


MR. TILLEY: Would it serve your 
purpose to have the incorporated body 
able to grant some certificate giving: 
this agent some distinctive title which 
a man would be penalized for using 
if he was not entitled to it? 

MR. PARKES: That would about 
meet the difficulty, somethine like 
chartered accountants and architects. 

MR. GEARY: How would that meet 
the difficulty ? 

MR. PARKES: It would to a cer- 
tain extent. 

MR. GEARY: I do not see how. 
It is a matter of common knowledge 
that there are insurance agents and 
insurance agents and some have letters 
after their name and some have not. 

MR. PARKES: We believe all the 
agents of standing would come into 
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that corporation, and a man who had 
not a certificate would not be em- 
ployed. 

MR. GEARY: If John Jones, who 
was never heard of before, walked 
into. an insurance office with a risk, 
can he get a commission for that? 

MR. PARKES: I shall have to 
refer that to the manager. 

MR. GEARY: I suppose none of 
you gentlemen know that? 

MR. PARKES: That is not my 
business. 

MR. TILLEY: The managers can 

speak to that better? 
' MR. PARKES: Yes. 

MR. REID: I may say that in 
twelve years that I have been look- 
ing after life insurance business in 
this country but three parties have 
walked into the office and voluntar- 
ily offered themselves. 

MR. GEARY: That is not the 
point. 

MR. PARKES: He is speaking of 
some man offering a policy on an- 
other man’s life. 

MR. GEARY: Supposing I want- 
ed insurance. and supposing instead 
of going to the head office I went 
to a friend and said, ‘‘Take my ap- 
plication to the office and they will 
give you a rebate on it.’? Would a 
person going into the office with a 
proposition for insurance on another 
man receive a commission? 

MR. McGREGOR: I think he 
could. 

MR. PARKES: John Jones walks 
into the office and says, ‘‘I will bring 
you an application from John Smith 
if I can get a commission.”’ 

MR. GEARY: Yes; you would ac- 
cept him as an agent? 


MR. PARKES: I think, under 
existing conditions, most of ‘the 
-officials would do that, and that is 
what we want to reach. 


MR. COX: The risk would be ac- 
cepted provided we could assure our- 
selves that an agent of our own com- 
pany has not canvassed the business. 

MR. GEARY: You protect your 
own agents? 

MR. COX We protect our cwn 
agents. Very often solicitors in the 
course of their business may be put- 
ting through some business for a 
client where life insurance is neces- 
sary. In cases like that they will 
send in an application. 

MR. PARKES: He could not get 
his commission under this incorpora- 
tion. 


Life Underwriters’ Association. 
(Discussion. ) 


MR. LANGMUIR: You would im- 
mediately constitute him an agent. 

MR. COX: In England a large 
amount of their business is done in 
that way by the attorney, and they 
get a commission for it. 

MR. LANGMUIR: There is one 
company where it all goes over the 
counter, 

Clase COX: The Equitable and the 
er 

ME. LANGMUIR: Another one 
still, where everything goes over the 
counter. 

MR. TILLEY: Is there anything 
more that any one desires to say 
about this clause as to incorporation ? 

MR. LANGMUIR: There is one 
thing, and it is this: I see that you 
recommend the continuance of the 
submission of estimates. I suppose 
you all admit that they have been 
extremely defective and deceptive in 
the past. 

MR. REID: We must make that 
admission unfortunately with regard 
to some of the estimates that have 
been submitted to the public. 


MR. LANGMUIR:. What necessity 
exists for the continuance of the sub- 
mission of these estimates? 

MR. REID: The necessity exists 
to this extent, that the public ask 
for them, and as is indicated there 
estimates are given with regard to 
any business proposition or any en- 
terprise. 


MR. LANGMUIR: That is in all 
private enterprises? 

MR. REID: Yes. What we be- 
lieve is this: That if these estimates 
are safeguarded by being published 
and filed in the department, that is 
an advantage, and it is better that 
it should be done in that way than 
to permit an agent to give estimates 
to people. 

MR. LANGMUIR: How many 
estimates have been realized in the 
last few years? / 

MR. REID: I may say that. I 
have personally paid matured endow- 
ments on term life policies over and 
over again where the estimates have 
not only be realized, but exceeded. 
I am speaking of my own company, 
but cannot say of the estimates gen- 
erally. 

MR. KENT: That is one very im- 
portant point. If the agent really 
knows what the policy should realize, 
and tells the party to be insured, it 
is a great advantage. Where an 
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agent does not know anything at all 
about what the profits are, and gives 
an estimate simply to deceive the 
policy-holder, that is very wrong, be- 
cause it is obtaining money under 
false pretences. No agent will ever 
admit that he does not know any- 
thing at all. The ordinary life in- 
surance agent knows’ everything; 
therefore, the public looks to him for 
knowledge and if he lays claim to 
knowledge he does not possess he is 
a fraud. That seems to be clear 
enough, and that supports the desire 
of the agents here present to have 
some sort of q corporation, so that if 
any of their number made false 
reports to the intending policy-holder 
he should be brought to book, be- 
cause in the past very few agents 
bother themselves to ascertain whether 
their estimates are true or not. They 
want to get a premium, and they 
do not care much what becomes of 
the policy-holder after that. 


MR. REID: Don’t you think you 
are a little hard when you put us 
all in the same boat? There are 
agents and agents. I submit that 
there are many many agents who 
have just as ardent a desire as the 
public have that these estimates 
should be realized and what you have 
stated is correct. The object of our 
corporation is to that end. We de- 
sire to have estimates prepared upon 
actuarial lines presented to the pub- 
lic. and we also go further than that 
and desire that these estimates should 
be furnished to the department so 
that the department can keep track 
of the company and keep a check on 
the company as to how they are 
carrying out these representations, 
because I agree that in any case in 
the past—and there have been such 
cases in the past—where insurance 
has been secured by improper repre- 
sentations as to the earning power of 
the policies, it is wrong. 

MR. KENT: I would have been 
pleased to have heard to-day one or 
more agents representing the worst 
feature of the profession. I do not 
suppose there is any gentleman 
present who will plead guilty to re- 
bating, or having lied to his intended 
insurer, or anything that is wrong. 
The gentlemen present, I am quite 
sure are gentlemen who have never 
done anything of that kind. There- 
fore we cannot get at the reason 
foe the wrong-doing. We are com- 
pelled to preach to you gentlemen, 
because the parties that I would lke 
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to reach are certainly not here. 
Those who have been concerned in 
any wrong-doing are not here to-day, 
I am sure. Therefore I have to reach 
them through you gentlemen. Some- 
times I spoke as if you had been 
guilty of wrong-doing yourselves, but 
you can pass it along to those that 
you know are guilty. 

MR. LANGMUIR: The fear I had 
was this: That in giving estimates 
and speaking of the rate of interest, 
it might be an incentive to enter 
upon speculative investments, in or- 
der to keep up the estimates. That 
was the fear that was present to my 
mind. Does it appear that there is 
any reason for that suspicion? 

MR. REID: I think, sir, if it were 
known to the company that these 
estimates were to be checked in the 
future by the department, and kept 
track of in the closest possible way, 
that in framing these estimates due 
allowance would be made for the con- 
tingencies of the future, and I may 
say, as a matter of fact, that the 
estimates under which we are work- 
ing, and the estimates we are pre- 
sently laying before the public, are, 
I believe, so conservatively safe that 
at the end of the policy term, if the 
policy-holder will be surprised at all, 
he will be agreeably surprised and 
not disappointed. I say that as one 
having had experience of account- 
ants’ work for nine years previous 
to going into this work. 

MR. TILLEY: Is there any con- 
flict between the clause relating to 
publicity and annual accounting un- 
der the head of commission, and the 
clause under the head of deferred 
profits, where you say that you doubt 
the wisdom of annual accounting of 
profits to the individual policy- _ 
holder, and under subsection M, un- 
der the heading commission, you say 
there should be complete and full 
publicity with annual accounting. 

MR. PARKES: On page 6, under 
the head of commissions, clausé M., 
the annual accounting there does not 
refer to dividends. 

MR. TILLEY: Does not refer to 
profits ? 

MR. PARKES: Does not refer to 
profits or dividends. That refers to 
the annual accounting to the depart- 
ment, and all the work of the insur- 
ance companies, including the cost of 
new business and the cost of taking 
care of old business for the year, and 
on page 11 the matter has reference 
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to the profit and deferred dividend 
polices, ‘It is not unreasonable to 
require a quinquennial accounting 
every five years of the amount of pro- 
fits put on one side to the different 
classes of policies.”’ Then in the next 
clause, an annual accounting of pro- 
fit for the first five years on each in- 
dividual policy and with an approxi- 
mate profit. You see the distinction ? 

MR. TILLEY: Yes. 

MR. GEARY: Your paragraph as 
to publicty on page 14 refers to the 
annual returns and not to the annual 
statements issued by the companies 
to the public? 

MR. PARKES: 


ernment returns. 


MR. GEARY: Don’t you think, or 
do you think, that in submitting your 
annual statement to the public it 
would be well to take out of what you 
carry as floating surplus and show 
how much of that you are holding to 
the credit of deferred dividend poli- 
cies. It isnot done as a rule. 


MR. PARKES: The question was 
raised with regard to the annual state- 
ments of the companies that are 
brought before the public, but we 
e-uld not arrive at a general agree- 
ment as‘to what was wise under the 
circumstances. 
express anv opinion on that point. 
But we are not here except as an 
associat on. 

MR. TILLEY: You are not agreed? 

MR. PARKES: No, some want this 
end some want the other, so we struck 
that out of it. 

MR. TILLEY: I do. not - know 
whether your Honours have any 
further questions or whether the 
agents wish to say anything further. 


MR. REID: There was a question 
raised this morning with regard to 
the expense ratio ‘of the companies 
or the reduction of expenses, I for- 
get by whom. and I think I may take 
it upon myself that legislation would 
increase the cost. Now what I meant 
by this was that in New York state, 
where the Armstrong legislation has 
been enacted, the prospect is that a 
large number ofthe agents will have 
to leave the business. If that is the 
case the business is going to come in 
in less volume and the business that 
does come in will be a different class 
of risk so far as the selection is con- 
cerned. There will be a higher rate 
of mortality and there will not be the 
savings from the mortality to offset 
the expenses. I shonld also gather 
from some remarks that were made. 
IT think by Commissioner Kent, that 


No, just the gov- 
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po sbly the agents, to some extent, 
were the cause of the increased cost. 
I have in my hand a circuiar here, 
and it states, ‘‘It may be supposed 
that companies who do not pay’ com- 
missions can insure cheaper. This is 
not so.’ (Reads circular.) That is 
why I say that if the iegislatlon was 
so restricted as to limit the compan- 
ies in regard to their expenses and 
investments it would have the effect 
here stated. That has been the effect 
with the two companies in the old 
country who have no agents em- 
ployed. 

MR. KENT: Perhaps those who 
pay no commissions make larger pay- 
ments in some cther direction, which 
largely balances the payment of com- 
Missions, 

MR. REID: They do not employ 
agents at all. They take the busi- 
ness over the counter. 

MR. KENT: If it does not cost 
them anything for the agents, they 
must make a saving, unless there is 
some other corresponding outlay in 
another direction.. 

MR. PARKES: I cannot say as to 
that, but $34.25 is their average as 
against as low as $27.50. 

JUDGE MacTAVISH: Have you 
anything further to-day? . 

MR. TILLEY: I think there is 
nothing further to-day. I think it is 
quite w.thin the realm of possibility 
that the agents may as a result of 
the discussion to-day desire to appear 
and say something at a later date, 
or submit some other memorandum. 
The managers will be in attendance 
at some date before the commission, 
and if the agents agree to be here 
at that time, or wished to add any- 
thing to what they have said, I am 
sure the Commission will be very glad 
to receive it at any time. 

JUDGE MacTAVISH: Yes. 

MR. KENT: I do not know if it 
has been discussed before the Com- 
m'ss‘on, but I would like to ask, is 
rebating in the main due to the initi- 
ative of the prospective insurer? Is 
it due mainly to the agent or is it 
due mainly to the company? 

MR. REID: Mr. Cox has just sug- 
gested that he could make a state- 
ment on that very point. 

MR. COX: I just wish to say that 
I do not think the b'ame all attaches 
to the agents. Something was said 
along that line while you were out 
of the room. There are cases, no 
doubt, in which the agent, in order 
to get the business, for some special 
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reason, offers a rebate. There are, 
no doubt, instances in which an agent 
is canvassing a prospect, and the pros- 
pect is not ready to take his insur- 
ance for three or four or six months, 
and in order to close up that busi- 
ness at once, the agent will say ‘‘You 
give me the application and I will 
give you so much off your premium.”’ 
There are, no doubt, instances of that 
kind. On the other hand there are 
many instances where the agent does 
not want to give a rebate, and has to 
give it where it is demanded of him, 
where the insurer has been offered it 
by some other agent, or possibly a 
year or two years ago, as the case 
may be, he may have taken a policy 
from an agent who has given it to 
him, and he has come to expect it. 
Then on the other hand, this year, 
since th’s matter has been given a 
little more publicity, the public are 
looking for it now. 

MR. KENT: I suppose in the future 
it will be like Castoria, they will all 
ery for it. 

MR. COX: They will all cry for 
it, unless there is some provision made 
to stop it, and whatever legislation 
is brought forward should take the 
fo-m of penalizing the applicant as 
well as the agent. I do not think 
there is any doubt about that. be- 
cause the average agent may not be 
strong enough to withstand the temp- 
tation. He thinks he is going to lose 
the business by not giving something, 
and it is not fair that the agent 
should have to suffer for it. 

MR. KENT: One manager who 
had been an agent himself, said that 
the fault was mainly due to the 
agents. If they did not crowd the 
agents so much, he would not rebate, 
and therefore, althourh the agent 
gave the rebate, he did it at the in- 
stigat'on of the company, and that in 
three cases out of four it was the 
company that should bear the blame. 
Of cours? it is difficult to ask any 
explanation on that point.’ You re- 
present a company that possibly does 
not find it necessery to givé anv re- 
bate. but perhaps there are some other 
gentlemen representine smaller com- 
panies that might elucidate that point 
a little. 

MR. COX: I do not think there 
are anv of us who can sav we have 
never given any rebate. It has been 
done, and will be done so bong as there 
is not some adequate protection 
against it, One man in the field 
will give it. and another man. in 
order to make his living, has got to 
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give it. A man canvassing actively 
every day for business has under pre- 
sent circumstances to. give away a 
part of his commission, in order to 
make the other portion for himself. 
If he refuses to give it somebody 
else will give it, with the re ult chat 
he is not making any income. 

MR. KENT: He has got to fight 
the devil with fire. 

MR. HAYCOCK: In regard to 
what your Honours have said with 
reference to head offices influencing 
agents to grant rebates, I may say 
that in an experience of over thirty 
years that never in any way or @i- 
rection whatever has the head office 
of my company, or the head office of 
any company that I know of, ever in- 
fluenced agents to give people re- 
bates. 

MR. LEBEUF: But don’t they tell! 


them ‘‘We are getting near Decem- 


ber now and you had better see that 
all the agents and svb-agents bring 
in plentv of business?”’ 

MR. HAYCOCK: I think that ap- 
plies to everv branch of trade. 


MR. KENT: We have seen cases 
where the president or vice-president, 
or some high official is go‘ng to cele- 
brate the fiftieth anniversity of his 
entry into insurance life. What finer 
testimonial could be given than to 
present him with $50.0°0 or $100.000 
of new insurance. Let every agent 
put his shoulder to the wheel, it can 
be done if every agent w'll do his 
share. I think that kind of thing is 
highly productive of rebate. 


MR. REID: We have known of that 
parade with regard to other compan- 
ies, but not insurance companies. 

MR. KENT: You have never heard 
of that in straight line insurance busi- 
ness P 

MR. McGREGOR: Not on this side 
of the border. I have heard a good 
deal about it through the press on 
the other s‘de. 

MR. PALMER: I think a law is 
necessary. It is natural for the pub- 
lic to buy in the cheapest market. 
You cannot blame anybody for want- 
ing to get insurance as cheaply as 
possible, and the only way to stop 
it is to pass a law prohibitine it. 

MR. KENT: It is quite clear that 
rebating is an injustice to everybody. 

MR. GEARY: Not if everybody 
gets it. 

MR. KENT: If I get something to 
which I have no right, I am unjustly 
benefitting to the detriment of my 
neighbor. It is a fraud on the body 


INSURANCE. 3131 


SESSIONAL PAPER No. 66 
96th day, November 8, 1906. 


politic. It is a fraud even to the man 
who gets the rebate himself; because 
he is getting something to which he 
has no legal right. He feels himself 
degraded in his own estimation, so 
that he is not benefitting really by it. 

MR. TILLEY: We propose that 
your Honours should adjourn now. 
We had intended having the Managers 
Association here to-day, but for reas- 
ons we thought it better not to have 
them at such an early date, and I do 
not know what I will have to present 
to your Honours to-morrow, but per- 
haps your Honours will formally ad- 
journ now until to-morrow. 


The Commission adjourned at 4.30 
p.m. on November 8th, till 10.30 a.m. 
November 9th, 1906. 


NINETY-SEVENTH DAY. 
MORNING SESSION. 
Ottawa, Ont., November 9th, 1906. 


At 10.30 a.m., the Commission met 
and discussed various matters concern- 
ing the Report. At 12.45 adjourned 
to 2 p.m. 

The Commission met at two o’clock, 
when a sim lar discussion took place 
and then adjourned to 12 noon, on 
Monday, 12th day of November, 1906. 


NINETY-EIGHTH DAY. 
MORNING SESSION 
Ottawa, Monday, 12th November, 1906. 

The Commission met at 12 noon, pur- 


suant to adjournment, and adjourned 
until 4.30 p. m. 


AFTERNOON SESSION, 4.30 p. m. 

MR. TILLEY: We expected that 
the Managers’ Association would be 
ready to have representatives before 
your Honours before this hour, but 
information has been received that 
they have not yet finished their dis- 
cussion and they desire that they shall 
be heard at 8 o’clock this evening, if 
your Honours will be willing. Then, 
for the present, the Hon. Mr. Roblin 
is here and the Hon. Mr. Campbell, of 
Winnipeg. I understand that they de- 


Hon, Rodmond P. Roblin, Ex’d. 


sire to give some evidence regarding 
evidence already given, I will call Mr. 
Roblin first. 

HON. RODMOND P. ROBLIN, 
sworn, Examined by 

MR. TILLEY: Q.—Mr. Roblin, 
you were the beneficial owner of the 
lands that stood in the name of Mr. 
Whitla and were sold to the Union 
Trust Company? A.—I was. 

Q.—What were they called? <A.— 
The Swan River lands. 

Q.—You have read the evidence that 
was given by Mr. Whitla and Mr. 
Pritchard, have you? A.—TI have, 


Q.—Regarding the transaction “with 
respect to those lands. And you have 
something that you would like to say 
regarding their evidence, have you? 
A.—Nothing as regards Mr. Whitla’s. 
It is just as I understand it, Mr. 
Pritchard’s however is incorrect in 
some particulars. 


Q.—In what particulars? A.—For 
instance he says that I knew that Mr. 
Foster had bought 40,000 acres of land 
from what we called the Bettes lands. 

Q.—That is the Carrot River lands, 
we have been calling them. A.—Yes, 
IT never knew that a sale of that kind 
had been made until I read it in the 
newspapers as a report of the evidence 
brought out at this Commission. Never 
knew there was such a transaction. 
Never heard of it. 

Q.—Did you know Mr. Pritchard 
had effected a sale to Mr. Foster of 
any lands? A.—Never. 

Q.—Or to the Union Trust Com- 
pany? A.—Never, never knew he was 
operating in lands at all, 

Q.—Then was there any suggestion 
that Mr. Pritchard should see Mr. 
Foster? A.—None. 

Q.—Did you instruct him to come. 
to Toronto to make a saleP A.— 
Never. 

Q.—Then state to the Commission 
please, how it came that he was offer- 
ing your lands to Mr. Foster. A.— 
It is not necessary for me to recount 
how I became possessed of these lands, 
I suppose? 

Q.—No, it is in connection with the 
transaction in connection with the 
Union Trust Company, A.—Mr. Prit- 
chard had a dual position; he was ac- 
countant of the Department of Agri- 
culture and was also Private Secretary 
to me. He knew that I owned these 
lands, by virtue of seeing the mail, 
and of handling my letters and in 
taking some that I was writing re- 
garding them. After I had failed to 
make a sale in the United States 
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through an agent that I sent there, a 
Mr. Farrell, who did not succeed be- 
cause we could not give a satisfactory 
title. 

Q.—By reason of what? A—Because 
they wanted a registered document. 
We had not anything but an agree- 
ment and no solicitor there would ac- 
cept that, so that Mr. Farrell was 
obliged to return. When Mr. Prit- 
chard was going on a holiday he said 
to me, ‘‘You have not any objection, 
I suppose, to my making a sale of 
these lands if I can?’’ ‘‘Oh,’’ I said, 
“certainly not.’’ And I never heard 
anything more about it, until he came 
in one day and said that he had sold 
them. That is all I know about it. 

Q.—Then at what price did you au- 
thorize Mr. Pritchard to make a sale? 
A.—I had two prices. The same al- 
ways and to everybody. $5 cash, net 
to me, and $6.50 on what we call a 
time payment. 25 per cent. cash and 
25 per cent. running over three years, 
the balance of the principal. 

Q.—That is to say over the amount 
payable, in addition to what was due 
the original vendors? A.—And they 
assume the contract. 

Q.—Then if your profit, so to speak, 
was paid over a time you wanted 
$6.50? A.—6.50. 

Q.—That was extending over three 
years? A.—Over three years. 

Q.—A quarter being paid cash and 
the balance? A.—One to three years. 
Quarterly payments. 


Q.—If the amount due you was 
paid in cash you accepted $5 an acre? 
Instead of $6.50? A.—$5, yes. JT 
wanted money. 

Q.—Then how long had you been 
offering the lands on those terms? A. 
—Oh, a year or more. 

Q.—Was Farrell offering them at 
that price? A.—Yes, my agreement 
with Farrell and all the real estate 
men I gave them to was this—and Mr. 
Pritchard was well advised of that— 
that I would protect them in any 
amount or any sum that they sold 
these lands for above my figures. That 
is to say, if they got $6 cash I would 
protect them by making transfer on 
a $6 basis and giving them the $1. 
And if they sold them for $7 or $8, 
whatever they could get, I would make 
the transfer on that basis and pay 
them the excess over $6.50. They had 
to get their commission above my. 
price. 

Q.—Did you have the lands in the 
hands of a gentleman named Hamil- 
ton? A.—Yes. 
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Q.—For how long had he been try- 
ing to sell them? A.—I think he 
must have had them a year and a half 
or two years. 

Q.—Was he trying to sell them on 
the same terms? .A.—Yes. 

Q.—During the whole of that per- 
iod? A.—The whole of that period, 

Q.—Mr. Pritchard stated that he 
had authority to sell the lands at $5 
and get his commission from that 
price? A.—Never from me. 

Q.—You never authorized any per- 
ane to sell them at that price? A. 
NO: 

Q.—Then what price did you author- 
ize Mr. Pritchard to ask for the land? 
A.—The same. $5 and $6.50. Those 
were the prices. 

Q.—On which basis did you ulti- 
mately close, that your profit was 
being paid in cash? A.—AIl cash. 

Q.—Or over time? A.—AIl cash. 

Q.—So that you regarded it as a 
sale at $5 netP A.—Net. 

Q.—Then when Mr. Foster made 
you that offer, he was offering you 
your own price? A.—Well, I never 
knew Mr. Foster in the transaction 
at all until I got my money and the 
deal was closed. 

Q.—Didn’t you see the correspond- 
ence that Mr. Pritchard had with 
Mr. Foster? A.—I did not. I didn’t 
know he was corresponding with him 
until he told me he had effected a 
sale. 

Q.—Then you knew it at that time? 
A.—Yes. 

Q.—And he handed you the corres- 
pondence then, I suppose? A.—No, 
there wasn’t any that I saw. 

Q.—Mr. Whitla produced  corres- 
pondence with Mr. Pritchard. Mr. 
Whitla would be acting for you? A. 
—That may be, because the lands 
were in Mr. Whitla’s name, and I 
hadn’t anything to do with the trans- 
ferring and I just told Mr. Whitla 
over the telephone that the lands had 
been sold and Mr. Pritchard would 
give him the instructions as to how 
the transfers were to be made. I 
said, ‘“‘I have got my price.” 

Q.—Mr. Whitla seemed to be in 
doubt whether it had been done in 
that way or whether you had brought 
in the papers to him? <A.—No, I 
never had any papers. Never had a 
word of communication with Mr. Fos- 
ter, direct or indirect, nor with the 
Union Trust Company. 

Q.—How do you think it came that 
Mr. Foster when writing Mr. Prit- 
chard on December 23rd. 1903, said, 
“‘T have talked the matter of these 
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lands over with some parties; the 
price is too high as it was asked and 
I can get no one to take any interest 
at any such price.’’ And then he 
goes on and offers $5.25, with 25 cents 
commission, producing the very price 
that you say Mr. Pritchard was ,to 
ask? A.—Well, that may be, I can- 
not tell what Mr. Pritchard told him. 

Q.—Mr. Pritchard says he was ask- 
ing Mr. Foster $7 under your in- 
structions and this is his counter pro- 
position? A.—Well, I am telling you 
Mr. Pritchard is incorrect, absolutely 
incorrect without any doubt about it. 

Q.—You would agree with this that 
this seems like a counter proposi- 
tion from Mr. Foster, offering less 
than Mr. Pritchard was asking? A.— 
Mr. Pritchard, if you knew him as 
well as I do, you would understand 
how Mr. Foster might have said that. 


Q.—You mean to say that Mr. 
Pritchard might be asking more than 
you authorized him to askP A.—Yes, 
he might; would. Has done many 
things that to me seem very strange. 

Q.—Then you suggest that Mr. 
Pritchard, although specially instruct- 
ed by you as to price, was asking 
some higher price? A.—If he got any 


commission out of it he would have to, 


because my price was $6.50. 

Q.—Over time, and $5 cash? A.— 
Yes, 

Q.—Then when you told Mr. Whitla 
to close the transaction, what com- 
munication had you had with Prit- 
chard up to that time, after his re- 
turn? A.—None, other than he came 
in and he asked me if the lands were 
sold. I said, ‘‘No, I haven’t sold 
them.’’ ‘Well, he says, I have a 
purchaser,’’ I said, ‘‘All right, glad 
of it. Close it up.’’ It was all over 
as quick as that. 


Q.—You did not discuss terms at 
all? A.—He said he had got my cash 
price. 

Q.—Was that all he said? <A.— 
That was all. 


Q.—He goes on and in the reply, 
which is written on your letter paper, 
apparently, at least the copy of it is 
on your letter paper, handed to us 
by Mr. Whitla, the letter proposes a 
rearrangement of terms and Prit- 
chard says, that letter was dictated 
by you and signed by him? A.— 
Well, I say it is absolutely untrue. 

Q.—See what he says: (reads from 
‘fas I pointed out when I saw you in 
Toronto”’ to ‘‘I trust you will be able 
to meet me in this slight change.’’) 


Hon, Rodmond P. Roblin, Ex’d. 


So that your profit was not being re- 
ceived all in cash? A.—Yes, I got 
it all in cash, that was my instruction 
to Mr. Whitla. 

Q.—But that could not be so be- 
cause this proposition involved 75 
cents in three months and 75 cents in 


six months? A.—Well, the arrange- 


ment was just to leave it until he 
could buy the whole equity and make 
one transfer of it. 

Q.—Then he was given time to that 
extent ? A.—Well, I was glad to 
sell the land and I called it cash. 

Q.—But there was a modification of 
the arrangement? A.—Well, that 
was Mr. Whitla’s part. I told Mr. 
Whitla to close the transaction. 

Q.—Then you must have known 
these terms before you told him to 
close P A.—No, I never heard the 
terms until now. Never heard those 
terms until now. 

Q.—You say then these terms were 
fixed. by Pritchard or Whitla? A.— 
Whitla was acting for me. 

Q.—Who fixed the terms? Whitla 
says he did not? A.—Well, I did not, 
because I never had a word to say. 

Q.—Would Pritchard fix these terms 
without consultation with you when 
he was right in your office? That 
does not sound very probable? A.— 
That was considered to be cash. 


Q.—By whom was it considered to 
be cash? A.—By Mr. Whitla and 
myself, I presume. 

Q.—Then it was. communicated to 
you and you accepted these payments? 
A.—I accepted what the offer was at 
that time. 

Q.—No, it is not quite what the 
offer was, because the offer was 
$1.25 to be paid to you and $1 in 
say four months, the remainder in 
four yearly instalments. That was 
the proposition. Mr. Pritchard makes 
a change; he wants 75 cents in three 
months and 75 cents in six months 
over the amount payable to the orig- 
inal vendor. Do you say he made 
that change in the proposition with- 
out consultation with you? A.—Yes, 
I say that, so far as the terms are 
concerned and the cash payments, I 
turned that over to Mr. Whitla and 
IT said, ‘‘You close it up as quickly 
as you can.” 

Q.—Then, did he have that gen- 
eral authority that he could make an 
alteration in the terms? A.—I gave 
the instructions to Mr. Whitla. 

Q.—Mr. Whitla denies that he set- 
tled the terms. A.—Well, the terms 
were what we called cash. 
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Q.—At any rate you cannot give 
any further information as to the 
conversation you had with Mr. 
Pritchard than what you have given 
usP A.—No further than he said he 
had made a sale and I accepted it. 


Q.—And you say that while in your 
office as your private secretary he 
would write this letter of the 28th 
December, 1903, without consultation 
with you? A.—Yes, he wrote many 
of them. I did not know he was 
corresponding at all until it came 
out. 

Q.—You had to wait six months 
m order to carry out that transac- 
tion and treat it as cash? A.—iNo, 
I don’t think it was that long. 


Q.—How long was itP A.—I 
couldn’t say, but I don’t think it 
was six months. It was quite a while 
because I protested to Mr. Whitla. 
I thought the delay was his. 

Q.—What did he say? A.—He 
said that he was doing the best he 
could. 

Q.—Did he say the delay was his 
or yours? A.—Well, there was noth- 
ing for me to do because I hadn’t 
anything other than to take the 
money when it was paid over. 


Q.—Now, as a matter of fact, the 
agreement was dated right in the 
same month of December, 1903, and 
the agreement provided for the pay- 
ments to be made at aq later date, 
so it was not left standing until the 
cash was all payable, but an agree- 
ment was signed at once. A.—Well, 
I didn’t know there was an agree- 
ment, even. I never knew there was 
an agreement before until now. If 
there was one. 

Q.—Of course you gave Mr. Whitla 
instructions to enter into an agree- 
ment or he would not enter into one 
himself? A.—No, I didn’t know 
there was an agreement until now. 
If there is one; if you have one 
there. If you say there was one, I 
would say it was the first I ever 
heard of it. You are sure there was 
an agreement? 

Q.—Oh, yes; here is the agreement. 
A.—Well, I never knew there was 
before. 

Q.—That was with the papers you 
saw before. A.—I hadn’t looked any 
of these over. Well, I never knew 
there was an agreement before. I 
thought all that was done was, the 
assignments were made for the vari- 
ous quarter sections and the money 
paid over. That is what I supposed— 


' 6 EDWARD VII., A. 1906. 


Hon, Rodmond P. Roblin, Ex’d. 


Q.—Did you ever quote $7 an acre 
to any person? A.—No. $6.50. That 
is, without paying commission. 

Q.—$6.50 without paying any com- 
mission? A.—Yes. 

Q.—Did you ever quote $7 and pay 
a commission? A.—Not that I re- 
member of. 

Q.—Would you say you never did’? 
A.—Not to my knowledge. I don’t 
think I ever offered the lands myself 
directly to anyone. I always placed 
them in the hands of real estate 
people. 

Q.—I suppose that would follow 
because your name does not appear 
in this transaction at all. And your 
communications, except probably with 
Mr. Pritchard, would be carried on 
through Mr. Whitla? A.—No, never 
did it through Mr. Whitla either. 

Q.—With whom? A.—I would go 
direct to Mr. Hamilton or Mr. Galla- 
gher, or whoever the agent was, and 
say I have these lands and my prices 
are so and so. We sold, I think, 
a half section, if I remember correct- 
ly, no, a quarter section. 

Q.—Mr. Pritchard stated that he 
was authorized by you to offer a sub- 
stantial commission to Mr. Foster 
when he was proposing to make the 
sale. A.—I never knew he was nego- 
tiating with Mr. Foster. 

Q.—Then let us say with the per- 
son with whom he proposed to nego- 
tiate. A.—Well, I never authorized 
him to offer a commission to anyone 
and the only time, as I say, that he 
ever discussed it with me, was when 
he asked me if he might, when he 
was going east, offer these lands, be- 
cause I didn’t know he was in the 
real estate business at all. 


Q.—Did he make any demand on 
you for a commission? A.—No, 
never. 

Q.—Did you ever pay him a com- 
mission? A.— Yes, I gave him $500. 

@.—When? A.—After the matter 
was closed up. MK 

Q.—Was that in pursuance of some 
demand made by him, or request? 
A.—Yes. 

Q.—What demand did he make? 
A.—Well, he said he thought he was 
entitled to something, and I said to 
him, I think, ‘Didn’t you get a 
commission out of it?’ ‘No,’ he 
says, “IT didn’t get anything.’”’ ‘Well. 
then,’’? I said, “TI certainly will pay 
you for any time you may have spent 
on it,’ and I gave him $500. 

Q.—Was there any dispute about 
the amount? A.—No, there was not 
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anything sai@. I just wrote him a 
cheque and gave it to him. 

Q.—Did he ask for more than $500? 
A.—No, he never stated any amount. 

Q.—Did you at any time refuse to 
pay him anything? A.—No, .he ask- 
ed me one day if I didn’t think he 
was entitled to a commission, and I 
said, ‘‘You know my price was a net 
price.’? ‘‘Well,’’ he said, ‘‘I haven’t 
made anything out of it and I have 
effected this sale, and I think I am 
entitled to something.”’ “Well,” I 
said, ‘I will think it over.’’ And I 
did, and I gave him $500. 

Q.—Did you ask him whether any 
commission had been allowed out of 
the sale? A.—He told me he had not 
made anything. 

Q.—Did he say a commission of 25 
cents an acre had been allowed? A. 


—He told me, or Mr. Whitla told, 


“me, | am not sure which, that the 
lands were being transferred on the 
basis of $5.25 an acre. 

Q.—What did you understand be- 
came of the other 25 cents? A.—I 
didn’t know, I supposed Pritchard 
got it until he told me he did not. 

Q.—Then did you find out who got 
it? A.—No, I never asked. I didn’t 
know. 

Q.—You were told by Whitla that 
the sale was on the basis of $5.25 


an acre? A.—Yes, I think it was 
Whitla. 
Q.—And you did not make any in- 


quiry to find out where the 25 cents 
an acre went? A.—No, because it 
was always understood between my- 
self and anyone who was offering these 
lands that I would protect them. 
That is to say I would make the trans- 
fer for any amount above my price 
that they might sell for, and they 
could have it. 

Q.—But Mr. Pritchard was demand- 
ing a.commission from you and you 
were objecting to pay it and here was 
25 cents an acre? A.—I asked him 
and he said he didn’t get a cent out 
of it? 

Q.—What did he tell you became 
Ofeit’. . “AL=el) 4h Gone cuahitks © Lasicod 
him. 

Q.—Do you mean to say you did 
not pursue it further than that? A. 
—No, I haven’t any interest in it. 

Q.—You had an interest in it, if 
that commission had gone to remun- 
erate an agent? A.—No, because I 
had received my price. 

Q.—And your price was to be net 
without any commission? A.—Yes, 


(Mr. Colin H. Campbell, Ex’d.) 


Q.—And he was demanding some- 
thing from you and there was that 
25 cents an acre and you say, on 
your oath, that you did not ask him 
where that went? A.—I asked him 
if he had not been remunerated out 
of that and he said not. 

Q.—And you did not ask him who 
was remunerated out of it? A.— 
No, I did not and don’t know to this 
day who got it. 

Q.—And you did not inquire? A. 
—No, | did not. 

Q.—Is there anything else you de- 
sire to correct or make comment on? 
A.—Yes. Mr. Pritchard says here 
that he left, the official left my ser- 
vice, because he was not promoted. I 
want to say that that was not the 
reason. I asked him to resign for the 
reason that he had been accountant 
in the office for, as he says, twenty- 
two years, and there had been  sys- 
tematically, month after month, for 
over twelve years, stealing and em- 
beazzling going 6n in the Department 
of which he was acocuntant. And 
when it was discovered by the depart- 
mental auditor, the man who was the 
party who was presumed to be the 
guilty one, had absconded, he was in 
the United States, and Mr. Prit- 
chard, being the accountant, was 
brought into my room, with the 
auditor, and he made a statement re- 
garding the matter, as to what he 
knew about it, and then when we ar- 
rested the gentleman or the man, 
Bartlett, breught him back and a 
trial was held, Mr. Pritchard, when 


_he went down to Court, could not re- 


member a single thing that he had 
said to us before Mr. Bartlett was 
arrested, and I said to him, I said,,. 
“Tf you cannot remember anything 
longer than that,’’ I said, ‘‘you had 


‘better resign and leave the service.’’ 


That is how he came to leave. 


Q.—Then was there any other mat- 
ter that was deposed to that you de- 
sired to make any statement about? 
A.—-No, that is:all: 

Q.—That is all then, Mr. Roblin, 
thank you. 


COLIN H. CAMPBELL sworn, Ex- 


amined by 


MR. TILLEY: Q.—Mr.. Campbell,. 
you are the President of the Ontario, 
Manitoba and Western Land Com- 
pany? A.—I am. 

Q.—And Mr. Bettes is the Manager 
of that company? A.—He «is the 
managing Director, 
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Q.—And your company sold to the 
Union Trust Company the Carrot 
River Lands that he spoke about? A. 
—We did. 

Q.—And you have read his evidence 
and Mr. Pritchard’s evidence regard- 
ing that sale? A.—Yes. 


Q.—And you thave some statements 
regarding that that you would like 
to make? <A.—TI have. 


Q.—What are they, Mr. Campbell? 
A.—I wish to say that Mr. Pritchard’s 
statements in very many particulars 
are untrue. Perhaps you will allow 
me to give it in narrative form. 

Q- Yes? F7A\—In* the months of 
August, 1903, my partner, Mr. Craw- 
ford, dropped dead. During’ the 
months of September I was wholly in 
charge and had a great deal of work 
to do. On the Ist October or the 2nd 
October, in attempting to get to my 
office I was unable to do so and was, 
for a considerable part of October 
in my bed. Consequently a good deal 
of what Mr. Pritchard says could 
not possibly have occurred. 

Q.—That is a good deal of what 
he said with regard to what? A. 
What took place between himself and 
myself. 

Q.—At what stage of the transac- 
tion? A.—In October. 

Q.—When the cheque was given? 
A.—Yes. I will comment upon his 
evidence, if you will allow me. Page 
3043;7 IT <think’ “is “the” first. He 
says in answer. to your question, Mr. 
Tilley: ‘‘Tell me just what he said. 
Well, he said, I think it will be to 
your advantage to give me $1,000 of 
this commission.’”’ JI say that is ab- 
solutely untrue. 

Q.—Is that one of the things that 
you say Mr. Pritchard deposed to 
and that could not have happened 
by reason of your illness? Nee | 
mean to say that when the closing 
up of this matter was concerned, if 
you will look at the agreement for 
sale, you will find that I did not sign 
the agreement for sale, although I 
should have signed it, as President 
of the company. You will find that 
the agreement for sale is signed by 
Mr. Bettes, 

Q.—It is dated the 15th October and 
is signed by Mr. Bettes as Manager 
and Secretary-Treasurer, and it is not 
signed by you, you say, as President ? 
A.—No. 

Q.—That indicates to you what 
fact? A.—That I was not around. 

Q.—On what date? The 15th Octo- 
ber? A.—The time of the closing. 
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Q.—Then you say that because Mr. 
Pritchard fixed that conversation at 
the time the agreement was signed 
that that shows that. A.—I say that 
no such conversation as he states 
there, took place at any time. Fur- 
ther, if you will allow me, he says 
that I said to him a little later on, 
‘‘Well, it would be to your advantage 
to give me the amount and he said, 
you go and think it over.’’ I say no® 
such conversation as that ever took 
place between Pritchard and myself. 
Then he goes on further to say that 
he got the cheque and the note from 
me. That is not correct. Then he 
goes on to say that I said to him that 
I thought he had acted wisely. I 
never said anything of the kind. He 
further says ‘that he handed me tele- 
grams or letters from Mr. Foster. I 
wish to say that I never saw a tele- 
gram or a letter from Mr. Foster and 
when he says that he handed me 
papers he says what is absolutely un- 
true. 


Q.—Was there anything else, Mr. 
Campbell? A.—yYes, there are some 
other things. I don’t know whether 
you wish me to take up the agreement 
and the different phases of the agree- 
ment. ° 


Q.—Whatever occurs to you that 
vou feel in justice to yourself should 
be said. A.—A difficulty arose in 
reference to this agreement through 
Mr. Pritchard’s negligence; through 
Mr. Pritchard not representing to the 
purchasers the true condition of the 
title under which our lands were vest- 
ed. For a considerable length of time 
it was doubtful if the sale would go 
through, and Mr. Pritchard asked me 
on his behalf to take hold of it for 
him to see if it was not possible. He 
was exceedingly anxious to make a 
commission. I did so and I straight- 
ened up the matters. What we were 
selling was our equitable interest in 
the agreements and Mr. Pritchard had 
sold or had agreed to sell land for us 
and we had no title to the land and 
then also Mr. Pritchard had neglected 
to explain about the transfers and the 
position of the survey dues and the 
payments. The result of it was that 
the purchasers drove. I think, too hard 
a bargain with the Ontario, Manitoba 
and Western Land Company as_ to 
payments. During the time I told Mr. 
Pritchard that unless this matter could 
be adjusted the question of survey fees 
and other charges would have to be 


debited to his commission. He asked 


me to take hold of it and endeavor 
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to adjust it. I took hold of it and 
adjusted it to the satisfaction of both 
parties. Resulting in that agreement 
which, in the carrying out of it, was 
carried out satisfactorily on both 
sides. After Mr. Pritchard had re- 
ceived the cheque—had received the 
note—some time after I met him and 
asked him to come to my office. He 
came to my offiice. Previous to this 
I had been endeavoring to make sales 
of other lands that were in his hands, 
by offering them for him, and I said 
to him, Mr. Pritchard, I think you 
should give me some compensation, 
and he said, What would you suggest? 
I said, Well, I thought $1,000 was 
fair. He did not demur. Came back 
the next day and imposed a further 
condition, namely that I should take 
these lands, propositions of his, when 
I went to England and endeavor to 
make a disposal of them, which I did. 
Mr. Pritchard did not pay me that 
$1,000 as part of the commission; he 
paid it to me for adequate services 
rendered by me to Mr. Pritchard. 
Q.—Then you were paid $1,000? A. 
—I was, but not as part of the com- 
mission or in the manner that Mr. 
Pritchard sought to convey here. 


Q.—Is there anything else now that 
you wanted to mention? A.—I wish 
to say emphatically that there was no 
duress on Mr. Pritchard, no intimida- 
tion of any kind at all, and I wish to 
say this, that the $1,000 was not paid 
out of the cash he received, but out of 
the note, and when he paid it I said, 
Now, Mr. Pritchard, are you satis- 
fied, and he said, perfectly. 

Q.—What do you mean when you 
say it was paid out of the note? A.— 
Well, the note did not mature, 

Q.—Mr. Pritchard said it was dis- 
counted. A.—Well, I don’t think it 
bears that. 


Q.—Do you say it was not discount- 
ed? A.—I don’t know. It was some 
time after the transaction was closed, 
whether the note was discounted or 
not, I cannot say. 

Q.—Have you looked over your 
papers to see whether you have any 
correspondence between Mr. Prit- 
chard and Mr. Foster or any other 
papers relating to the saleP A.—I 
have, but I know absolutely that I 
have none, 

Q.—Have you looked through them 
to see? A.—Yes. 

Q.—Did you make a careful inves- 
tigation of your books and papers 
before you came away? <A.—The 
practice of our office is, with each 
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transaction as it is closed, to hand 
back with the agreement as it is ex- 
ecuted the correspondénce in connec- 
tion with it. 

Q.—Who would you hand that to? 
A.—That would be handed to the 
Ontario, Manitoba and Western Land 
Company and I requested Mr. Bettes 
to search and bring every paper of 
every kind and description to this 
Commission. 

Q.—Do you hand back to Mr. 
Bettes the correspondence that you 
have carried on yourself? A.—Yes, 
that is the absolute practice of our 
office, 

_Q.—Your own correspondence sett- 
ling the terms of the agreement? A, 
—Yes, we attach them all together. 

cane’ weed over everything? A, 
—Yes, we hand over everythi 
don’t keep it. hice ie 

Q.—You keep no file of papers 
yourselves ? _A.—No, in all our lands 
and everything else we attach every 
bit of correspondence and file it with 
the original papers of the mortgagee. 

Q.—That «is not a mortgage, but 
you say the same practice prevailed? 
A.—The same practice prevailed. 

Q.—Or did you not go through it, 
knowing of that practice? A.— 
Well, I looked through my own papers. 

Q.—What papers would you have to 
look through? A.—I looked through 
to see if there was anything I had of 
any kind or description. 

Q.—And you found nothing? A.— 
Nothing at all. 

Q.—Was the $1,000 credited in your 
books? A.—Well, I looked for the 
credit, and I could not find the credit. 

Q.—Was it paid to you by cheque 
or in cashP A.—In cash. 

Q.—Where was it deposited? A.— 
F cannot tell you where I deposited 
it. 

Q.—Was it depésited through your 
firm’s account? A.—I cannot say 
that it was. 


Q.—Cannot you say that it was not? 
A.—I knew it was not. It might be 
deposited to my credit with the firm. 

ae it? A.—Not that I know 
of. 

Q.—Your investigation that you 
made would indicate that it was not? 
A.— Yes. 


Q.—Did you examine further to see 
where it was deposited? A.—I ex- 
amined my bank books, yes. 

Q.—Did you find it deposited? A. 
—It may be deposited there because 
I find deposits of various amounts, 
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my cash deposits of various amounts 
a@re considerable. My investment ac- 
counts and so on. 

Q.—Then it must be in your pri- 
vate accounut? A.—It is in my pri- 
vate account, no doubt. . 

Q.—Deposited in some private ac- 
count of your own? ,A.—Certainly. 

Q.—But it is not shown as a speci- 
fic item in your account? A.—Not 
that I can say. 

Q.—And you cannot tell us the date 
that you deposited it from any books 
that you have got? A.—No, I tried 
to do that, but I had not before me 
these cheques’ or notes. 


Q.—Is that correct, that you can- 
not from your books in any way trace 
that $1,000 to find when yon deposit- 
ed it? A.—I do not say that I can- 
not. | 

Q.—But you could not when you 
were in Winnipeg? A.—Yes, I could 
not. I had not the documents be- 
fore me. 

Q.—These. of course, would only be 
indicative of the date the cheques were 
given? A.—Yes, I could have gone 
to the bank and seen the deposit slip. 


Q.—Without looking at the bank 
deposit slin you have no means of 
knowing when vou received or de- 


posited the $1,000? A.—No. 


Q.—Neither can you fix the date 
you received it? A.—No, I know it 
was some time after. 


Q.—Now, did you telephone to the 
bank when Mr. Pritchard got this 
see A.—I have no recollection of 
it. 

Q.— Will you swear you did not? 
A.—I cannot remember that and my 
memory is very good. 


Q.—Mr. Pritchard says you tele- 
phoned down to the bank to enable 
him to get it discounted? A.—Well. 
that may be, but I don’t see how or 
why I would. 


Q.—I am speaking of the note? 
A.—Well, I don’t remember it. 

Q.—All you can say is. it may be 
rightP A.—It may be right. 

Q.—And he says, that having dis- 
counted the note it is true that you 
got the $1.000 out of the note, that 
might be so? A.—That might be so. 

Q.—That might be all on the same 
date as the chequeP A.—TI think not. 

Q.—It might be? A.—It might be, 
yes. 

Q.—For anything you can point to 
as establishing another date it might 
be all on the same day as the cheque? 
A.—I know it was subsequent to the 
time he got paid. 
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Q.—Certainly, you said it was No- 
vember 6th? #A.—We had no con- 
versation till after. 

Q.—Pritchard says it was on No- 
vember 6th. Would you say that was 
wrong? A.—What is the date of the 
cheque? 

Q.—November 5th? A.—Possibly. 
I know it was after he received the 
note and cheque. 

Q.—That would be after? A.—He 
had it in his possession. 

Q.—Then had there been no dis- 
cussion between you and Mr. Pritch- 
ard prior to that? A.—None what- 
ever. 

Q.—You see that you signed this 
cheque and you signed the note, you 
noticed that? A.—yYes. 

Q.—So that you knew the note and 
cheque were being issued? A.—Yes. 

Q.—Now, do you say you did not 
hand them to Pritchard? A.—I say 
I did not. 

Q.—Who did hand them to him? 
A.—Mr. Bettes. 

Q.—Are you positive about that? 
A.—Well, I know I did not. Mr. 
Bettes brings the cheques to me to 
sign and I sign them and they go 
back to the office. 

Q.—Did you give him the note? 
A.—No. 

Q.—Will you swear you did not? 
A.—I swear I did not. 

Q.—You swear you did not hand 
Mr. Pritchard the promissory note, 
dated November 5th? A.—I did not. 

Q.—Pritchard said he _ brought 
$1,000 back and discounted the note 
on the 6th, that he received the 
cheque and note on the 6th and gave 
back the $1,000. Now, I understand 
you to agree with Mr. Bettes and 
Mr. Pritchard that the negotiations 
for the sale were carried on by 
Pritchard? A.—There is no doubt 
about that. 

Q.—Who did he carry the negotia- 
tions on with? A.—I don’t know. 
He came in one day. 


Q.—Did he carry the negotiations 
on by correspondence or verbally? 
A.—Well, he came in one day, stood 
by my desk and had a letter. Who 
the letter was from I don’t know. 

Q.—What did he say to you about 
the letter? A.—He said I can sell 
those lands, your Carrot River lands. 
I said, Go and see Mr. Bettes. 

Q.—That is all that you saw about 
the correspondence? A.—Yes. 

Q.—Then how do you know that 
Mr. Pritchard made any misrepre- 
sentations if you did not see the cor- 
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respondence? A.—Because in carry- 
ing it out we knew, not that he had 
made any misrepresentations, but 
that he had failed to give to the 
purchasers the fact, which was well 
known, with us in the West, that we 
simply sold our equity and the pur- 
chaser assumed the payment of the 
survey dues. 


Q.—Did you have correspondence 
straightening out that difficulty? A. 
—Yes. 

Q.—Who with? A.—With the 
Union Trust Company. 

Q.—With the company or with Mr. 
Foster? A.—With the company. 

Q.—Was that before the agreement 
was executed? A.—Before the agree- 
ment was executed. 

Q.—Did you have any discussion 
about payment of the survey fees be- 
fore the arrangement was executed? 
A.—Yes. 

Q.—Mr. Bettes says no. A.—Mr. 
Bettes is mistaken, because I made 
the draft agreement and sent it down, 
by which the purchaser would assume 
the payment of the balance due to 
our vendors, simply selling our equity 
as you will see that Mr. Whitla did 
in this other agreement. 

Q.—Mr. Bettes gave you instruc- 
tions, did he? A.—Yes. 

Q.—And you prepared an agree- 
ment from Mr. Bettes’ instruction? 
A.—Yes. 

Q.—And in that agreement you 
provided that the purchasers should 
pay all the money that was due to 
your vendor? A.—Yes. 

Q.—And that was struck out? A. 
—That was struck out and instead 
of selling our equity 

Q.—Then, that having been struck 
out, did you agree to it? A.—Finally 
we agreed to it. 

Q.—How long did the _ discussion 
take? A.—It went on during part 
of September. 

Q.—How long during September? 
A.—Well, towards the end, I think, 
of September, we finally reached a 
basis. 

Q.—How many letters would pass 
between you and the Trust Company 
regarding it? A.—There were only. 
to me—I have thought over it a good 
deal since and I think there were 
only two letters over this matter of 
the purchase being of the lands in- 
stead of the purchase being of our 
equity. 

Q —That means that you had not 
paid the full purchase price for the 
lands and held them under an agree- 
ment? A.—Yes. 
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Q.—Don’t most people dealing with 
Western lands know that that is the 
state of affairs regarding the title? 
A.—No, and in addition to that we 
were wholly unable to give any reg- 
istered title. 

Q.—You were straightening out the 
work that a solicitor usually per- 
forms? A.—No. 

Q.—What additional work had you? 
A.—I had to adjust the question of 
payments and adjust the question of 
the survey fees, and adjust the ques- 
tion of the taxes. 

Q.—How long did that correspon- 
dence extend over? A.—The corre- 
spondence did not extend over very 
long. Mr. Pritchard, I know, had 
some telegrams over the conditions. 

Q.—How many letters passed be- 
tween you and the Union Trust Com- 
pany over all these matters that were 
in dispute? A.—The letters and 
telegrams would not exceed five or 
six. 

Q.—Now, outside of the other ser- 
vices that you were to render for 
Mr. Pritchard, this $1,000 covers 
that corespondence. A.—And the ser- 
vices I had rendered to him. 


Q.—Now what other services did 
you render except straightening out 
these matters in that correspondence ? 
A.—Well, I am quite willing to go 
into it, if you desire it. if you 
think it is pertinent to the issue. 

Q.—You are contradicting Mr. 
Pritchard’s evidence on that point. 
A.—I am quite willing, if the Chair- 
man thinks it is pertinent, I am 
quite willing to tell you if the mat- 
ter of my charges for what I did is 
pertinent to this issue, I am willing 
to make a full and free and frank 
statement. 


JUDGE MacTAVISH: Q.—You say 
it was your fee for services rendered ? 
A.—Adequate services rendered. 

Q.—In another matter? A.—Yes. 

MR. TILLEY: Q.—Were those 
services rendered prior to November 
6th? A.—Some of them were and 
some of them subsequent. When he 
came back and handed me the thou- 
sand dollars he imposed a condition, 
which condition I fulfilled. 

Q.—Did you ask him for the thou- 
sand dollars A.—No, I suggested 
that as a reasonable fee. 

Q.—You suggested a thousand dol- 
lars as a reasonable fee? A.—Yes. 

Q.—That would be what you re- 
garded as a reasonable fee without 
regard to any subsequent work? A. 
—That was stated. 
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Q.—And he, as a stipulation of 
paying you the thousand dollars, said 
you must do something else for it? 
A.—Yes. 

Q.—And you agreed to it? A.— 

Yes. 
_ Q.—We will leave it at that. Dur- 
ing all that time, of course, you were 
the President of the Ontario, Mani- 
toba and Northwestern Company? 
A.—Yes, but my being President of 
the company, or my being Attorney 
General, had nothing whatever to do 
with the payment of this thousand 
dollars. 

JUDGE MacTAVISH: Q.—You 
were a practising  barrister-at-law ? 
A.—Yes. 

MR. TILLEY: Did you ever dis- 
close that payment of a thousand dol- 
lars to anyone, and if so, whom? A. 
—I never disclosed it to anyone. I 
had forgotten all about it until it 
came up here at this commission. 

Q.—At that time did you have 
partners in your law business? A.— 
I had. 

Q.—And you did not disclose it to 
them? A.—In the month of Sep- 
tember I had no partner. 

Q.—In the month of October? A. 
—I had a partner commencing from 
Ist October, but from the middle of 
August until the Ist October I had 
no law partner entitled to share in 
my profits. 

Q.—But at the time you drew this 
agreement, 15th October? A.—At the 
time I performed these services I had 
no partner. 

Q.—At the time you performed the 
services for which you got the $1,000 
you had no partner. Do I under- 
stand you to say so? A.—yYes, prac- 
tically. 

Q.—I thought you said there were 
services rendered afterwards? A.— 
Yes, afterwards when I went to Eng- 
land. 

Ma UT Risk Ren Ota at) uyOUr 
Honours will adjourn now till eight 
o’clock, we will endeavour to have 
the managers here then. 

(The Commission then adjourned 
ti]l eight o’clock p.m.) 


EVENING SESSION. 


Commission resumed at 8 p. m. 
LIFE MANAGERS’ ASSOCIATION. 


MR. SHEPLEY: The Canadian 
Life Insurance Officers’ Association 
has been holding its meetings to-day, 
with a view to offering suggestions to 
the Commission, and those suggestions 
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which they are prepared to make are 
embodied in what one may call a me- 
morial, which has been furnished us, 
but at such an hour that it has not 
been quite feasible to analyze it with 
care. My suggestion to the Board is 
that in the first place we should ascer- 
tain what companies are represented 
and by what officers, and in the second 
place that we should have some officer 
of the Association, probably the secre- 
tary read a memorial to us, so that 
we might have an idea‘of just what 
the Association has agreed upon, after 
which I would ask your Honours to 
hear any members of the Association 
in respect of these suggestions that 
may have been agreed upon among 
themselves. That of course is a mat- 
ter with which we would not think of 
interfering at all. No doubt they will 
have decided upon some compendious 
method of presenting their views to 
the Board apart from the memorial. 
Then if the President, Mr. Burke, 
will say what companies are repre- 
sented and by what officers, that will 
be the first thing I would like to have 
so that we may know exactly whom 
we have here. 

MR. BURKE: The North American 
Life, represented by Mr. Goldman, 
managing director; the Sun Life by 
Mr. T. B. Macaulay, the actuary and 
secretary; Mr, T. Hilliard, president 
of the Dominion Life Insurance Com- 
pany; the manager of the London Life 
Insurance Co., Mr. Richter; the North- 
ern Life by Mr. Milne; the Federal 
Life by Mr. Dexter, president; the 
Manufacturers Life by Mr. R. F. 
Junkin, managing director and Mr. 
Pabst, the actuary, and the Canada 
Life by Mr. Sanderson, the actuary; 
the Pelican British Empire Life by 
Mr. McDougall, and the Excelsior Life 
by Mr. Marshall, the managing direc- 
tor; the Continental Life by Mr. Ful- 
ler, the actuary; the Imperial Life by 
Mr. Bradshaw; and the Royal Vic- 
toria by myself. 

JUDGE MacTAVISH: The  secre- 
tary of the Association, I understand, 
is Mr. Bradshaw? 

MR. BURKE: Yes. 

JUDGE MacTAVISH: Then we will 
hear Mr. Bradshaw. 

MR. SHEPLEY: There are thir- 
teen companies represented altogether 
by fourteen representatives ? 

MR. BURKE: Yes. Might I cor- 
rect that? Mr. Wood, the actuary of 
the Sun Life, is also present, 

MR. SHEPLEY: I would suggest 
that we have the memorial read, and 
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that the reading be slow and careful, 
so that we may follow it, because some 
of us are perhaps not so apt in those 
matters as the gentlemen themselves. 
The memorial will be exhibit 682. 

(Copies of memorial handed to Com- 
missioners). 

MR. DAVID BURKE then read the 
memorial. -atae ; 

MR. SHEPLEY: This is largely an 
actuarial question involved in the 
schedule? ; 

MR. BURKE: Yes. 

MR. SHEPLEY: Practically alto- 
gether an actuarial calculation ? 

MR. BURKE: Altogether. 

MR. SHEPLEY: And _ probably 
without some assistance in respect of 
the formula, we might not perhaps 
get very much aid from that in a 
cursory discussion such as we are able 
to have just now, 

MR, BURKE: Quite possible. 

MR. SHEPLEY: I am quite in the 
hands of your Association, but I would 
suggest that it is perhaps better for 
us to-night to discuss the practical 
suggestions you have made rather 
thau to go into this technical formula. 
Would you agree to that? 


MR. BURKE: I think there would 
be no objection, I am sure. 


MR. SHEPLEY: I do not mean at 
all to say that we won’t at some 
future time ask actuarial assistance 
in respect or the formula from actu- 
aries of the various companies, but so 
far as to-night is concerned, as we 
have not our actuary here, we might 
perhaps make better progress by dis- 
cussing the suggestions you have 
made. 

MR. BURKE: I think that would 
be satisfactory. : 


MR. SHEPLEY: Then Mr. Burke 
if you will be good enough to elabor- 
ate this a little for us I shall be glad. 
Your first recommendation is with re- 
spect to publicity, and you have used 
the word ‘‘adequate.’’ That is a word 
which requires some elaboration for us 
—adequate publicity. 

MR. BURKE: We mean by the 
word ‘‘adequate’’ that the returns 
shall give the entire business of the 
vompany in detail as far as possible. 


MR. SHEPLEY: Do you include in 
that their business from a financial 
sense as well as their business from the 
insurance standpoint? 


MR. BRURKE: Well the business of 
insurance would be from the insurance 
standpoint, taking up the different 
branches of the companies’ business, 
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each department of the company giv- 
ing the details of that department, 
so that the public may have a thor- 
ough understanding of the practices 
of the company and the position of it. 

MR. SHEPLEY: I would much 
rather not interrupt you while you 
elaborate on this—yon and any other 
gentleman who may address us—unless 
something occurs to me as you go 
along; so that if you will deal with 
this a little in detail it might help us. 

MR. BURKE: ‘The Life Officers’ 
Association place a very high regard 
on the methods of the business in Eng- 
land, and it seems that their publicity 
has been the safeguard of the business, 
and has taken the place of restrictive 
legislation. We think that publicity 
is the greatest incentive for a life in- 
surance manager to make the best 
possible record he can on all lines, 
both for the benefit of the policy hold- 
ers or its solidity, or its method, and 
for general good results. 

MR. LANGMUIR: What is the ex- 
tent and character of the publicity in 
England? 

MR. BURKE: The publicity in Eng- 
land, is, I suppose, exhibited in the 
portd of Trade returns to a large ex- 

nt. 5) 

MR. LANGMUIR: We know that, 
but anything more than that? 


MR. BURKE: I do not know that 
there are returns made to any other 
office, excepting to the Board of Trade. 
There is no insurance department in 
England. 

MR. SHEPLEY: Would you sug- 
gest then that we should in this coun- 
try have returns giving each year such 
information as is given in the board 
of returns, or would you suggest that 
we might even have greater publicity 
than those returns would give? 

MR. BURKE: Well, I think I 
could reply to that by saying that I 
would advise the utmost publicity. I 
have not the Board of Trade returns 
before me for comparison or criti- 
cism but I would advocate the fullest 
possible returns. 

MR. LANGMUIR: The conditions 
are not different in England from 
what they are here? 

MR. BURKE: They are somewhat 
different. 

MR. LANGMUIR: How would you 
meet that? 

MR. BURKE: That would have to 
be very carefully considered—the ad- 
justment of the conditions to the re- 
quirements. 
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MR. LANGMUIR: I have more 
particular reference to the conditions 
of the investment market. | 

MR. BURKE: I do not think there 
are any restrictions in England on 
the investments. 

MR. LANGMUIR: There are some 
I think. Mr. Bradshaw I think re- 
fers to it in his pamphlet which he 
issued, does he not? 

MR. BRADSHAW: There are prac- 
tically no restrictions in life imsur- 
ance investments in England. 

MR. LANGMUIR: None whatever? 

MR. BRADSHAW: None what- 
ever. Whenever a company applies 
for enlarged powers, those enlarged 
powers are freely given. 

MR. SHEPLEY: There are no 
legislative restrictions I understand. 

MR. BRADSHAW: No. 

MR. SHEPLEY: When you say in 
this paragraph ‘‘Based upon freedom 


and publicity,’ you mean freedom in © 


respect of investments and all other 
insurance questions and publicity in 
respect of all the company may be 
doing P 

MR. BURKE: I mean in that con- 
nection greater freedom in investments 
and more publicity in information 
given to the Government. 

MR. SHEPLEY: I trust all the 
members of the Association will quite 
understand that the discussion is en- 
tirely informal. 


JUDGE MacTAVISH: Oh quite. 


MR. SHEPLEY: And what we 
want is a full and clear and general 
expression of opinion. 


JUDGE MacTAVISH: We want a 
general expression of opinion from 
every person that can give us any 
information or any suggestions or. any 
instructions. 


MR. SHEPLEY: The freer the 
discussion is the ‘better it -will serve 
our purpose. — 

- JUBGE MacTAVISH: Yes. 

MR. SHEPLEY: I hope all the 
gentlemen understand that. There is 
nothing stilted or archaic about this. 
It is just a general discussion in 
which we want to hear everybody’s 
opinion. 

MR GOLDMAN: The reason I ask- 
ed if the discussion was general was 
because of the question about the 
English Board of Trade returns. They 
differ very materially from those in 
Canada; what is known as a revenue 
account, the premiums of the year, 
not the premiums actually received, 
the outgo of the year, and what 1s 
paid for the year; then the difference 
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that is to be paid is brought down 
as a liability. Their returns are made 


‘ each year, simply a revenue account, 


and the assets and liabilities, instead 
of being shown each year as in Canada 
—that is the net reserve liability, 
which by this time you _ gentlemen 
understand as well as we do—are 
simply brought down, the total sums 
in hand, and they call it the assur- 
ance fund. I should in justice say 
that there is at least one company 
there, the old Prudential, that makes 
an annual statement, but it is of its 
own accord; it is not required annual- 
ly. Now, each five years the com- 
pany must furnish a full detailed re- 
turn, and no doubt you have seen 
that in its form here. Now, for a 
Canadian company to be required to 
furnish such a return annually—that 
was the question which was put to 
us—would be very laborious, and 
would be of very little use in that 
they require to give a detailed list of 
every policy, its different clauses, and 
the premiums charged on it. That 
is of no special benefit to the public, 
to the policyholders, and is of benefit 
only to our own assurance depart- 
ment. We make valuations annual- 
ly, and it is checked by the depart- 
ment yearly. Now, with respect to 
the question of profit, that also is a 
matter dealt with by the British com- 
pany usually each five years. It used 
to be septennially, but the majority 
of them now have it quinquennially. 
Then at each five years they are re- 
quired to give in detail about what 
is suggested in this report, and also 
to show the rate of interest earned 
on their investment, and the surren- 
der values and details of that kind, 
and it has been found since the pass- 
ing of the Act of 1870, and some 
amendments thereto, that it has been 
highly satisfactory and has proved a 
great benefit. I just wish to make 
these few remarks at the present 
time. 


MR. SHEPLEY: I think you are 
all agreed that the British system 
leaves the company absolutely un- 
tramelled with regard to investments. 


MR. GOLDMAN: Absolutely un- 
tramelled as to investment, and also 
untramelled for five years as to the 
valuation, but there is this feature 
about it— ; 

MR. SHEPLEY: Let me inter- 
rupt for a moment. Are you not real- 
ly absolutely untramelled in Great 
Britain with regard to the valuation, 
except for of course public opinion, 
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and the fact that you have to make 
public your valuation every five years? 

MR. GOLDMAN: Yes and no. 
Force of public opinion means really 
competition between the companies, 
and the tendency of the companies 
there has been for the last five or 
ten years to incréase their valua- 
tions in that they have reduced the 
rate of interest on which their valua- 
tion has been based. For instance, 
the London Life Association and one 
or two other companies actually value 
on a two and a half per cent basis. 
Well, you have learned enough about 
life insurance by this time to know 
that if such a severe test were ap- 
plied in this country very few of the 
companies would have a gross prem- 
ium equivalent to the net premium. 
However, that has been brought about 
by competition, one company trying to 
do better for its policyholders than 
the other, and also to live within 
the rate of interest they are earning. 
That is the great point. 

MR. SHEPLEY: What I wanted 
to know was this: in Great Britain 
one company every five years makes 
public in the Board of Trade returns 
the basis upon which its reserve or 
its valuation is made? 


MR. GOLDMAN: Yes. 

MR. SHEPLEY: ‘Another com- 
pany does the same? 

MR. GOLDMAN: Yes. 

MR. SHEPLEY: Another company 
does the same? 

MR. GOLDMAN: Yes. 


MR. SHEPLEY: I rather under- | 


stand—and I want to know whether 
I am right about that—that there 
is no legislative restrictions upon 
what the companies there do in that 
regard ? ; 

MR. GOLDMAN: None whatever. 

MR. SHEPLEY: But they are left 
to secure such advantages between 
themselves as publicity in respect of 
their methods will give them? 

MR. GOLDMAN: Exactly. But 
there is this feature; that you will 
notice in the Board of Trade returns 
that where a company appears to be 
valuing its policies upon unsound 
lines, or its assets appear to be pad- 
ded, or anything of that sort, as hap- 
pened in one or two of the smaller 
companies doing business on differ- 
ent lines, the secretary of the Board 
of Trade communicates with the man- 


ager or secretary of that company, 


and then that correspondence is pub- 
lished with their return to the Board 
of Trade. That is part of the pub- 
licity. 
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MR. SANDERSON: I would sug- 
gest the importance of emphasizing 
the underlying principle in this first 
section. From an examination of the 
operation of the companies, it is ob- 
vious certain reforms in the Insur- 
ance Act would be required, and the 
object of that section was to bring 
about these changes and_ reforms 
through ‘the medium of _ publicity 
rather thar restriction and prohibi- 
tion; in other words, as far as pos- 
sible to proceed upon the lines of 
the English system rather than the 
Armstrong regulations, but not to 
transport the whole of their system 
here. 

MR. SHEPLEY: I think the para- 
graph in this document makes that 
quite clear. Then there was just the 
other question about the returns, I 
divided what Mr. Goldman said into 
three heads, investment, reserve and 
return. Would you mind telling me 
again what you have in your mind 
about annual returns? 

MR, GOLDMAN: The annual re- 
turns in Great Britain differ in two 
respects; first, the Canadian system 
requires a cash return, while in Eng- 
land it is a revenue return. Then in 
Canada we are required to make a 
full return annually. That is simply 
required once in five years in Great 
Britain. 

MR. SHEPLEY: I do not want to 
trench upon any ground upon which 
your Association is not a unit at all, 
unless I can get it by way of indi- 
vidual views, but is it suggested that 
returns should be made here less fre- 
quently than once a year? 

MR. GOLDMAN: Oh, no. 

MR. SHEPLEY: You think that 
principle is too well established here 
to be departed from? 

MR. GOLDMAN: Oh, yes; I think 
I am safe in saying that the com- 
panies have no thought of suggest- 
ing any changes in that respect. It 
is too well established on this con- 
tinent—the annual returns. 

A MEMBER: There are annual 
returns in England. 

MR. SHEPLEY: But not in these 
respects. 


MR. MACAULAY: Mr. Goldman 
means the annual returns with valua- 
tions and so on. 

MR. SHEPLEY: You are not sug- 
gesting that there should be a valua-. 
tion every year? 

MR. GOLDMAN: Oh, no. We do 
not want to move away from any 
lines of safety. 
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MR. SHEPLEY: Do you favour a 
return based upon revenue rather 
than a return based upon—what was 
the figure you used? 

MR. GOLDMAN: Cash. No I pre- 
fer the present system, the cash sys- 
tem. 

MR. SHEPLEY: Would it be pos- 
sible for you gentleman in respect 
of the return to prepare and submit 
to the Commission a form of return 
embracing all the features that you 
think it would be useful to include 
in the return by way of giving the 
public greater information? 

MR. GOLDMAN: Yes, we would 
be very happy to prepare such a 
document. 

MR. HILLIARD: Just a word 
here. What we really propose wiil 
be found in the latter pages. The 
principle is set forth in number l. 
Now you are asking for some details. 
The details of our proposal are set 
forth in the remaining sections. You 
will come to them by and by in due 
course. I venture that suggestion as 
helping to clear the way. 

MR. SHEPLEY: What suggestion 
do you refer to? 

MR. HILLIARD: In the matter 
of the changes of the forms of re- 
turns. The changes are mentioned in 
the preceding pages and in other 
respects we propose no change in the 
present system. 

MR. SHEPLEY: I am sure you 
are more likely to be right than I 
am, but I do not recollect that it 
was read from the memorial. 

MR. HILLIARD: You will find it 
in sections 6, 7 and 8, and some 
details in 9. 

MR. SHEPLEY: I see a general 
statement at the end of paragraph 
§ that the Government statement 
form be revised in such a way as to 
call for greater detail in respect of 
income, assets and liabilities. 

MR. HILLIARD: I might venture 
just one suggestion; that it was in 
the minds of some, although not de- 
cided upon officially, that no doubt 
the Commission would consult with 
the Insurance Department as to the 
precise form of the return. No doubt 
that will be done, and, therefore, we 
did not think it necessary to go over 
that form in detail. 

MR. MACAULAY: I think our 
returns are already superior to the 
British returns on most points. 

MR. SHEPLEY: On some points 
I would agree with you. You say 
on most. 
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MR. MACAULAY: I think on 
most. The returns of income and 
disbursements are given in greater 
detail with us. The British returns, 
while they are very satisfactory in 
some respects, are sadly lacking in 
details about investments. To a Can- 
adian eye they are lacking in detail 
about investment. 


MR. SHEPLEY: I suppose it is 
because there is no restrictive legis- 
lation there at all? 


_ MR. MACAULAY: I do not think 
it has any connection with that, but 
that is the point where we think the 
British returns are not all that they 
might be. On the other hand, the 
British returns have gone into other 
details which until lately have never 
been asked for on this side of the 
Atlantic to any extent. I refer in 
particular to questions about profits 
and surrender values, and things of 
that kind. On this side of the At- 
lantic, both in the United States and 
Canada, the practice has been to ask 
very full details in regard to income, 
disbursements, assets, liabilities and 
surplus, but as to what a company 
was actually paying and doing for its 
policy-holders the returns have been 
practically silent. The British returns 
have been much superior to ours in 
that respect in the way of giving 
examples of profits and examples of 
surrender values. The companies also 
give greater details in regard to the 
method of valuation, but those are 
hardly applicable to Canadian meth- 
ods. I do not think we should try 
to adopt their details of the valuation 
system, but. whether or not it would 
be desirable to take a leaf out of 
their book in regard to such things 
as profits and surrender values is a 
matter well worth considering. 


MR. SHEPLEY: Would any other 
gentleman desire to speak before we 
pass on to the next paragraph. I 
dare say we are anticipating a little 
in what we have been saying, but I 
was going to suggest that we pro- 
ceed now to the second paragraph, 
which is a specific matter by itself, 
unless some other gentleman would 
like to give us his view. Mr. Geary 
has been good enough to suggest 
something that may be of value. In 
speaking of publicity, is the feeling 
of the Association that there should 
be publicity otherwise than in respect 
of returns to the Government—pub- 
licity, for instance, by publication to 
the policy-holders independently of 
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Government returns? Has that been 
considered ? 

MR. MACAULAY: I do not think 
that any of us had any idea that any 
form of publicity, apart from what 
was given in the Government returns, 
would be necessary. 

MR. SHEPLEY: Then in respect 
of investments, has the Association 
considered this question; whether or 
not, taking a Government return for 
any particular year, the history of 
its funds through its various phases 
of investment should appear in the 
Government return, or whether you 
should take the 3lst December as the 
absolute date, and say the funds are 

“invested in so and so on the 8lst 
December? Has that been  consid- 
ered P 

MR. MACAULAY: It has not been 
discussed at all. 

MR. SHEPLEY: Would there be 
any objection to an expression of the 
views of the members of the Asso- 
ciation on that, because that is a 
question that has given us a good 
deal of trouble. 

MR. GOLDMAN: You have in 

‘view the movements of the companies’ 
securities throughout the whole year. 
I think that covers your point? 


MR. SHEPLEY: Yes, precisely. 
MR. LANGMUIR: The _ whole 


movement. 

MR. GOLDMAN: It has not occur- 
red to me before, but I gather from 
you that if we start at the beginning 
of the year with a certain line of 
security, we show what we have added 
to that during the year and we show 
which of them go away, and ultimate- 
ly at the end of year the whole lot 
is grouped. 

MR. SHEPLEY: You turn up with 
so much in your hands? 


MR. GOLDMAN: So that the idea 
is then that if any one is having a 
trade on a security we show what is 
done with it. If any of them slip 
away the Department will see what 
became of them. In other words, it 
is an absolute check on the company’s 
securities. It has not been discussed 
but I see no objection to it. 

MR. MACAULAY: It has not been 
discussed, but I think every one of 
us would see no objection to it at 
all except the one practical point of 
the bulkiness of the Government re- 
turns. Outside of that there is no 
obiection in the world to it. 

MR. HILLIARD: We are speak- 
ing individually on the point raised 
‘by Mr. Shepley. I wonld say also 
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that there is no objection whatever 
to a full accounting throughout the 
year of the movements of the securi- 
ties. 

JUDGE MacTAVISH: The gentle- 
men present had better understand 
in regard to this question that we 
will take silence as giving consent. 

MR. GOLDMAN: You mean in re- 
gard to showing the movements of 
the companies’ securities during the 
year? 

JUDGE MacTAVISH: Yes. 

MR. GOLDMAN: It seems a very 
proper return to have. 

MR. SHEPLEY: I think we have 
discussed the various features involv- 
ed in this adequate publicity clause 
Then the next clause, ‘‘Each com- 
pany shall, on every policy issued by 
them’’ (reads clause). I understand 
that you are all agreed upon that. 
and I suppose the result of that wouid 
probably be to secure something like 
uniformity in the practice of varioas 
companies. 

MR. MACAULAY: TI do not think 
we want uniformity. 

MR. SHEPLEY: Competition ? 

MR. MACAULEY: We think com- 
petition is a good deal better than 
uniformity. Our feeling is that this 
is another place where publicity will 
come in to help matters out, and it 
is desired that every company shall 
state what it is going to do in clear 
and unambiguous language on every 
policy, and that every company 
should be left as free as the air to 
decide what form of non-forfeiture 
and surrender regulations it will have, 
and we think in that way in the end 
we will get very much better regu- 
lations than in any other way. 

MR. SHEPLEY: Do you all agree 
that that is better than making some 
uniform regulation with respect to 
the proportion the surrender value 
and- non-forfeitable provisions should 
bear to the reserve? 


MR. MACAULAY: I think we are 
decidedly uniform on that. Our ad- 
vice would be against any Govern- 
ment returns in that regard. 

MR. SHEPLEY: Against any com- 
pulsory uniformity ? 

MR. MACAULAY: Very decidedly 
against that. 

MR. SHEPLEY: You are deter- 
mined to preserve competitiye fea- 
tures P 

MR. MACAULAY: That is the 
best way. That would give better 
results than any Government regula- 
tion. 
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MR. SHEPLEY: Will some one of 
you gentlemen who has taken part 
in the compiling of this clause with 
respect to investments just tell us in 
a word—we could find it in five min- 
utes, by turning to the Act—what 
alterations you are suggesting in the 
present provision with respect to in- 
vestment P 

JUDGE MacTAVISH: What 
changes are suggested by this clause 
3, by the new section? 

MR. SHEPLEY: Perhaps the 
president has considered that and can 
tell us in a moment? 

MR. BURKE: I was not one of 
the committee that drafted that 
clause. 

ee MacTAVISH: Who draft- 
ed it! 

MR. BURKE: Some of the Toronto 
gentlemen, I think. ~ 

MR. BRADSHAW: In the first 
clause it is suggested that the com- 
panies be permitted to invest in pub- 
lic debentures, bonds, stocks, consuls 
or any securities of Canada or any of 
the provinces of Canada, or of any 
other country, or any municipal cor- 
poration 

MR. SHEPLEY: You have added 
the words ‘‘or for any other country.”’ 
That is the change? 

MR. BRADSHAW: | That is the 
change. The idea is to give absolute 
freedom in the investment of bonds, 
etc. Clause B refers to the bonds of 
any company or corporation, which 
bonds are secured by a mortgage to 
trustees or trust corporation or other- 
wise. In the Act at present there 
are a number of institutions enumer- 
ated in which the company may in- 
vest their bonds. The idea here’ is 

‘to widen the powers, so as to permit 
the investment in the bonds of any 
company provided these bonds are 
secured by a mortgage to a trust com- 
pany or trustee. 


MR. SHEPLEY: You are altering 
that absolutely without regard to the 
locality of the property upon which 
the trust mortgage is secured? 

MR. BRADSHAW: Yes. The com- 
panies are doing business in various 
countries, and it was thought desir- 
able they should have the opportunity 
of investing their funds in the first 
securities of the company or corpora- 
tion. You will notice that the mort- 
gage is secured upon real estate. 

JUDGE MacTAVISH: Or other 
assets P 

MR. BRADSHAW: Yes, or other 
assets of the company: and in the 
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second class of security debenture, we 
ask that we be permitted te invest 
in the debentures or other evidences 
of indebtedness of any company or 
corporation which has been doing busi- 
ness for a term of not less than three 
years prior to the date of the invest- 
ment, and provided there has been 
no default in the payment of the in- 
terest during that time. 

MR. SHEPLEY: That is without 
regard to whether or not in regard 
to these debentures there is a security 
upon assets— 

MR. BRADSHAW: Yes. 

MR. SHEPLEY: They may be pro- 
missory notes without any security be- 
hind them except the promise to pay? 

MR. BRADSHAW: But the com- 
pany would never take promissory 
notes. 

MR. SHEPLEY: But there is no 
more security than in the case of a 
promissory note. 

MR. MACAULAY: There is a dis- 
tinction between the two classes of 
bonds. The first is secured by mort- 
gage and in the second ease there 
is no restriction whatever; and then 
bonds that are not secured by mort- 
gage, so long as they have paid the 
interest for three years. 

MR. SHEPLEY: But these are 
without any security upon assets. 


MR. MACAULAY: Yes. 

MR. BRADSHAW: Then we come 
down to the third grade of security, 
stock. 

MR. GOLDMAN: As I understand 
it—I did not draw this clause, and 
Mr. Bradshaw will perhaps explain, or 
will I do it? I judge the reason of itis 
this: there is a difference in finance 
between the bonds and debentures. A 
bond is a paper security secured by 
a trust deed. A debenture is a se- 
curity— 

MR. SHEPLEY: A paper secur- 


ity. 
MR. GOLDMAN: A paper security 
covering the same class of property. 
MR. SHEPLEY: No. 


MR. GOLDMAN: Pardon me; 
there are lots of companies having 
real estate security and _ buildings, 
and they issue debentures. They are 
empowered by their Act to issue de- 
bentures, and that is a debenture 
without mortgage. That is the dis- 
tinction between the two. But when 
we say a debenture without security 
what we wanted to say is that it is 
without the mortgage bond. 


Q.—MR. SHEPLEY: I should have 
thought there was no difference at 
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all between the security of a deben- 
ture which is by mortgage charged 
upon real estate or other assets, and 
_a bond or debenture which is without 
any mortgage at all secured by 
statute. 

MR. GOLDMAN: There is a dis- 
tinction between the two as I have 
explained. One is called a bond and 
the other a debenture. 

MR. SHEPLEY: If you are all 
agreed upon that, that is satisfactory. 
As I said a moment ago a bond is not 
merely a promise to pay, but a promise 
to pay secured by an instrument un- 
der the statute. 

MR. MACAULAY: By bond we 
mean a bond secured by mortgage. 
Then in the United States they speak 
of a debenture bond, or as a debenture 
being a bond, the same in every re- 
spect, and perhaps having security 
behind it but not carrying a mort- 


gage. | ‘ 

MR. SHEPLEY: Do not say per- 
haps having security behind it. 

MR. MACAULAY: Well, not hav- 
ing security. It has the promise of 
the company to pay behind it. 

MR. SHEPLEY: That is what I 
said and Mr. Goldman does not agree 
with me. 

MR. LANGMUIR: As I understand 
what you say there may be two issues. 
First the bond issue based upon a 
mortgage; then a debenture or an 
sevidence of indebte\dness with the 
same company; therefore the assets of 
the company would be a first charge 
for the bond issue, would it not? 

MR. MACAULAY: That is right. 


MR. LANGMUIR: - But when a 
company has issued a second kind of 
security, and has paid its interest 
promptly for three years, that would 
be a valid security in your opinion? 


MR. MACAULAY: That is it ex- 
actly; no restriction at all if the bonds 
are secured by mortgage, and the re- 
striction that the company must have 
been going for three years and pay- 
ing its interest if not secured by 
mortgage. 

MR. GOLDMAN: Take the Electric 
Power Company on the other side. 
Their first issue was ten million of 
bonds; then they had trouble with the 
ice and they required to issue three 
million more making an indebtedness 
of thirteen million. The first issue 
was ten million of bonds and the sec- 
ond issue three million of debentures. 


MR. SHEPLEY: Those were sub- 


sequent to the ten million? 
MR. GOLDMAN: Yes. 
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_ MR. SHEPLEY: Were they issued 
in such a way that you could have 
had a receiver appointed and the 
property sold as in the first issue of 
bonds, or would you have to sue on 
them as on a promise to pay? 

MR. GOLDMAN: I have not made 
myself thoroughly familiar with them. 
As I understand it, under the issue 
of the ten million of bonds you could 
come in and take the property and 
sell it, and the three million of de- 
bentures was a second security and 
would come after the bonds. 

MR. SHEPLEY: If after the first 
issue of bonds which were charged 
upon the assets of the company you 
had another issue of debentures, we 
will call them, which were not a 
specific charye, they were secured by 
the promise of the company to pay; 
and supposing afterwards the com- 
pany wanted more money, and raised 
more money upon a third issue of 
debentures, and more after that upon 
a fourth issue of debentures, would 
your idea be that there would be any 
priority in these various classes? 

MR. MACAULAY: The first secur- 
ed by mortgage would rank ahead of 
everything, and all the others would 
be equal. 

JUDGE MacTAVISH: Supposing 
the North American Life invested its 
funds and acquired all the bonds of 
a company, and the company also 
issued debentures, the bonds are re- 
ferred to first as being bonds secured 
by mortgage, would the Sun Life be 
willing to take the debentures of that 
company P : 

MR. MACAULAY: No, sir. The 
idea that we have is that companies 
should not be at liberty to take those 
unsecured debentures unless the com- 
pany that is issuing debentures has 
given some evidence of its ability. 

MR. SHEPLEY: Of its ability to 
carry all the water there is in it? 

MR, MACAULAY: Yes. 

JUDGE MacTAVISH: Then if 
these debentures had paid their in- 
terest for three years, the Sun Life, 
in the instance I have given, would 
be willing to invest its funds in the 
debentures, aiter the North Ameri- 
can Life had secured the bonds? 

MR. MACAULAY: Please don’t 
say the Sun Life would be willing to. 

MR. SHEPLEY: You would con- 
sider every proposition on its merits? 

MR. MACAULAY: We are not 
talking about any one company. 


JUDGE MacTAVISH: I was only 
trying to get an example, to see if 
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we could understand exactly the posi- 
tion of the companies. 

MR. MACAULAY: The point is as 
to what would be legal, and then it 
would be left to the directors to set-. 
tle in every case, which of these 
things they would choose. We are all 
agreed that it would be a mistake 
for the law to take the responsibility 
out of the directors’ hands and put 
too many hedges around it. The re- 
sponsibility must be left with the 
directors, and only such restrictions 
as are absolutely necessary should be 
placed around the legal abilities of 
the company. 

MR. McDOUGALL: I think it 
might be useful if I should make one 
short remark. I may be wrong, but 
I do not think I am. This clause 
in its fullness was submitted some 
time ago on behalf of this Associa- 
tion, and considered by the Finance 
Minister. I believe there is no sub- 
stantial alteration in the clause be- 
fore us this evening that was sub- 
mitted by the Association to the 
Finance Minister. 

MR. BRADSHAW: Take the Bell 
Telephone Company; they do _ not 
issue bonds. They issue debentures, 
and the debenture of the Bell Tele- 
phone Company is regarded as a very 
high grade security, and it is not a 
debenture secured by mortgage on 
real estate. 

MR. LANGMUIR: That company 
issues no bonds. 


MR. BRADSHAW: No. - 


MR. LANGMUIR: All its issues 
without bonds stand on the same 
footing P 

MR. BRADSHAW: Yes, but it is 
not secured by mortgage on real es- 
tate. 


MR. SHEPLEY: I was going to 
say it is not unusual; it is unusual, 
but it is not unknown that by the 
very terms of the mortgage enabling 
these securities to be issued there may 
be, without mortgage, a registration 
or charge upon the assets, just as 
though there was a mortgage. That 
may be so with the Bell Telephone. 

MR. BRADSHAW: It is the case, 
but not on real estate. They exclude 
real estate. 


MR. LANGMUIR: The trouble. if 
any, that is likely to arise is the 
priority of the first mortgage bonds. 
There may be such a thing as great 
prosperity for the next three years. 
so that the interest on the issues other 
than mortgage bonds may be paid 
promptly, and then undue competi- 
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tion sets in, and they may stop pay- 
ing the interest almost immediately 
afterwards. There may be cases of 
that kind. 

MR. MACAULEY: There is one 
point we ought to make clear, that 
when we speak of mortgage bonds 
we do not necessarily mean first mort- 
gage bonds. We mean bonds secured 
by mortgage of any kind, .first or 
second. We do not think there should 
be any distinction so long as they 
are secured by mortgage, first or 
second. 

MR. SHEPLEY: You would leave 
the selection very largely in the hands 
of the management? 

MR. MACAULAY: Yes. 

MR. JUNKIN: Just one point in 
regard to debentures. Although they 
are not gq first mortgage on the main 
securities of the company, they are 
very often very well secured by other 
securities that are assigned as collat- 
eral. Take, for instance, the deben- 
tures of the Niagara Falls Power 
Company which were mentioned. 
They are a debenture of the company 
on the plant on the American side; 
but the first mortgage bonds on their 
plant on the Canadian side are 
assigned as a_ collateral security, 
which makes them, if anything, a 
better security than their own first 
mortgage bonds, and very many 
other corporations have done _ the 
same thing. Take the Canadian 
Northern, their bonds are secured by 
a great many assets that are assigned 
—those that are not covered by first 
mortgage bonds. 

MR. LANGMUIR: I know there 
are a great many cases of that kind. 

MR. SHEPLEY: It is not un- 
known in this inquiry; we have heard 
of bonds being secured by transfers 
of stock. 

MR. JUNKINS: ‘Yes, and I was 
going to remark that the debentures 
are ahead of the stock. If a com- 
pany may invest in any stock of any 
company, much more may they invest 
in debentures. 

JUDGE MacTAVISH: We have 
not come to that yet. 

MR. SHEPLEY: I thought Mr. 
Macaulay would rise, but he did not. 

MR. KENT: I think it would be 
well before going any further to see 
which of the delegates here, if any, 
are going to leave to-night. It must 
be quite apparent to all of you that 
we cannot discuss all these questions 
in say two hours’ time, or an hour 
from now. If we are going to ad- 
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journ at ten o'clock the consequence 
will be, if a bill is brought im im 
Parliament, all these gentlemen will 
be in Ottawa, to oppose some part 
of the measure. I consider now 1s 
the time to give their opinion, before 
the bill is elaborated, and I think all 
those members that are here should 
stay over until to-morrow, so that we 
can further discuss the question. 

MR. SHEPLEY: I should be de- 
lighted if that could be arranged, 
because I entirely agree that this is 
a discussion which is of so great im- 
portance that we should not hurry it 
at all. We should get exhaustedly 
the views of the gentlemen, and no- 
body can be so well qualified as these 
gentlemen are to express views and 
opinions which would be of value to 
this Commission. 

MR. LANGMUIR: I think it 
would be a great pity to close the 
discussion to-night. 

MR. KENT: I should want to take 
up the time of these gentlemen my- 
self for half an hour, to say nothing 
of anybody else. They are here now 
and on some questions they entirely 
disagree, and I want to find out just 
what argument each one has for the 
view he takes of it. 

MR. SHEPLEY: Or at all events 
upon many questions they have not 
been able to agree. Nobody can have 
heard this document read without 
having seen that a, great many of the 
questions which are troubling us are 
not touched upon in it, and as to 
all those it would be most useful for 
us to hear divergent views on the 
part of these gentlemen. 


JUDGE MacTAVISH: I would say 
especially divergent views. 

MR. KENT: There is Mr. Gold- 
man with his views about not per- 
mitting policy-holders to vote, and 
there are others who hold the other 
view. 

MR. GOLDMAN: I beg pardon, I 
did not express that view. 

MR. KENT: Then I have made a 
mistake. Several managers have stat- 
ed that they did not believe in allow- 
ing policy-holders to vote. Take 
Macaulay, for instance. About one- 
half of the managers are opposed to 
the policy-holders’ right to vote, but 
the other half are enthusiastically in 
favour of it. I want to devote some 
little time to-morrow, if possible. to 
see what argument can be adduced. 
because, as you may have noticed. I 
consider myself the champion of the 
policy-holders.. It is a matter upon 
which J have some strong convictions. 
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and I was just waiting for a meeting 
of this kind to try to obtain some 
little information for myself, and I 
should be very sorry if you all went 
away without giving me that infor- 
mation, because I think it will cer- 
tainly be to the interest of the insur- 
ance companies themselves that they 
should have as full an understanding 
with the Commission as possible. It 
would certainly be agreeable to the 
Commission, and I think it should be 
to all the managers present. 

_MR. SHEPLEY: I am quite sure, 
if I may be permitted to say so, that 
every gentleman who is present. repre- 
senting an insurance company is fully 
alive to the great importance of the 
views, not only of the Association as 
a whole, but of the divergent views 
of the members of the Association, 
upon questions upon which they have 
not agreed, being very fully canvassed 
and discussed before the Commission, 
and I trust that members of the 
Association present will see it not 
only to the interest of this Commis- 
sion and to the matter of insurance 
generally, but also to the interest of 
the insurance companies themselves, 
that we should not separate until all 
these various views have been very 
fully canvassed. The importance of it 
cannot be exaggerated at all. Then 
we come to the next clause, enumer- 
ating investments authorized by the 
Government. (Reads clause.) 


MR. BRADSHAW: It is thought un- 
desirable to enumerate the exceptions. 
Some that might be desirable to-day 
might not be desirable another day. 

MR. SHEPLEY: You have elimin- 
ated the enumeration altogether. 

MR. BRADSHAW: Yes, entirely 
SO. It was thought the directors 
would be the best ones to determine 
the merits of two particular .stocks. 

MR. SHEPLEY: Supposing you 
had two boards of directors just across 
the street from each other ‘and a 
security in the nature of stock is be- 
ing, I won’t say peddled about, but 
being put upon the market. You 
have two boards of directors with un- 
equal experience in securities; one 
wisely rejects the securities; another 
unwisely takes it, or vice versa. You 
are leaving a great deal there, are 
you not, Mr. Bradshaw. to the indi- 
vidual acumen of each particular 
board. 

MR. BRADSHAW: In the first 
place the stock must have been pay- 
ing dividends for three ‘years pre- 
ceding the purchase, so it would not 
be a new stock: and as a rule there 
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are on the boards of directors gentle- 
men of keen sense of finance and they 
are the best ones, I think to discrimi- 
nate as between stock. It has proven 
to be the best way of determining 
the merit of a security in life insur- 
ance in Great Britain. that is to 
leave it to the opinion of the directors, 
rather than to legislate as to the 
character of a stock that a company 
may purchase or lend upon. The 
directors, as a rule, are deeply in- 
terested in the success of their com- 
pany, being either very large share- 
holders or large policyholders and they 
would have no other interest to serve 
than the best interests in the recom- 
mendation to the board of the pur- 
chase of stock. 

MR. SHEPLEY: That is if they 
have no other interest to serve ex- 
cept the interest of the insurance 
company of which they happen to be 
directors. 

MR. BRADSHAW: Yes. 

MR. SHEPLEY: Then assuming 
that they are gentlemen of wide finan- 
cial interests in other respects. 

MR. BRADSHAW: Then we think 
that the idea of publicity will check 
anything in the way of the board of 
directors investing in securities of an 
improper character. 

MR. SHEPLEY: How do you say 
publicity with respect to the invest- 
ments of an insurance company will 
secure it, unless you make some fur- 
ther provision for publicity as to the 
interests of the members of the board 
in the securities that are invested in? 

MR. BRADSHAW: The publicity 
of the annual statement to the De- 
partment. 

MR. SHEPLEY: For instance, 
supposing I am a director of an in- 
surance company and I invest very 
largely in the bonds of some cOmpany 
in, we will say, Peru—because I don’t 
think we have heard of any company 
yet that has its money in Peru. 

JUDGE MacTAVISH: That is 
about the only country. 

MR. SHEPLEY: Now, supposing 
the returns show the insurance com- 
pany has invested in the stock or 
bonds of some company carrying on 
business in Peru; that will not at 
all secure publicity as to my interest 
in that investment. My interest 
from the standpoint of the borrowing 
or selling company. How would you 
deal with that, Mr. Bradshaw? 

MR. BRADSHAW: It would have 
to be left—that case would very sel- 
dom arise, I think, if it ever did 
arise— 
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MR. SHEPLEY: I don’t say that 
case. 

MR. BRADSHAW: Or a case 
similar to that, it would have to be 
decided upon by the directors of the 
company. They would have to be the 
ones to determine whether the invest- 
ment in such a security would be de- 
sirable or not. That is the view of 
the Association, that it should be left 
to the directors. 


MR. SHEPLEY: Supposing you 
have a direction which is under con- 
trol by reason of one person having a 
majority or practical majority of the 
stock? What I wanted very much 
was to have the assistance of the 
Managers in respect of questions of 
that sort because these are very prac- 
tical questions and questions which 
the Commission will have to consider. 

MR. BRADSHAW: It is impos- 
sible to frame a clause or to suggest 
regulations which will save a company 
from losses in its investments. i 
think that that,is well known to all 
financial men. 

MR. SHEPLEY: I agree to that. 

MR. LANGMUIR: But you may 
minimize them? 

MR. BRADSHAW: Yes, you may 
minimize the losses, but taking the 
classes of securities that are enumer- 
ated now, there are several there, 
that no company would invest in and 
that is simply an illustration of what 
might occur if enumeration were car- 
ried on again. 

MR. SHEPLEY: Apparently a 
good many of the companies would not 
think of investing now in first mort- 
gage on real estate, because those are 
not found to be active enough and 
there have been losses in handling 
them. 

MR. BRADSHAW: |. They would 
not, I presums, entirely do without 
that security. They would invest 
some of their funds in mortgages. 
They would not say a mortgage in 
real estate was a bad security or a se- 
curity they would not invest in. 

MR. SHEPLEY: We have heard 
it said in respect of some companies 
that the only substantial losses they 
have made are in respect of mort- 
gages in real estate. . 

MR. BRADSHAW: It may be that 
that company has invested only a very ~ 
small quantity of its funds in such a 
security. : 

JUDGE MacTAVISH: No, quite 
largely. Would you, Mr. Bradshaw, 
give us a list of securities which would, 
in your opinion, be unauthorized if 
this legislation were enacted? 
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MR. BRADSHAW: Which should 
not be included ? 

JUDGE MacTAVISH: No, suppos- 
ing this legislation is enacted, can 
you suggest any securities that would 
then be unauthorized P 

MR. BRADSHAW: Yes. 

JUDGE MacTAVISH: What are 
they ? 

MR. BRADSHAW: Well, for ex- 
ample, the stock of the Electrical De- 
velopment Company is one. 

MR. SHEPLEY: Because it has 
not paid any dividends? 

MR. BRADSHAW: Yes. 

JUDGE MacTAVISH: Then that 
stock, if it pays dividends for three 
years, would be authorized? 

MR. BRADSHAW: Yes. The same 
as the Toronto Electric Light. A 
first-class stock. Toronto Railway 
Company. Montreal Street Railway. 
You would not exclude those? 

JUDGE MacTAVISH: Would there 
be any class of securities that would 
be unauthorized, if this became the 
law of the land? 

MR. BRADSHAW: Well, the stocks 
of some of the South American enter- 
prises would be unauthorized. : 

MR. SHEPLEY: Only because they 
-have not paid dividends. 

MR. LANGMUIR: You would in- 
elude all industrial corporations? 

MR. BRADSHAW: There would be 
no class excluded. 

MR. LANGMUIR: It would in- 
clude all industrial corporations that 
pay dividends for three years. 

MR. BRADSHAW: Every kind of 
stock, but the choice of these stocks 
would be left entirely to the directors, 
' which is the practice in Great Brit- 
ain and the practice in Australia, 
where life insurance is carried on very 
successfully indeed. 

MR. MACAULAY: It is the practice 
in every part of the world except Can- 
ada. 

MR. SHEPLEY: I would like to 
ask another question with regard to 
it. You are enlarging the field and 
abolishing all territorial distinctions 
so that you enable each insurance 
company, if it so wishes, to carry prac- 
tically the whole of its investments, 
save what is deposited with the Gov- 
ernment here, outside of Canada? 

MR. BRADSHAW: Yes. 

MR. SHEPLEY: Do you think that 
is desirable from your own standpoint 
and from the standpoint of the public 


interest ? 
MR. BRADSHAW: I would think 
so. Companies now are enlarging 
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their sphere of operations; several of 
our companies are operating in the 
United States, in Great Britain, some 
on the Continent, and it seems to me 
that they should be allowed to invest 
in the securities of those countries. 
If the security is sound I do not think 
that the designation of the security 
is material. 

MR. SHEPLEY: You are propos- 
ing, as I understand it, although the 
clause does not specifically say so, to 
abolish the restriction that is made 
upon foreign investments in another 
clause of the present statute? 

MR. BRADSHAW: Yes. 

MR. SHEPLEY: That is, you are 
not restricting foreign investments by 
measuring them according to the 
amount required to maintain the 
reserve there. 

MR. BRADSHAW: Yes. 

MR. SHEPLEY: It might happen 
that, with the exception of the Gov- 
ernment deposit, a Canadian company 
might have every atom of its funds 
invested in foreign securities ? 

MR. BRADSHAW: Yes. If those 
foreign securities were good there 
would be no objection to that. A 
great many of the British companies 
invest in foreign securities. 

MR. SHEPLEY: No doubt. 

MR. BRADSHAW: And another 
thing is this; our securities in Canada 
of the first grade, are very limited. 

MR. SHEPLEY: We have heard 
different views about that from differ- 
ent companies since we have been 
inquiring. Some companies say they 
have no difficulty whatever in finding 
all the investments they need, first 
class investments, without travelling 
outside the limits of the country. 
Others say, No, you cannot. 


MR. BRADSHAW: Take mortgages 
on real estate. I think this country 
will supply all the mortgages on real 
estate that life companies desire. First 
bonds on corporations, public utilities, 
I don’t think it will. 


JUDGE MaoTAVISH: Did I under- 
stand you to say that all the funds of 
life insurance companies could be in- 
ered in first mortgages on real es- 
tate! 


MR. BRADSHAW: Oh no, I do not 
say that. I say all the funds that 
they desire to invest, by life compan- 
ies in that way, all they want in that 
particular security, can be had in 
Canada. 


MR. LANGMUIR: Can you tell me, 
Mr. Bradshaw, what other countries 
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in the world besides England, permit 
free trade in investment of insurance 
funds? 

MR. BRADSHAW: Australia does. 

MR. LANGMUIR: Does France? 

MR. BRADSHAW: I do not know. 

MR. LANGMUIR: Does Germany? 

MR. BRADSHAW: I cannot say. 

MR. LANGMUIR: Does Austria? 

MR. BRADSHAW: I cannot say. 

MR. LANGMUIR: I understand 
that none of these countries do. 

MR. MACAULAY: I do not know 
about Germany, but even if Germany 
did put a lot of restrictions on, their 
ideals are very different from Anglo- 
Saxon ideals. So far as I know there 
is no other English speaking legisla- 
ture of any consequence in the whole 
world that puts restrictions on, ex- 
cept Canada. 

MR. SHEPLEY: But you are not 
proposing to abolish restrictions alto- 
gether. You are maintaining the 
guise of restrictions while practically 
removing all restrictions. 

MR. BRADSHAW: We are not 
claiming that there should be no re- 
strictions at all, and in that respect 
we are prepared to have narrower 
limits than all other English-speak- 
ing legislatures in the world consider 
necessary. 

MR. LANGMUIR: Is that. true of 
the United States? 

MR. MACAULAY: There is no leg- 
islature in the whole of the United 
States, so far as I know, that imposes 
restrictions on mortgage bonds or 
goes as far as we have. No State in 
the whole Union. 

MR. SHEPLEY : Let us come back 
to what is a reality. Is there a single 
thing except the three-year require- 
ment, that makes this more onerous 
than "the freest country you know of 
in respect of investment 

MR. MACAULAY: No, but I think 
that is a sufficient restriction. It just 
means this, that in regard to mort- 
gage bonds we say there should be 
no restriction at all. In regard to 
debenture bonds, not secured by mort- 
gage, we say there should be some re- 
striction, but the opinion of the Asso- 
ciation was that if the company 
issuing that had been going for three 
years that would eliminate new enter- 
prises and would make sure that the 
company had been in successful opera- 
tion for at least. three years. and 
that would be sufficient. That in re- 
gard to stocks the company again 
would have had to pass the experi- 
mental stage and by paying divi- 
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dends for at least three years, that 
those restrictions are all that are 
needed. As compared with the ex- 
isting restrictions, we think they are 
very much better. The existing re- 
strictions, so far as Canadian com- 
panies are concermed, give us the 
right to put money into the bonds 
and stocks of g long list of corpora- 
tions without any restriction in re- 
gard to whether dividends have been 
paid or in regard to whether they 
carry mortgage or not. We say, in- 
stead of that, introduce a new prin- 
ciple into our legislation; the prin- 
ciple of making a difference between 
bonds secured by mortgage and bonds 
that are not. And we think that is 
a more business-like and a more valu- 
able restriction than anything in our 
law at present. 

MR. SHEPLEY: But you are not 
making that distinction, Mr. Macau- 
lay. The only restriction which pre- 
vents this from being as wide as the 
investment power conferred upon in- 
surance companies in any country in 
the world is the restriction that in 
respect of certain classes of deben- 
tures and in respect of stocks the 
company must have paid interest for 
three years. 

MR. MACAULAY: But we think 
that is enough, that is sufficient and 
that within those limits everything 
should be left to the directors with 
full publicity as to what they do. 

MR. LANGMUIR: Notwithstand- 
ing the restrictions applied in Can- 
ada, the average rate of interest re- 
ceived from investments by insurance 
companies in Canada in 1904 was 
4.86 per cent. In Australia, in the 
last returns, 1902, 4.55 per cent. In 
the United States, 4.63 per cent. And 
the last returns from Great Britain, 
3.67 per cent. You received the high- 
est rate of return for your invest- 
ments, in Canada. notwithstanding 
restrictions. What have you to com- 
plain of then? 


MR. MACAULAY: The securities 
that Canadian life companies can in- 
vest in in Canada are practically only 
two. One, mortgages; and the other 
the securities of the public utility 
corporations. In regard to mortgages 
T think I am safe in saying that, 
with few exceptions, most of the Can- 
adian life insurance companies have 
abandoned loaning on mortgages ex- 
cept in Manitoba and the North 
West. I understand the Mutual of 
Canada invests some in Western farm 
mortgages, but as a rule Canadian 
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life insurance companies are not now 
very favourable to mortgages in Can- 
ada, except in Manitoba and the 
North West. 

MR. LANGMUIR: Owing to the 
high rate there? 

MR. MACAULAY: And they think 
better security. 

MR. LANGMUIR: Very likely. 
More progressive, perhaps. 

MR. MACAULAY: It is not be- 
cause of interest rate that they have 
abandoned loaning on mortgages, but 
because of trouble about the security. 
It may interest you to know that 
the only life insurance company 
which has failed in Great Britain 
since the passing of the Act of 1870, 
is the Sovereign Life, and it was due 
to bad investments in mortgages. 
That was the cause of its failure, 
mortgages on real estate. 

MR. SHEPLEY: Mortgages are 
getting very unpopular among life 
insurance companies here. 

MR. MACAULAY: In regard to 
public utility corporations, while 
there are restrictions, the restrictions 
are only in regard to the amount 
that can be invested outside of Can- 
ada. So far as other restrictions are 
concerned, we have practically no 
restriction ».t present. The restric- 
tions we are putting on are narrow- 
ing the field so far as Canada is con- 
cerned, because at present we can in- 
vest in the bonds and stocks, secured 
or not secured, of a new company 
in Canada, and we are proposing to 
eut a whole lot out that the present 
law might allow us. 

MR. SHEPLEY: That is not be- 
cause you love Canada more, but be- 
cause you like to go to the foreign 
field better. 

MR. MACAULAY: It is because 
we think this new plan is safer, that 
it is far, far superior from the stand- 
point of safetv. In to-night’s paper 
there is an illustration of the folly 
of confining life insurance companies 
to Canada. T was reading of the 
trouble with the London, Ontario, 
Street Railwav. What is the trouble? 
Thev mav talk about one thing or 
another. but the real cause is the lack 
of population. That is the trouble. 
Now anv kind of law that under the 
euise of paternalism, limits the life 
companies to Canadian securities. in- 
stead of setting them in larmer cities 
in the United States. limits the invest- 
ment to these smaller cities, simply 
because thev are Canadian, is mad- 
ness. The life insurance companv 
should be at liberty to take the best 
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securities, no matter where they are, 
north or south of the line, take the 
best wherever they can get them. 

MR. SHEPLEY: Ought not the 
business of your life insurance com- 
panies to be increasing the population 
everywhere in Canada? 

MR. MACAULAY: That may be, 
but are the life insurance companies 
and their policy holders to be sacri- 
ficed for this theory? Security is the 
first thing, and we cannot get a good 
security in Canada as in the larger 
cities. 

MR. SHEPLEY: Did you ever hear 
of an industrial strike on the other 
side of the line? 

MR. MACAULAY: Yes, but I know 
this, that with the exception of a few 
cities in Canada, like Montreal, To- 
ronto, perhaps Hamilton, though I am. 
not very sure about that, Winnipeg. 

MR. LANGMUIR: Ottawa. 

MR, MACAULAY: When you have 
said those, with a little down at Hali- 
fax, and perhaps a little at St. John, 
you have exhausted the list of avail- 
able securities in these public utilities 
in Canada and any law that limits us 
to that kind of thing is one of the 
most unwise laws imaginable. Let us 
get the best no matter where they are. 

MR. LANGMUIR: Yes, if you have 
got an infallible board of directors. I 
am not going to be invidious, but I 
must tell you that you are placing 
the greatest responsibility on your di- 
rectors. 

MR. MACAULAY: That is true, 
Mr. Langmuir, and the responsibility 
has to rest there. But my point is 
this, that you are not going to im- 
prove matters by limiting the directors 
to a narrow field, shutting their eyes 
to the wider field and limiting them 
to a narrow field where the population 
is not as heavy as it should be, and by 
so doing instead of doing good to the 
Canadian companies, you are paving 
the way for losses, you are acting as 
no friend to the policy holders if you 
restrict them to this narrow field with 
small population. Let us get the best. 
no matter where it is. 

MR. SHEPLEY: One other ques- 
tion and we pass to the next, because 
to-night at all events we can only dis- 
cuss a few of these matters and not 
in so great detail as I would like, A 
good many matters, not touched on 
here. we shall have to defer, perhaps, 
until to-morrow. You have provided 
here for investing the funds of the 
company in purchase or in loaning. 
Now how does the body of Managers 
view the question of investing in spec- 
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ulative securities which are going up 
and down in the market? Buying for 
a rise or selling for a fall; that sort 
ef thing. What view has this body 
with regard to that sort of thing? 

MR. MACAULAY: Are you look- 
ing at me, Mr. Shepley? 

MR. SHEPLEY: No, I am paus- 
ing for a reply. 

MR. LANGMUIR: What Mr. Shep- 
ley means is, ‘‘selling short or long.’’ 

MR. SHEPLEY: Yes, buying on 
margin, speculating. 

JUDGE MacTAVISH: These gentle- 
men evidently know nothing about 
that. 

MR. SHEPLEY: Speculating in se- 
curities that are going up and down 
in the market. 

MR. MACAULAY: That was never 
discussed in our Association, but I 
think all would be strongly opposed 
to buying on margin or anything of 
that kind. At the same time even the 
best security, such as the Montreal 
Street Railway, in spite of the little 
drop in its price just now, or Toronto 
Street Railway, they are all subject 
to little fluctuations on the Stock Ex- 
change, but as long as they have in- 
trinsic value, as shown by paying 
dividends for some time, the compan- 
ies must be left to make their choice 
as to when to buy and to hold them 
as long as they choose. I do not know 
any company myself that has been 
buying for a rise or anything of that 
kind. I have not heard of it. 

MR. GOLDMAN: Take another 
case, Mr. Shepley; of gilt edged se- 
curities going up and down in the 
market. I mentioned it before when 
Tt had the pleasure of speaking to the 
Commission. Take a security that 
years and years ago, long before you 
and I were born, we will say when 
someone older than any of us consid- 
éréd this question. People used to 
leave a provision in their wills for a 
dead sure income for their children 
by providing for investment in Brit- 
ish Consols. British Consols, a word 
to conjure with, something that an 
experienced shrewd gentleman like 
Mr. Kent, would say. I can fancy 
that twenty-five years ago he would 
have made a provision of that kind 
with his conservative desire to be cer- 
tain; and what are they? From 114 
they are down now to 85iths. I say 
it with deep regret, that that is the 
condition, I use it merely as an illus- 
tration to show that it is absolutely 
impossible to get any security that 
for 20, 30 or 50 years will be beyond 
peradventure. 
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MR. SHEPLEY: Is not that a re- 
sult of the decrease in the rate of 
interest ? 

MR. MACAULAY: The increase in 
the rate of interest. 

MR. GOLDMAN: When you come 
to the cause of British Consols go- 
ing down, I would have to give you 
a lecture on that. There are so many 
reasons for it. The same as the Bank 
of England increasing its rate to 6 
per cent., the other day. 

MR. SHEPLEY: I suppose that 
investment in British Consols is not 
at all likely to turn out to be a dis- 
astrous investment in the sense that 
you lose your principal? 

MR. GOLDMAN: Oh no, it is as 
absolutely sure as anything can be. 
But people who had them and desired 
to sell for division of estate, as hap- 
pens so often as you know, sir. There 
is a serious loss. I have known of two 
or three cases. But you are asking 
about lending. Just now the rate of 
interest is 6 per cent. on call loans, 
and life insurance companies desire 
to take advantage of that and make 
loans on gilt edged securities which 
they can get. It would be a very 
great hardship—in fact it might ulti- 
mately tend to increase the premium 
rate if the companies were debarred 
from the privilege of utilizing their 
spare money in that way, pending 
the finding of other investments. It 
would be a very serious matter. 


MR. MACDOUGALD: I have a 
pamphlet here which defines the in- 
vestment powers of companies in 
France. If it is of any service to 
the Commission I would be pleased to 
hand it over. 

MR. SHEPLEY: We shall be very 
much obliged Mr. Macdougald. I 
shall put this pamphlet in; it may be 
very valuable. (Exhibit 683). 

MR. MACAULAY: There are two 
things that have to be looked at. It 
is not enough to know that the in- 
terest and principal are secured. 
British Consols, you know, are ab- 
solutely secure, but another thing is 
essential to safe investment in these 
securities, and that is that you must 
be able to get your money back, if 
you want it in years hence, without 
loss. Now, we all know that the 
rate of interest has been rising for a 
number of years past. I think there 
ls a great deal to be learned from the 
case of British Consols; they are ab- 
solutely secured beyond all question, 
and yet they went down from 114 to 
less than 86. Now, apart from the low 
rate of interest, if a British life in- 
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surance company had invested all its 
funds in that security, it would be 
insolvent. The cause is simn!v that 
the rate of interest has been going 
up and up and the present outlook 
is that it is going to continue to go 
up. Now, as the rate of interest goes 
up the value of bonds goes down 
This identical question came before 
our Board last Tuesday, at their last 
meeting. We were discussing a bond; 
I would give the name of it, but you 
all know it, it is a very prominent 
Canadian bond that we ourselves sold; 
a bond of the highest quality; you all 
know it and we ourselves sold $140,- 
000 of that bond, about four years 
ago at 111 and a fraction. It was 
offered back to us just last week at 
1164 and urged and pressed upon us 
and we did not take it. We said, If 
we take that, in two years time we 
would have to turn around and sell 
it at 102. That is the feeling we have 
got. Not because it is not absolutely 
secure, because it as sure as the 
Bank of Montreal, but because the 
rate of interest which has been rising 
in the past, we think is going to con- 
tinue to rise and that means, if the 
rate of interest does continue to rise, 
every company investing in high class 
bonds is going to lose a lot of money, 
and if it puts a great deal of its as- 
sets in that kind of bonds it is going 
to get into trouble. I want to im- 
press this fact upon you that if you 
hedge the companies around with 
nothing but gilt edged securities, as 
they are called, if you were limiting 
them to bonds you would be making 
it an absolute certainty almost, that 
the companies would inake tremen- 
dous losses. That is not a mere matter 
of opinion. British companies which 
have been buying them have, as a con- 
sequence of their conservatism, made 
tremendous losses. I can give you 
some illustrations. Take the Life 
Association of Scotland, a fine old 
company of the highest standing. It 
had to write off in 1901 £163,000 as 
loss on investments; not because they 
were bad but because they were too 
good. They say in their own Report, 
“The present as it happens is an un- 
fortunate time for the Association to 
have to make a valuation of its as- 
sets and liabilities, seeing that, as 
is well known, the market values of 
high class railway and other stocks 
have, within the last two years’’?—by 
stocks they mean preferred stocks— 
‘fallen to a most material extent, 
and it is with much regret that the 
directors have to report that notwith- 
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standing the substantial margin pre- 
served on the last occasion in order 
to admit of the investments being 
valued at their present low prices, 
the large sum of £163,224’’—over 
$800,000—‘‘will be required to be set 
aside at this time out of the profits 
of the past five years.’’ That is for 
1901 and I have reason to believe that 
there is another large amount to 
write off at this quinquennium. 
Their powers of investment are some- 
what restricted, owing to the Society’s 
act of incorporation. The Report 
goes on, ‘‘Keeping in view that se- 
curity must be ever the first con- 
sideration, the Company had invested 
a large portion of its funds in first- 
class investments, investments gener- 
ally known as gilt edged securities, 
but as things have turned out it is 
in this particular class of investment 
that the falling away in prices has 
been most clearly shown, in sympathy 
with the drop in the price of Consols 
from 114 to 93.’’ It is now down to 
86, going right on down. ‘‘A possi- 
bility hardly dreamed of a few years 
ago. It is with much regret, there- 
fore, that the directors have to inti- 
mate that owing to the circumstances 
mentioned above, they are unable to 
make any declaration of bonus to the 
policyholders on the present occasion.’’ 
Then there is the Law Life has to 
write off an immense amount, the ex- 
act amount I am not sure. The Star 
Life wrote off £230,000 in 1904, not 
from bad investments but because of 
keeping in these high grade securi- 
ties which are the ones most affected 
by the steady rise in the rate of in- 
terest. While you make sure, if you 
put on severe restrictions, that the 
companies will not lose money, in the 
sense that they would always get their 
interest, yet when ‘five years hence 
they would come to value their securi- 
ties they would have to pass dividends 
to their policyholders. It is not 
enough to know that the rate of in- 
terest is secure, but you have to make 
sure that the money is put into two 
things that are not going to deter- 
lorate in value as a high grade secur- 
ity assuredly will. 

MR. SHEPLEY: As the securities 
which you are now desiring to invest 
in will; as time goes on and they 
become more settled and firm and 
secure, they will have a tendency to 
fall, too, will they not? 

MR. MACAULAY: Referring to 
what class? Bonds or stocks? 

MR. SHEPLEY: Any class that 
you are now suggesting you should 
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have power to invest in in addition 
to what you have referred to as gilt 
edged. Is that not something that 
will happen with every security which 
becomes firm and settled? 


MR. MACAULAY: It will gradu- 
ally reach a maximum; then stay 
steady and perhaps then begin to 
decline. Bonds, I am speaking of. 
On the other hand, while bonds are 
going down, stocks are going up. The 
very factors which make for a de- 
cline in the value of bonds make for 
an increase in value of stock. 


MR. SHEPLEY: I _ understand 
that. I am talking of bonds, too. 
MR. MACAULAY: All we are ask- 


ing is that directors of companies 
shall be at liberty to use their own 
discretion as to what bonds they shall 
buy. I am not now saying that we, 
as a company, would recommend this, 
because, as an illustration, those first 
class bonds offered to us, just last 
Tuesday, we declined, not because 
they were not safe, but because we 
said we do not want to make a loss. 
So that while we certainly think the 
companies ought to be given permis- 
sion to invest in these, it must be 
left to the board of directors to say 
whether they will do so or not. 


MR. GOLDMAN: A _— question 
comes up there in respect to the 
Government Return. A company is 
required to state its bonds and stocks 
and the market value. We will take 
bonds. Bonds which were worth 110 
a year ago, this year are worth about 
1053, speaking generally. Now that 
means. that companies holding large 
blocks of these gilt edged bonds, look- 
ed on by trust companies and other 
careful investors,as gilt edged, will 
show a very large reduction in their 
statement. I have thought of this 
matter a very great deal and I do 
not see-very well how it is possible 
for the Government Return to be 
altered in that respect. J have 
thought sometimes that we might 
take the mean average during the 
year of the value of a security. It is 
a serious matter for a company be- 
cause it cannot divide profits where 
those bonds are dropping down like 
that. It means so much to come out 
of the policy-holders. 

MR. SHEPLEY: Does that sug- 
gest to anybody’s mind that the true 
course for an insurance company is 
not to go into fluctuating securities 
at all, but to lend money upon a 
fixed rate of interest, so that the 
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money and the rate of interest may 
be absolutely secured and can always 
be got back. 

MR. GOLDMAN: Well, what can 
you do that in? 

MR. SHEPLEY: I do not know. 

MR. GOLDMAN: No more do I. 
I have been thirty-six years at this 
sort of thing and I have not discov- 
ered it yet. You cannot do it in 
mortgages. 

MR. SHEPLEY: Why? 

MR. GOLDMAN: Well, experience 
shows that. We have the experience 
of thirty-six years. 

MR. SHEPLEY: If you had ex- 
pended as much zeal—I do not mean 
to say you have not expended zeal 
in every department—but if you ex- 
pended as much zeal in lending your 
money upon mortgages upon improv- 
ed property with a margin of 30 to 
50 per cent., at a fixed rate of in- 
terest, do you think you would make 
losses ? 

MR. GOLDMAN: Well, we will 
take as an illustration the time we 
loaned quite freely in Toronto and 
on farm lands in Ontario. Very care- 
ful appraisements were made. The 
Board would not loan more than 50 
per cent. of the appraised cash value. 
Now, in five or ten years, when your - 
mortgage ran out, had it improved 
in value? On the contrary, the man 
defaulted; you went to take the pro- 
perty; you had to pay the expense 
of foreclosure, taking legal proceed- 
ings. Of course that is necessary 
to-day and we are yery glad to have 
the legal gentlemen protect us in that 
respect. We had to take the pro- 
perty and to nurse it for some time, 
we did not get much rent and then 
we sold it to the best advantage. 
Now, I venture to say, there is not 
a life insurance company, a loan com- 
pany, a trust corporation, taking a 
period of twenty-five, thirty or forty 
years, who have loaned money on real 
estate—I am talking about experi- 
enced people, used to loaning money 
—who will not tell you they have 
made serious losses in loaning on 
mortgage investments. 

MR. SHEPLEY: They have made 
losses, but on the whole, with some 
exceptions that perhaps only proved 
the rule, have not our loan companies 
done very well? 

MR. GOLDMAN: Well, why? 

MR. SHEPLEY: Haven’t they? I 
don’t know why. ° 

MR. GOLDMAN: Some of them 
have. A great many of them had to 
be amalgamated. We do not want to 
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take the skeletons out of the closet, 
but we all know about the amalgama- 
tions that took place, the state of 
affairs that was found. They could 
not have gone on very long and con- 
tinued to pay dividends. 


MR. MACAULAY: It is well known 
that the Ontario loan companies were 
in a deplorable condition. That was 
common talk. And a few years ago 
a number of the largest life insurance 
companies in the United States were 
in a very bad condition owing to loss- 
es on Western farm mortgages. 

MR. SHEPLEY: We know a good 
many estates which lent money upon 
mortgages and which earned a steady 
income of 4 or 5 per cent. and do not 
make losses. 'There may be something 
inherent in the management of a loan 
company or of an insurance company 
with respect to these matters, but in- 
dividuals who lend money judiciously 
do not lose it. 

MR. GOLDMAN: At the time they 
got money at 33 to 3% and were out 
the difference between what they paid 
for their money and what they loaned 
it out at, they were able to pay their 
expenses and provide a contingent 
fund for losses, which is not shown, 
the same as banks do. With respect 
to individuals, most estates are mod- 
erately small. $25,000 to $100,000. I 
will take $100,000 and guarantee peo- 
ple a certain rate of interest. In the 
case of life insurance companies we 
are dealing with millions. It is an 
increase in quantity and we cannot 
see every piece of property individu- 
ally ourselves, as I would if I were a 
trustee. We have to rely on some- 
one else. As an illustration we have 
commenced to lend up in Manitoba 
and I have been up there so often and 
looked over the conditions and I felt 
that we could not do it unless we 
got an experienced man, on a good 
salary, as manager of the Loan De- 
partment. We took him from a loan 
company. I felt that was the only way 
we could protect our interests, and I 
feel, notwithstanding that we are all 
gliding along—they tell me when I 
go up in the West that I am ultra 
conservative—I am, I admit it—but 
I feel that there are going to be loss- 
es; it all looks very beautiful, but un- 
less we provide for it there are going 
to be losses there. 

MR, MACAULAY: Your Honours, 
when I was over in England this sum- 
mer I went to Mr. George King, the 
most prominent consulting actuary in 
England, and I got an opinion from 
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him on a number of questions. I think 
that perhaps your Honours would like 
to know what is thought by perhaps 
the greatest English authority, actu- 
ary, now living. I might say that Mr. 
Shepley has this. 

MR. SHEPLEY: Yes, Mr. Macau- 
lay has been good enough to send me 
a copy of it and it is before the Com- 
mission and will be thoroughly con- 
sidered. I do not think you need be 
at all alarmed that that will not find 
itself very fully before the Commis- — 
sion. 

MR. MACAULAY: Very well, then 
I do not desire to take up time with 
it now. 

MR. SHEPLEY: I do not think in 
respect of lending money as distin- 
guished from purchasing, that you 
make any distinction between the 
class of securities. That is any sub- 
stantial distinction. 

MR. BRADSHAW: I do not. 

MR. SHEPLEY: That takes us 
down to the end of the clause with 
respect to investments. 

JUDGE MacTAVISH: As to sub- 
section A. The clause reads, ‘‘Any of 
the bonds, stocks, shares, debentures 
or other securities mentioned in the 
preceding section.’’ Do you interpret 
that clause authorizing the lending 
of insurance funds on the securities 
named irrespective of whether the 
companies have paid interest or divi- 
dends for three years, 

MR. MACAULAY: No sir, the in- 
tention is those that are permitted in 
the preceding section. 

JUDGE MacTAVISH: The reading 
would rather imply that you may lend 
on these securities without the con- 
ditions named. 

MR. MACAULAY: 
the preceding section. 

MR. BURKE: Under the same con- 
ditions. 

JUDGE MacTAVISH: Then we 
come to the granting or accepting of 
a rebate of a life insurance premium. 
There is no uncertain sound about 
that clause. ; 

MR. SHEPLEY: That _ requires 
some discussion in detail. I should 
like to have the views of the mem- 
bers on the nature of the legislation 
they would recommend. 

JUDGE MacTAVISH: Yes, as to 
how it could be prevented. 

MR. SHEPLEY: I was about to 
point out to your Honours that it 
is now 10 o’clock, and if the gentle- 
men are disposed to accede to what 
I think is the universal view, so far 
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as the Commission is concerned, that 
we should not unduly hurry through 
this, I would suggest that we meet 
again to-morrow at a quarter past 
four and endeavour to complete the 
discussion between then and the time 
when the gentlemen will desire to 
leave. Perhaps we might have some 
informal expression from the gentle- 
men who are present and- whose views 
We are so anxious to have, that they 
will try to make it convenient to be 
with us again to-morrow. 

MR. HILLIARD: Your Honours, 
any enactment, to be effective, must 
include the voiding of a policy grant- 
ed in connection with a rebate. That 
will stop it effectively and nothing 
short of it, I think, will do it. That 
is my opinion. I have not time to 
stop to argue it out. The man who 
gets the policy, if the policy states 
on its face plainly that it will be 
void in case a rebate was given of 
the first premium, then that man 
doesn’t want it and won’t take it 
as a gift. 

MR. SHEPLEY: If it is put in 
large letters? 


MR. HILLIARD: Yes, red ink, if 
you choose. 

MR. SHEPLEY: I am very sorry 
you cannot stay with us to-morrow. 
It has been suggested by Mr. Mac- 
dougald that we might, perhaps, 
make more progress if we could meet 
in the morning. The difficulty with 
regard to that is the one your Hon- 
ours are aware of with respect to 
myself. This is so important that 
I feel it necessary to be here, and 
yet the other tribunal in which I am 
concerned, of course, does not wait 
for anybody. I have to be there, 
and, much as I regret putting any- 
body to inconvenience, it is quite 
impossible that that should be done 
unless we were to sit at an hour in 
the morning that would frighten 
everybody, and try to make progress 
then. I am very sorry, but these 
things will happen and it is quite 
impossible to prevent them, much as 
I regret it. Of course, we would 
have had an hour and a half, or 
perhaps two hours, this afternoon, if 
we had been ready to proceed. I 
think we can make great progress 
between 4.15 to-morrow afternoon 
and 10 o’clock in the evening. I 
think perhaps we can clean the thing 
up pretty well, including the subjects 
that are not dealt with here. No 
doubt there will be some matters that 
are controversial, but we are all, of 
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course, seized with the desire to 
facilitate, and’I am sure the gentle- 
men who are here to-night have done 
that, all of them. 

MR. KENT: Will they all solemnly 
promise not to run away in the in- 
terim ? 

MR. GOLDMAN: I have to go 
back to-night. I was a long distance 
away and I came back especially to 
be here. I am sorry I have to go 
away. 

MR. MACAULAY: Some of us can 
stay, your Honours, but I am afraid 
we will have a rather slim attend- 
ance. 

MR. MILNE: I have to be away 
your Honours, to-morrow morning. 

MR. DEXTER: I would like to 
say that the gentlemen who remain 
will be quite competent to give you 
the information as well as if the 
whole of us had remained, except 
perhaps, Mr. Goldman, who is excep- 


' tionally well informed in these mat- 


ters. 

MR. SHEPLEY: May I make this 
suggestion to the gentlemen who will 
not be able to be here. If they will 
send me a memorandum upon any of 
these subjects, their memoranda will 
have every attention, just as though 
they expressed their views here and 
they went down upon the notes. I 
shall be very punctilious about that 
because we all feel that the expres- 
sion of your views in the freest man- 
ner is something of the greatest value 
to us. Mr. Geary informs: me that 
the Policyholders’ Association of On- 
tario intend to be here to-morrow to 
express their views and that may be 
a matter of so much interest as will 
decide any wavering manager whether 
he will stay or go. 

MR. ROSS: They will be ready to 
present their views to-morrow at 12 
o’clock. 

MR. SHEPLEY: I think it is bet- 
ter, perhaps, that we should have a 
general discussion when all are pres- 
ent, from both standpoints. It is 
just within the bounds of possibility 
that the policyholders may desire to 
criticize some of these views, and I 
daresay that their views, perhaps not 
many. but some of them. will per- 
haps be the subject of criticism by 
those who view the subject from the 
standpoint of the managers. I do 
not know that we can look for any- 
thiag more likely to result in good 
than that there should be a free ex- 
pression of views while both are 
present. 


INSURANCE. 3159 


SESSIONAL PAPER No. 66 


98th day, November 12, 1906. 


MR. KENT: If the policyholders 
come to Ottawa prepared to go back 
home almost as soon as they arrive, 
we are not likely to derive much 
benefit. The result of all this will 
be that when the Bill is before the 
Committee of Banking and Com- 
merce, or whatever Committee it goes 
to, all these gentlemen will be pres- 
ent to state that they dissent from 
this, that or the other clause, and 
that the Commission has erred to a 
very great extent in recommending 
this, that or the other legislation. 


MR. SHEPLEY: I fear very much 
that that may be the result, no mat- 
ter what happens before your Hon- 
ours, but you are, of course, all well 
aware that Mr. Hellmuth and Mr. 
Geary are peculiarly charged with 
presenting the views of the policy- 
holders, and I feel very unwilling to 
make any suggestions to them at all, 
confining or limiting the expression 
of those views. It would not be pro- 
per that I should. 


JUDGE MacTAVISH: They must 
have ample opportunity to express 
their views before us, even if it is 
by way of preparation for appearing 
before the other Committee. They 
must have the opportunity at all 
events to present their views to us. 


MR. SHEPLEY: Then one last 
suggestion. The gentlemen who re- 
main over, belonging to the Managers’ 
Association, might possibly between 
now and a quarter past four to-mor- 
row, be able to agree upon some other 
points that have not been embraced 
in this particular memorial, 


JUDGE MacTAVISH: Quite so. 
The suggestion is that we shall not 
adjourn until half-past four, but un- 
til 12? Or do you suggest that we 
should not take up the Policyholders 
until we have concluded the confer- 
ence with the Managers? 


MR. SHEPLEY: I think that in 
the informal way in which necessarily 
and very properly this discussion has 
been going on to-night and will go 
on to-morrow, it is very likely that 
there will be an interchange of views 
and I would not myself counsel main- 
taining a strict line of demarcation 
between the views of one party and 
the other. I should think a free in- 
terchange of views would be the very 
best enlightenment we could have. I 
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would suggest a quarter past four be- 
cause of the reasons I have stated 
and because I feel it due to Mr. Hell- 
muth and the Ontario Policyholders 
that I should endeavour to be pre- 
sent when they are here. 


MR. MACDOUGALD: Could Mn. 
Shepley indicate in a few words what 
questions are likely to come up before 
us to-morrow which are not the sub- 
jects of this memorial, so that we 
would have some opportunity of turn- 
ing them over in our minds? 


MR. SHEPLEY: I have not ex- 
amined this with care, but I could 
indicate the question of initial ex- 
pense of insurance; the frequency of 
distribution of profits among those en- 
titled to profits, or at all events allo- 
eating profits more frequently than is 
done now and notifying the various 
policyholders of what the allocation 
is. Those are questions, I dare say 
others will suggest themselves to you, 
that may be the subject of discussion. 
While we do not feel ourselves bound 
by any views expressed, yet we do 
not want to leave any questions un- 
discussed. 


JUDGE MacTAVISH: Also as to 
the right of policyholders to vote, and 
the facilities for exercising the fran- 
chise if they so desire, that is an im- 
portant question, upon which we 
would like the views of the Managers’ 
Association, 


MR. SHEPLEY: Then, some of the 
Managers have made a study of State 
insurance. On that subject we would 
like to have their views. 


JUDGE MacTAVISH: If these 
questions that Mr. Shepley has just 
suggested have not been considered 
by the Managers Association, I think 
that their time will not be lost if 
they consider them between now and 
four o’clock to-morrow iafternoon. 


MR. MACDOUGALD: We have 
had them under review. Some of 
them are referred to here. 


JUDGE MacTAVISH: Then we will 
adjourn the public sitting until a 
quarter past four to-morrow after- 
noon. The Commission will meet as 
usual as half-past ten in the morn- 
ing. 

(At 10.15 p.m. Monday, the 12th No- 
vember, 1906, adjourned to 4.15 p.m., 
afterwards changed to 2.30 p.m. on 
Tuesday, 13th November, 1906.) 
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MR. HELLMUTH: Mr. Chairman 
and Gentlemen, the Policy Holders’ As- 
sociation have present to-day two 
members of that body, Mr. Robins 
and Mr. Christie, who have been re- 
quested by the Counsel prosecuting 
the inquiry, Mr. Shepley, to lay their 
views on the matters pertinent to 
their Association—and perhaps we 
may say pertient to this Commission 
—before your Honours. These gentle- 
men are here, and although they are 
not here in the sense of witnesses, 
they are here as other bodies have 
been here, to give their views upon 
the questions before us. No doubt 
matters may arise both at the instance 
of the Board, and at the instance of 
counsel, and they will perhaps eluci- 
date any statements they may make 
further than they might be prepared 
to make them without such inquiry. 
The Policy Holders’ Association is 
known as the Policy Holders’ Associa- 
tion of Canada, and I may state for 
your Honours’ information that it is 
an incorporated body. I think per- 
haps it might not be out of place to 
put in a copy of their by-laws, so that 
you would have before you the object 
of the Association. (Exhibit 684). I 
understand the incorporation was on 
the 5th of June, 1906. I understand 
—and no doubt it will be more fully 
explained by these gentlemen—that it 
is proposed to hand in a memorial in 
more formal shape than the evidence 
which will be given here, or rather the 
statements that will be made to-day, 
as to some, at all events of the re- 
quisitions in regard to legislation or 
otherwise, emanating from this body, 
and also views concisely put on some 
of the subjects that you have before 
you for consideration. Mr. Robins 
is the Vice-President of the Associa- 
tion, and naturally perhaps should be 
the first to address your Honours upon 
this matter. 


JUDGE MacTAVISH: We will be 
very glad to hear what Mr. Robins 
has to say on behalf of his Associa- 
tion, : 


MR. ROBINS: I thank you, gentle- 
men, for this opportunity of annear- 
ing before you, and I think it only 
right that I should premise what I 
have to say with the statement that 
IT can hardly claim in a full sense to 
represent the Association, for the 
reason that it is at present in its in- 


6 EDWARD VII., A. 1906. 


Policyholders’ Association. 


fancy, and that there has really been 
no opportunity for a full meeting of 
its present membership for a discus- 
sion of the very important subjects 
which have come under your inquiry. 
It was a matter of deliberation 
whether the Association should be re- 
presented here at all, but it seemed 
to be the final opinion that it would 
be better that one or two of us should 


‘“ come down and throw out a few sug- 


gestions, than that we should be en- 
tirely unrepresented. But I wish very 
carefully to guard my own remarks 
from being put forward as the official 
views of the Association. As I say 
there has been no opportunity to ar- 
rive at definite conclusions. On one 
or two broad points however I think 
I might claim that practically we are 
all agreed, and the most important of 
those I think is the great necessity, 
as has been brought out by these in- 
quiries before you, for a more thor- 
ough safeguarding of the interest of 
the policy holders. The Association 
does not, I am sure, nor do I, wish to 
appear in any light as an alarmist 
but I cannot close my eyes to the con- 
dition that there has been revealed 
already sufficient of very serious de- 
parture from that which is right and 
prudent in the management of life 
insurance to call for very serious con- 
sideration. And my own view is that 
what we should aim at is in the future 
to safeguard policy holders, not only 
from a repetition of such abuses as 
have already crept in, but from any 
abuses which are manifestly possible 
under the existing condition of things. 
I have thought over this matter a 
great deal, and in my own mind I 
have come to one or two conclusions ; 
I do not know how they will appeal 
to you, nor how they may appeal to 
the great body of policyholders 
throughout the country, but to my 
mind the two most important con- 
siderations, the two most important 
things for policy holders to aim at is 
the proper representation of policy 
holders in the management of insur- 
ance companies, so far as the invest- 
ment of the funds is concerned. The 
great bulk of the funds administered 
by the directors of the Life insurance 
companies, the moneys of policy hold- 
ers, the money belonging to the stock- 
holders of those companies is a mere 
bagatelle as an element of security 
for the policy holders, and it seems to 
me highly anomalous that under those 
conditions the sole control of these 
very large sums of money should be 
in the hands of parties who own only, 
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say a percentage of it. M+ recollec- 
tion is that at the end of 1904 the 
capital of stock holders was less than 
five per cent. of the insurance funds 
managed by the representatives of the 
stock holders. I hardly will venture 
to suggest how this representation of 
policyholders might best be accom- 
plished. I fully realize in the course 
of the efforts which I have been mak- 
ing towards the formation of the 
Policy Holders’ Association the very 
great difficulty that there is and must 
be in getting a representative body 
into the Association, and if that were 
accomplished, {in putting forward 
men both competent and with time 
and willingness to represent the pol- 
icy holders adequately in the way I 
have suggested; and in consequence 
of that, it has occurred to my mind 
that perhaps the most feasable repre- 
sentation of policy holders would be 
through Government appointment of 
men who should sit on every life in- 
surance board as the direct represen- 
tatives of the policy holders and noth- 
ing else. And it seems to me that 
would simply be an, enlargement of 
the functions of the present Superin- 
tendent of Insurance. I take it that 
he is to all intents and purposes the 
representative of the policy holders, 
but with somewhat limited powers, 
and with no standing and with no 
right to be represented in the way 
that I ‘have suggested. I think I 
may say that so far as my own cogita- 
tions have gone, I am inclined to 
think about the only practical scheme 
would be for the Government to ap- 
point a man, or more than one man. 
as tthe policy holders representative. 


MR. TILLEY: Without any re- 
commendation do you mean? 

MR. ROBINS: I do not quite 
gather what you mean. 

MR. TILLEY: Without any recom- 
mendation from the companies or 
policyholders. 

MR. ROBINS: I would say, quite 
independently of either. I think if 
sufficient salary were offered it would 
be very easy for the Government to 
get men who would be altogether 
satisfactory to both companies and 
the policyholders, and they would 
probably have the advantage of get- 
ting men who would have a technical 
knowledge on the subject which the 
average business man has not. Speak- 
ing on my own behalf alone—I do not 
know how the Association might feel 
on it—I am altogether in favour of 
a very considerable widening of the 
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investment powers of insurance com- 
panies. I can see very clearly that 
their avenues for investment within 
the legalized lmits at. present are 
very much narrowed. The proportion 
of capital seeking such investments 
is growing faster than the supply of 
such securities, and, for my own part, 
I think that if there were the proper 
and full supervision, the full know- 
ledge on the part of the public and 
the Government of what was being 
done, that such gentlemen as usually 
sit on our representative insurance 
companies might well be trusted as to 
their investments. It seems to me 
that where the funds are so large 
there would be no element of danger, 
because the funds are large enough, 
and they would be spread sufficiently 
to produce a safe average, and what 
would not be advisable in the case of 
a small fund such as the individual 
insurance for the protection of a 
man’s family—because then a small 
loss might be very serious— would be 
proper enough in these large invest- 
ments. I think that consideration 
disappears where we are dealing with 
the million dollars. It might per- 
haps be wise to legislate as to the 
percentage of the funds which should 
be invested in any one direction. 
That might perhaps be thought. ad- 
visable, but for my own part as’ a 
policyholder—and I hope as a man 
taking qa prudent view of life insur- 
ance—I should not at all object to a 
much wider latitude in respect of in- 
vestment. 

MR. TILLEY: You would have re- 
strictions, would you, on_ invest- 
ments P 

MR. ROBINS: In what way do 
you mean? As to the percentage or 
as to the nature? 

MR. TILLEY: As to the nature of 
the security to be invested in. 

MR. ROBINS: Oh, yes; I think 
I would. I think there are invest- 
ments which all reasonable men will 
admit should be outside of the cate- 
gory of life insurance investments, 
but there are a great many things 
I think which are not legalized as 
investments of insurance companies 
which might very well be brought 
within the list. 

MR. TILLEY: Did you read the 
memorial that the managers present- 
ed yesterday ? 

MR. ROBINS: Yes, as it appeared 
in the paper this morning. 

MR. TILLEY: What would you 
say as to the clause they suggest? 
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MR. ROBINS: I am afraid I do 
not quite recall it. I know they 
touched on that subject. 

JUDGE MacTAVISH: Shortly, 
their recommendation is that the in- 
vestment power should be absolutely 
unlimited, with this one exception, 
that when the investment is in the 
stock of a company that company 
must have paid for the three years 
next preceding the date of the pur- 
chase interest or dividends on that 
stock. 

MR. ROBINS: Yes, I recall that, 
your Honour. 

JUDGE MacTAVISH: That seems 
to me the only limitation, is it not? 

MR. TILLEY: Well, there was a 
similar limitation somewhat in the 
est on those debentures for three 
trust mortgage. 

MR. LANGMUIR: Not secured by 
mortgage. 

MR. TILLEY: If the bonds are 
secured by mortgage no limitation, 
but if they are not. secured, then 
thére is that limitation. 

JUDGE MacTAVISH: The limita- 
tion was that no default should have 
been made in the payment of inter- 
est on those dividends for three 
years. 

MR. ROBINS: Well, from my ex- 
perience of some three years ago in 
municipal debentures, I think that 
would be entirely safe. I remember 
some 21 or 22 years ago I got Messrs. 
Crombie, Crombie and Worrell to in- 
vestigate the debenture situation in 
the province of Ontario, and I found 
that up to that time there had been 
only nine cases of even temporary 
default in payment of interest. 

MR. TILLEY: That is municipal 
debentures P 

MR. ROBINS: You mean company 
debentures ? 

MR. TILLEY: Yes, the insurance 
managers would go so far as to per- 
mit investment in industrial enter- 
prises that issue debentures. 

MR. ROBINS: I would quite 
favour that. 

JUDGE MacTAVISH: For in- 
stance. in the T. Eaton Company or 
the Robert Simpson Company, I sup- 
pose ? 

MR. TILLEY: Yes, even ga com- 
mercial undertaking. 

MR. ROBINS: For my own part 
I would be perfectly satisfied with 
that, because the most profitable 
things on the average are industrial 
enterprises, and, provided there was 
a proper supervision, and a proper 
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privity on the part of the public as 
to what was being done, I would be 
perfectly content for my part to 
leave that matter very largely where 
it is. 

MR. LANGMUIR: While you as 
the policyholder may be content, do 
you think that, Jooking to the future 
of that money derived from the pol- 
icy—that it is to go to the widows 
and orphans—do you think that it 
would not be a very great risk to 
them ? 

MR. ROBINS: I do not think so. , 

MR. LANGMUIR: Depending en- 
tirely upon that? 

MR. ROBINS: I do not think so. 
Let me go back to the illustration I 
gave before. If I leave only a very 
limited estate for my family, every 
dollar of it is of importance, and, 
therefore, it would be very right and 
prudent, I think, that I should make 
the utmost safety the very first con- 
sideration, but where there is $10,000 
or $20,000 invested, not ear marked 
for this beneficiary or that, if there 
be a risk, it is spread over the whole 
of their funds; and I take it that a 
board of directors of ordinary pru- 
dence and experience, with this priv- 
ity, as I say, of your representative 
policy holders as to what was being 
done, and the full knowledge of the 
Government, as I am going to come 
to presently, as to what is being 
done, my own judgment is that it 
would be a perfectly safe situation. 
It is not as though the assumedly 
absolutely safe investments were 
always safe. I may say, as to my 
own experience, that I have made 
losses when I thought I was making 


_the very safest investments. A few 


years ago I made a little investment 
and gave it to my wife. I thought 
there was no peradventure about that 
investment, but it turned out unfor- 
tunate, and we have seen mortgages 
fail to yield the amount of money 
loaned on them, and so on. 

The second thing in point of im- 
portance, it appears to me, is that 
the Government should know abso- 
lutely what the investments of these 
companies are. At the present time 
they are depending upon an annual 
statement. That annual statement 
may be true as to the date at which 
it is made up, but even so, for the 
other 364 days in the year it may 
not have been the correct state of 
affairs. Moreover, we have seen that 
in some instances these statements 
have been manipulated, now the only 


INSURANCE. 3163 


SESSIONAL PAPER No. 66 
99th day November 18, 1906. 


correction, the only perfect correc- 
tion, of that weakness which occurs 
to my mind is that the securities of 
these companies should be absolutely 
in the custody of the Government, 
lodged with the Government, so that 
the Government knows absolutely 
whether a statement is true or false, 
and there would be no _ question 
whether a statement on the 31st 
December is a fair representation of 
every other day in the year. I will 
not enlarge upon that, but simply 
throw out the suggestion. 


MR. LANGMUIR: Would that 
cover all kinds of securities, includ- 
ing mortgages ? 

MR. ROBINS: I would say so, in- 
cluding everything. 

MR. LANGMUIR: Then the de- 
partment would have to have a set 
of books for all mortgages, the matur- 
ity of interest and the interest in- 
stalments and all that; and how 
would the money received from mort- 
gages be taken? Would it be paid 
as it falls due to the Government on 
account of the mortgage? 

MR. ROBINS: I should hardly 
think so. I did not think of that 
betore, but your remarks lead me 
back to a condition which | remember 
thirty years ago as obtaining with 
regard to the implement concerns. 
They discounted their paper with the 
bank and put up as collateral secur- 
ity the farmers’ notes which they 
took, and they were called upon to 
put up a certain percentage, some- 
times twenty-five per cent., and 
sometimes thirty-three per cent. 
They received the money for those 
notes as they were paid, and when 
they went to take those notes out 
they had to replace them, if it would 
deplete their margin. It seems to me 
that the Government should deal with 
the matter somewhat in that same 
way. It would not be necessary that 
they should get down to the final 
dollar. If a company is handling 
twenty million dollars of money, a 
leeway of half a million or a million 
is of no great consequence, and it 
seems to me it would be a very simple 
matter as mortgages fall due, or as 
the companies wanted to take out 
securities, if they proposed to sell 
them, to go and get them, and they 
could replace them with whatever 
securities they wished to bring. If 
it were made obligatory under pen- 
alty upon the companies as they pos- 
sess themselves of securities to lodge 
them with the Government, then I 
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think that would work itself out 
without very much trouble, and, to 
my mind, it- would be an absolute 
solution of the present weakness. 
MR. LANGMUIR: You see nowa- 
days the modern way of dealing with 
mortgages is different from the old- 
fashioned way. The annual instal- 
ments are payable almost altogether 
on mortgage statements of account. 
MR. ROBINS: Just so. 


MR. LANGMUIR: Very frequent- 
ly if a farmer came in and wished 
to pay his annual instalment, the old- 
fashioned way was to endorse it on 
the mortgage, and very often they 
have to see the mortgage. You know 
that. Your own experience will tell 
you that. I can see that the lodging 
of debentures and bonds and coupon 
securities might be carried out. There 
may be something in what you say 
that if two millions of mortgages are 
deposited in order to make up a cer- 
tain aggregate, that you would de- 
mand two and a quarter millions so 
as to have a margin to work upon. 


-MR. ROBINS: The way in which 
it strikes me is this; we see on the 
part of the companies a great ex- 
patiation upon the fact that they 
have the deposit with the Govern- 
ment. Those Government deposits 
amount to nothing, and yet a great 
point is made of them by a good 
many companies in their advertising, 
and the public are greatly assured 
by the fact that the Government is 
holding the funds. I think that would 
be the greatest canvassing card for 
the insurance companies, and I think 
it would greatly stimulate insurance. 
It would remove all possible doubt 
from the minds of the public, and 
I am quite sure at the present time 
there is no little doubt in the minds 
of the public as to the safety of life 
Insurance in general. Another sug- 
gestion I would like to make is that 
the policies should be standardized. 
I think that is a very important 
thing; that policies purporting to be 
the same should read in the same 
way; so that the average man. who 
does not know very much about in- 
surance anyway, and cannot hope to, 
shall have before him a simple pro- 
position, 

I would also very much like to see 
the business of life insurance confined 
absolutely to life insurance in one or 
other of its simplest forms. I should 
like to see eliminated everything 
which is not life insurance, every- 
thing which is more investment than 
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life insurance. Of course if a man 
takes a policy on the endowment plan 
there is an element of investment in 
it, but at the same time it is fully 
life insurance. I should, “however, 
like to see eliminated all these mod- 
ern propositions which have the effect 
of twisting around, and all sorts of 
propositions which vary from the 
propositions of the other companies. 
I think it is one of the most mis- 
chievous things introduced into life 
insurance in the period of its history. 
I think also it should be difficult for 
2 company to become a life insurance 
company. 
most difficult of all organizations. I 
think no company should be allowed 
to begin business until it was shown 
to be a substantial organization and 
we should see no more of such exhi 
bitions as was witnessed in connec: 
tion with that company in which Mr. 
Ostrom was concerned. I think any 
exploitation of life insurance in that 
sort of way should be made absolute- 
ly impossible. I think also that 
companies should be compelled to 
carry on policies upon which the in- 
surer has failed to pay the premium 
as long as there was a dollar of office 
value left. I do not think it should 
be a matter of negotiation with the 
companies about carrying that thing 
on. I think it should automatically 
carry itself on to the extent of the 
reserve represented by that policy in 
the office. I think also that there 
should be a limit to the dividends 


reasonable limit. I begrudge no man 
a fair return on his money, nor a 
fair remuneration for his services. I 
believe in everything being well paid 
for. I have always tried to be well 
paid myself, and I like that sort of 
thing, but we see gas companies, 
street railway companies, and water 
companies chartered with a condition 
that the stockholders shall draw no 
more than a certain dividend, and 
I think in this connection I would 
hardly call life insurance a business. 
To my mind it is something almost 
holy and I think in my experience 
some such limitation as that should 
be made. 

MR. TILLEY: What would you 
suggest? Have you thought of that? 


MR. ROBINS: No, I have not. I 
would prefer to throw out general 
ideas rather than to go into details, 
because I do not want to assume too 
much. I am no better judge of these 
things than any other man. These 


I think it should be the. 
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are general thoughts that occurred 
to me. And I would prohibit every- 
thing in the nature of watered stock 
or bonused stock. A company having 
started off with a sufficient capitali- 
zation to justify its doing life insur- 
ance business, I think there should 
be very great reasons before there 
should be an increase of the capital 
stock. 

MR. TILLEY: Do you believe in 
compelling companies to mutualize gt 
a certain time? 


MR. ROBINS: No, I do not. My 


- own preference is for a stock company. 


I think directors are more likely to 
be interested where they have a finan- 
cial stake than where they have not. 
Perhaps it is not necessary for me to 
refer to the question of rebating. I 
fancy from what I have read in the 
newspapers that every member of this 
Commission shares my opinion with 
regard to that subject. I may say I 
have never accepted a rebate, and I 
have on humerous occasions shown 
men the door of my office when they 
have suggested a rebate, and I sin- 
cerely hope that that matter will be 
dealt. with in the most drastic man- 
ner. I should suggest, with less con- 
viction perhaps than with regard to 
some of my other suggestions, that 
this canvassing for proxies by or on 
behalf of directors of companies should 
be stopped. I do not think it is a 
very good thing, and I think if a 
shareholder who is entitled to attend 
a meeting of an insurance company 
does not choose to go there he had 
better not be represented, because if 
he gives his proxy to some _ inside 
party, it might simply be handicap- 
ping the policy holder that does choose 
to go there and try to exercise his 
influence. 


I think, gentlemen, that is the limit 
of what I wish to say. Again I thank 
the Commission for their kindness. 

MR. HELLMUTH: You have 
spoken about the removal of restric- 
tions or the extension of investments. 
I understand that in regard to that 
you are giving your individual opinion 
purely. 

MR. ROBINS: Purely. 


MR. HELLMUTH: Not the opin- 
ion of the Association ? 

MR. ROBINS: TI do not pretend 
in any word I have uttered to re- 
present the Association. 

MR. HELLMUTH: I thought you 
had made that clear. Have you con- 
sidered at all the position of invest- 
ment by an insurance company in 
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stock itself, as distinguished from an 
investment in the bonds of the com- 
pany, that in the one case you are 
simply lending money to the company, 
and in the other case you are becom- 
ing a full partner in the business of 
the company, whether it be to run 
a railroad or a departmental store or 
any other purpose? Have you con- 
sidered if an insurance company 
should, as an insurance company, be- 
come a railroad company, a depart- 
mental store company, a gas company, 
or that it should merely lend money 
to those companies as it would do if 
it were buying the bonds of those 
companies ? 

MR. ROBINS: In the first place I 
do not quite agree with you that to 
buy stock in a railroad constitutes a 
railroad company. 


MR. HELLMUTH: No, of course 


not. 

MR. ROBINS: And I conceive that 
it is scarcely probable that an insur- 
ance company should buy enough of 
the stock of any such enterprise to 
be in control of it. 

MR. HELLMUTH: Supposing I 
were to tell you that one insurance 
company in this country is the stock- 
holder of the majority of stock in one 
of the largest street railway systems 
one of the states of the union, would 
you consider that— 


JUDGE MacTAVISH: And looks 


upon that as better security than cer-. 


tain other classes. 

MR. HELLMUTH: And a perfect- 
ly legitimate enterprise. 

JUDGE MacTAVISH: And desires 
to be in control either by itself or its 
friends. 

MR. ROBINS: In anything I say 
now I am pre-supposing that certain 
conditions which I consider necessary 
for the improvement of the insurance 
situation are brought about. If there 
were this representation of policy hold- 
ers on the board, if there were this 
custody of all the securities by the 
Government, and consequently a full 
knowledge of what the investmients 
were, and if there were this publicity 
which would arise from that condi- 
tion of affairs, then I do not think 
any life insurance board would make 
so big an investment in any one di- 
rection. I am simply looking at the 
probability as it strikes me ag a busi- 
ness man. I would not consider it 
prudent to invest more than a reason- 
able percentage in any direction, I 
do not care how good it might be con- 
sidered, but as to the difference be 
tween the bonds being security—of 


Policyholders’ Association. 


course they are—and the other being 
a risk of business, the view I take 
is this; that if I have a hundred dif- 
ferent investments in industrial enter- 
prises, to which I have given reason- 
able consideration, while one or two 
may disappoint me, the net result as 
represented by the dividends as 
against the interest rate on the bonds 
and debentures, will be a satisfactory 
result to me. I am purely going up- 
on the average to be expected from a 
broad investment. 

MR. HELLMUTH: I was only 
taking it up in this way; you sug- 
gested that insurance was. something 
holy, something by itself, and I took 
it from the nature of your remarks 
that you looked upon the insurance 
company directors as the trustees 


of 

MR. ROBINS: I do, quite go. 

MR. HELLMUTH: Of the money 
of the policy holders. 

MR. ROBINS: Quite so. 

MR. HELLMUTH: Now, as. a 
matter more of principle than amount 
or degree, does it not strike you that 


you would be a little surprised if 


your trustee were to put your money 
into a venture, instead of lending 
your money; that is to say, that he 
were to buy the stock and become a 
little or a big partner in a concern, 
rather than the lender of money to 
that concern? In the one case he 
has the whole of the stogk as secur- 
ity, which has*to be wiped out be- 
fore a dollar of bonds representing 
the money is touched. In the other 
case the bond holders may wipe you, 
as a stock holder, out, if there is 
any loss. 

MR. ROBINS: I quite appreciate 
all that, but I do not take any 
stricter view of this insurance ques- 
tion than I take of my own estate. 
Now I have left to my trustee just 
such a discretion as I would propose 
to give to these trustees, and I have 
done it because in several instances 
with which I have been quite famil- 
iar, where q man has tied up his 
trustees, it has been very unfortun- 
ate. I know of three cases in this 
city where the testator tried to look 
into the future further than is given 
to the ordinary man to look, and he 
hampered his trustees, to the detri- 
ment of his heirs, and in two of those 
cases the courts have given relief be- 
cause of the condition of affairs. Now 
all that you say is true. I do look 
on this as a holy sort of thing. I 
look on the insurance directors and 
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managers wholly as trustees, but I 
say, provided the insurance business 
is surrounded with certain conditions, 
I believe the boards would be such 
as would be trusted to make prudent 
investments, and I would be perfect- 
ly willing that my interest or my 
interests in insurance should be dealt 
with in the same way as I am satis- 
fied that my estate should be dealt 
with by my own executors. 

MR: HELLMUTH: You did say 
that one of the elements of security, 
perhaps an element that was as 
strong as any, was the utmost pub- 
licity ; that is that the report should 
show the holdings in every respect, 
subject to all the criticism the public 
would give it? 

MR. ROBINS: Yes, and at. the 
time the investment was being con- 
sidered, if there is a direct repre- 
sentative of the policy holder there, 
that is the time for publicity, and 
I take it if such a representative 
policy holder should see any objection 
to investments, that would have great 
weight naturally, particularly if he 
were a Government appointee. 

MR. HELLMUTH: You are aware, 
I suppose, or perhaps I am misin- 
formed, that your view as to this 
widening power of investments is not 
shared by all the policy holders? 

MR. ROBINS: Oh, by all means, 
I am quite aware of that, but I do 
not hesitate to express my opinion. 

MR. HELLMUTH: We are very 
glad to have it, and I am sure the 
Board are glad, too. 

MR. ROBINS: I quite understand. 
I encountered that myself, but I 
must say that I have frequently been 
able to convince the other man. It 
is well to have differences of opinion 
very often. 

MR. LANGMUIR: Would = you 
widen the character of the securities 
so as to leave the whole world open? 

MR. ROBINS: I would rather 
widen them as to class than I would 
as to geography. I think a great 
deal depends on whether you know 
what you are dealing with. When 
these insurance managers suggest, as 
I believe they do, that they should 
be at liberty to invest in the securi- 
ties of q foreign country in which 
they may be operating, I should want 
to think that over before falling in 
with that view. I have travelled my- 
self and I know to some extent how 
very different the conditions may be 
in foreign countries. We will assume 
that a company with its head office 
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in Canada is doing business in one 
of the South American countries. The 
men who are sitting on that board— 
perhaps not one of them—have ever 
been there, nor to a similar part of 
the world, and have no knowledge of 
the conditions whatever, and are sole- 
ly relying on the representations of 
a man who may be very much inter- 
ested. I see an element of danger 
there far greater than any element 
of danger in the widening of the 
class of securities, and I should hesi- 
tate very much to fall in with that 
idea. I was down last summer in 
New Mexico, and some of our Can- 
adian companies are operating down 
there. The Manufacturers’ Life man 
came down while I was there to open 
an office, and the Confederation Life 
man was already there, and I do not 
know but some others, and although 
I was only six or seven weeks in the 
country, I was there long enough to 
find the difference. It was a place 
where you would need to know a good 
deal before you put up much money. 
So that I think my own suggestion 
as to broadening the class of invest- 
ment 1s a good deal safer than that. 


JUDGE MacTAVISH: TI under- 
stand you to convey the idea that your 
suggestion as to enlarging the scope 
of the investments presupposes that 
the safeguards that in your opinion 
are necessary would be first enacted ? 


MR. ROBINS: Yes, some means 
by which the policy holders can be 
privy to and consenting to these in- 
vestments, and some provision by 
which the Government is not depend- 
ent upon any written statement as 
to what the securities of the companies 
are. Those two things I consider ab- 
solutely essential, and they are con- 


ditional upon every other  obliga- 
tlon— 
JUDGE MacTAVISH: And with 


these safeguards you think the invest- 
ment question would be an easy one? 


MR. ROBINS: It would take care 
of itself, 

MR. HELLMUTH: Mr. Christie, 
the secretary of the Association is pre- 
sent to-day. 

JUDGE MacTAVISH: 
be very glad to hear him. 

MR. CHRISTIE: I have lodged as 
a production a copy of the constitu- 
tion and bylaws of the Association, 
and while there are a great many 
powers embraced in these articles, the 
main purpose for which we are in- 
corporated is to see that whatever 
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conditions this Commission may make 
on behalt of policy holders as to future 
legislation should receive the support 
of our members, and that we should 
on behalf of our members do all that 
we can to support such recommenda- 
tions. 


The first point on which I wish to 
address your Honours is on the pol- 
icy contract itself. It seems to me, 
and to the members of our executive, 
that as time goes on the insurance 
companies are largely departing from 
what is straight life insurance, and 
are seeking to build up what is really 
an investment. The average insurer 
to-day takes the policy with the ob- 
ject of providing for the event of his 
death, and with a great many of the 
policies that are issued you will find 
that that element is largely obscured 
by the investment part of the policy. 
From‘a policy with three or four op- 
tions, we are now finding a policy 
with six or seven options which a man 
may exercise at the end of twenty 
years. Why a man should tie himself 
up to that kind of contract at the 
present day is something we cannot 
imagine, and we would maintain that 
if legislation is brought into force as 
a result of this inquiry that a restric- 
tion should be placed along the lines 
of the contracts that are to be issued 
by the companies. We maintain as 
an association that insurance policies 
should directly bear out the relation 
for which they were originally intend- 
ed. In other words we believe that 
there should be a standardization of 
policies. Whether a man elects to 
pay premiums during the remainder 
of his life, or through a period of ten, 
fifteen or twenty years, is a matter 
which might well remain within the 
election of the company or the pro- 
posed insured. And in addition to 
that we believe that the endowment 
policy is such a policy as should be 
standardized, because in many cases 
the proposed insurer could not get 
insurance on any other plan. It ‘s 
a more costly form of insurance I be- 
lieve, and consequently the company 
might take impaired risks that they 
would not take on the limited pay- 
ment plan or the ordinary life. We 
believe that this question is deserv- 
ing of the most serious consideration. 
and that in whatever recommendations 
you should make, you should recom- 
mend that policies be standardized. 
Probably there may be one or two 
other plans, but they are not in my 
mind just now. At any rate those are 
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what we consider to be straight. life 
insurance contracts, and we think that 


‘ those powers of. election and so on 


Should be eliminated and that the in- 
vestment feature of it should be cut 
out as far as possible. Then again, 
before any policy can come into force, 
there is a question of consideration. 
The companies have seen fit to accept 
notes in settlement of premiums, ,and 
I submit that this lies at the crux 
of the whole question of life insur- 
ance at the present day. An agent 
1S anxious to insure a prospect. The 
man may or may not be in a position 
of being able to pay his premium, but 
the agent in his anxiety to secure 
the application will take a note at 
six and seven months from date. Now, 
I submit that a policy contract is 
In esse such a contract, that no man 
should enter into it unless he is in the 
position to-day to pay his premium, 
and I do not care whether the prem- 
lum be an annual premium or a semi 
annual premium or a quarterly prem- 
ium. I submit that before the co- 
pany should issue the policy they 
should at least receive payment of the 
first premium in cash. We have in- 
stances brought out in the evidence 
where companies have advanced 
amounts of money to agents in order 
that they may secure business on the 
strength of notes which have been 
taken in settlement of the premium, 
and we find that a great percentage 
of the business written on that basis 
lapses. Now, not only are the com- 
panies suffering the expense and 
trouble of securing those applications, 
but they are also suffering very mater- 
ial loss in the advances which are 
made to agents on the strength of that 
business, and they are encouraging 
what has come to be known as the 
rounder, who takes business to one 
company so long as he can secure ad- 
vances, and then when such advances 
cease he proceeds to go round again 
and write the same business in many 
cases “for another company. And 
again in many cases there is a hard- 
ship upon the prospective insurer and 
upon the policy holder inasmuch as the 
farming community, and the more 
ignorant class of the community in 
general, are not aware of the nature 
of the obligation into which they are 
entering. It is true that the compan- 
ies very often give the greatest con- 
sideration to the policy holders in the 
settlement of their notes, and it is 
also true that in many cases they seek 
to avoid pressing for payment of those 
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notes. But it must be borne in mind 
that during the currency of those 
notes the company has carried the 
risk and that there is a positive in- 
justice to the policy holder who has 
paid his premium in the event of the 
person assured under these notes dying 
during the interim, and it might well 
become a serious question for a young 
company anxious to get business, as 
we find they all are, upon any con- 
sideration at all. If that matter were 
dealt with, it would be, to my mind, 
a step towards the solution of this 
question of expense. If the company 
must pay the agent for doing the 
work, they ought to find some other 
means of remunerating him than by 
putting temptation in his way. We 
submit therefore that, as in the case 
of the commissioners report in New 
York State, that the prohibition of ad- 
vances should be recommended by the 
Commission in Canada. 

With regard to the question of pro- 
fits this has been’ the subject of much 
discussion, and there are differences 
of opinion as to whether it would be 
better that the profits should be dis- 
tributed annually or quinquennially 
or at a shorter period, but I think 
that all the gentlemen who have ad- 
dressed the Commission have concur- 
red in the view that at any rate this 
twenty year distribution is an injus- 
tice. At all events under the form 
of policies at the present time, it is 
not brought home to the majority of 
policy holders that they will only par- 
ticipate in these profits if they sur- 
vive the full period of twenty years, 
and in a great many cases they do 
not really understand what they are 
paying for. In that regard I believe 
the condition of the policy should be 
printed on its face. Every condition 
of the contract should appear on the 
face of the policy. There are a great 
many conditions printed on policies 
now in small type. There are very 
very few of us who take the trouble 
to read our policies from beginning 
to end, and there are very few of us 
who can understand the legal phrase- 
ology contained in them if we did. 


We maintain that the policy should. 


be terse, it should be clear, and the 
average man should be able to under- 
stand it, and I do not think, if there 
was a standardization of policies, that 
there would be the least difficulty in 
making a plain contract which an 
ordinary man could understand. 
While we are on the question of pro- 
fits, I should like to say that the feel- 
ing of this Association is very strong 


6 EDWARD VII., A. 1906. 


Policyholders’ Association. 


that companies should not be allowed 
to canvas for risks on estimates. We 
find that the smaller companies who 
are starting to do business on an al- 
together different state of affairs than 
the older companies did, are publicly 
publishing and canvassing estimated 
results which are formed on the basis 
of profitable business such as the old 
companies could undertake twenty 
or thirty years ago. . We have the 
actual figures in the evidence brought 
out showing that in very few instances 
—I do not think in a single instance 
—have the profits estimated been 
realized. It might well be that the 
profits are satisfactory in some cases, 
but at any rate no man should be al- 
lowed to canvass for business on such 
a basis. If they must show the ad- 
vantages of their particular company, 
then I submit—we as an association 
submit—that the publication of re- 
sults, actual results, will serve the 
same end, and we would urge these 
views before the Commission. 

MR. HELLMUTH: Just one mo- 
ment on that subject, Mr. Christie. 
Supposing that the company ways ob- 
liged to deposit with the Government 
the basis of these estimates. the cal 
culations showing how they were made 
up, so that they would meet with the 
approval of the Government official, 
whoever he might be—take for in- 
stance the young companies which 
have no resuits at all; it shows how 
its funds invested at a given rate can 
produce that on the mortality tables 
then in force—I am not now suggest- 
ing wild cat speculations, but some- 
thing sound—would you have the same 
objection to an estimate of that kind 
that would receive the Government 
sanction P 

MR. CHRISTIE: Assuming the 
Government had the fullest informa- 


tion P 


MR. HELLMUTH: Yes, I am as- 
suming that, otherwise the young com- 
pany would have nothing to go on as 
against the results in the end. 

MR. CHRISTIE: It might serve, 
if there was some restriction on the 
estimate. As Mr. Hellmuth suggests 
that these estimates should be ap- 
proved by a competent official of the 
Government, there is no doubt if that 
safeguard were provided there would 
be less of this dissatisfaction amongst 
participating policv holders. 

JUDGE MacTAVISH: Before they 
are published that they should be 
approved of by some responsible offi- 
cer of the company? 

MR. CHRISTIE: Yes. 
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MR. ROBINS: Don’t you think 
this is usually the case that these 
estimates are put forth verbally in 
canvassing. How would you deal 
with that? 

MR. CHRISTIE: They are put 
forth verbally in many cases, it is 
true, but I think if the estimated 
results were printed on the policy 
that that would meet that particu- 
lar objection. It is quite true that 
agents will make statements when 
they are canvassing a prospect that 
they know to be utterly untrue and 
utterly incapable of fulfilment, but I 
think the companies should safeguard 
themselves in that regard. I do not 
think it’ would be possible for the 
company to make the agent respon- 
sible for what he says when he is 
canvassing, but they could provision- 
ally protect the policy holder by 
printing these estimates on the pol- 
icy. On this subject of profits again, 
it does not seem to us that the com- 
panies themselves have arrived at a 
proper basis of calculation. If you 
take the evidence of the actuary who 
appeared for the North American 
Life you will find that he is not quite 
sure how these estimates were arrived 
at. I may be wrong; I stand subject 
to correction, but it seems to me the 
companies themselves do not seem to 
have a proper basis of calculating 
profits; and I would submit that that 
is a matter which is deserving of the 
most serious consideration from the 
actuaries with whom these Commis- 
sioners are consulting. I also sub- 
mit that whether the distribution of 
profits should be in the opinion of 
your Honours quinquennial or annual 
or bi-annual, that at any rate there 
should be a statement of profit and 
loss made up every year, and that 
that statement, together with a com- 
plete copy of the information that 
they have given to the insurance de- 
partment, should be published in the 
newspapers located probably at the 
head office of the company, and at 
all the general agencies. At any rate 
we know, and your Honours know, 
that this bluebook which is publish- 
ed by the Insurance Department does 
not reach the insuring public, and 
policy holders are not aware of the 
exact standing of the company, un- 
less they obtain the information from 
the statements which the companies 
choose to send out. These, in some 
cases are satisfactory and in some 
cases are not. At any rate they are 
very dense, and do not give the policy 
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holders a true idea or conception of 
how the company stands, and I think 
your Honours should recommend that 
the reports published in the bluebook 
should also be published in such man- 
ner as will reach the policy holder 
in each case. Mr. Robins has al- 
ready referred to the non-forfeiture 
clause of the policy. I trust your 
Honours will see your way to recom- 
mend that the policy holders should 
by legislation have what many of the 
larger companies have elected to give 
the policy holders as a matter of 
right; but your Honours will observe 
that in many of these policies, where 
a policy holder has a non-forfeiture 
clause in his policy, that clause only 
becomes operative when he has made 
an election, that he must within a 
certain time make an election, and 
if he does not make that election 
his policy lapses, and whatever is 
standing at the credit of that policy 
goes into the coffers of the insurance 
company. There is no doubt what- 
ever that a man should have by law 
what he would be entitled to have 
for the mere seeking and asking. 
There is many a man not in a posi- 
tion at the time to send notice of 
his election, and the mere fact that 
he was insured, and when a man gets 
the very best evidence that he has 
ceased to be as anxious about his 
policy as he was at the date when 
he was insured, and when a man gets 
so careless of his affairs it is well 
that the law should provide that 
those who are dependent upon him 
should have the benefit of what that 
man has actually paid. On this ques- 
tion of investment I may say that 
this has been a subject of very seri- 
ous consideration by us on various 
occasions, and we have had differences 
of opinion, d you will no doubt 
realize what Mr. Robins has already 
said, and. I am pleased that Mr. 
Robins, in voicing his views along 
these lines. has made it clear that 
he is voicing his own opinion. He is 
a man accustomed to dealing with 
large amounts of money, and he is 
voicing his opinions from the stand- 
point of a man who can afford to take 
some risks in the question of invest- 
ment. We have a large number of 
companies in Canada to-day, and a 
ereat many of them have not the 
enormous amount of assets that the 
Sun Life and the Canada Life have 
at their command, instancing two of 
the larger Canadian companies... We 
would not say for a moment that the 
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powers of investment should be re- 
stricted. There seems to be no doubt 
that, so far as the present powers 
of investment are concerned, there is 
nothing vitally injurious to the pol- 
icy holders’ interests, but, to draw a 
line between what Mr. Roblin has 
suggested and what this Association 
would recommend, we would say that 
the company should be absolutely 
prohibited from buying stock of any 
description in a way that would place 
them in the category of partners of 
a concern. When an investment loses 
its feature as an investment, the com- 
panies would lose their identity as 
creditors of the concern in which they 
are investing their money, and be- 
come partners in that concern, and 
as such liable for the debts of that 
concern. We are utterly opposed to 
that. The abuses of such a practice 
have been clearly exemplified in New 
York. Companies have secured con- 
trol of other concerns, and through 
instruments placed at their command 
they have been the means of incur- 
ring a good deal of the abuses that 
have been proven to exist in insur- 
ance, and we will respectfully urge 
in the memorial which will be placed 
in your hands, that while you may 
in your discretion see fit to increase 
the present powers of investment, 
you should at least make it clear 
that companies are not entitled to 
enter into the buying and selling of 
stocks. We believe also that with 
regard to the question of investments 
there is a great need for improve- 
ment. At page 49 Mr. Commissioner 
Langmui:. suggested a means of 


checking these investments month by — 


month. That appears to the mem- 
bers of our board to be a feasible 
and exceedingly desirable thing. And 
we believe that if the companies are 
to have any further powers of in- 
vestment than they have at present 
there should be greater publicity. We 
believe that there should be a report 
sent to the Superintendent of Insur- 
ance, at least once a month, and 
that with that report the stocks 
themselves should be placed in his 
hands. It is true that that will en- 
tail a great deal of work. but the 
cost will be infinitesimal and the pro- 
tection will be absolute, and we have 
all along been led to believe—and the 
companies have always made it a very 
strong feature—that this reserve was 
actually money in the hands of the 
Government. They have canvassed 
that openly, and we find that the 
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reserve and these securities are only 
subject to the inspection of the 
Superintendent of Insurance, and if 
you will turn to the notes of his evi- 
dence you will find that even his in- 
spection is most superficial. He, of 
course, maintains that. under the ex- 
isting statutes he has not the power 
to enforce all he would like to en- 
force. Well, if he has not the power 
we submit that it is the Commission- 
ers’ duty to give him power to con- 
duct just such an inquiry as your 
Honours are conducting. He is the 
representative of the policy holders. 
He is an official appointed by the 
Government, which is elected by the 
people, and he should have the full- 
est power to go into the companies’ 
offices and demand all he wants. He 
says at page 37 that he has no power 
to insist on having a valuation of 
real estate. He says he has asked 
for that and it has been refused in 
some cases:and granted in others, but 
that he has had to go and get inde- 
pendent reports at the expense of the 
department. He further says that he 
has no power to demand anything 
beyond what is in the printed Gov- 
ernment returns attached to the 
schedule. Now. if the forms that may 
be adopted by the Government in 
connection with any insurance Act 
are not adequate and do not give him 
all the information he might find it 
in special cases desirable to obtain, 
we, aS an association, submit that he 
should have the power to demand all 
the information he wants. The Super- 
intendent has said at page 25 that he 
is largely dependent upon the report 
made by each company as to his know- 
ledge of the financial standing of the 
company. He is dependent upon the 
company’s report. Now the com-. 
pany’s reports are subject only to 
audit by a nominee of their own, and 
we would submit that it would be a 
safeguard to the companies them- 
selves—and it would certainly be a 
safeguard to the general insuring 
public—that there should be public 
auditors appointed by the Insurance 
Department, and that the Superin- 
tendent of Insurance should appoint 
these auditors from time to time. He 
should see that no auditor audits the 
books of one company too often. that 
the companies do not know until the 
time of their appointment who the 
auditor will be. .Bv such a means 
we could hove. and only bv that 
means, to obtain a proper audit of 
the companies’ books. Under the 
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present system there is no protection 
for the company or for the policy 
holder against a falsification of the 
books. We submit that is a subject 
deserving of very great attention. 
With regard to the question of the 
mutualization of companies, that is 
also a matter which causes a differ- 
ence of opinion. It is true that there 
have been grave abuses in mutual 
companies, that companies have been 
exploited by individuals for their own 
benefit. At any rate if your Honours 
do not see fit to recommend the abso- 
lute mutualization of insurance com- 
panies today, we submit that your 
Honours should recommend that their 
capital shall not be increased, the 
capital of any company shall not be 
increased without the consent of the 
majority in number of the policy 
holders in that company. We have a 
case in Canada where, without any 
apparent reason, the capital of the 
company was increased from $100,000 
to $1,000,000. The president of that 
company has gone into the books and 
endeavoured to justify that increase, 
but I do not think any real justifica- 
tion has been shown. The company 
had millions of money at its com- 
mand. Even a million dollars was an 
infinitesimal part of the company’s 
assets and so far it has only served 
to take a large amount of money out 
of the policy holders’ pockets which 
would otherwise have remained there. 
On that point I would also submit 
that a reasonable return should be 
allowed the shareholders for their in- 
vestment. They have rights as well 
as the policy holders, but it is a 
curious thing that companies have 
been paying very small amounts in 
dividends to policy holders. They 
have been paying six per cent. and 
seven and eight per cent. to share- 
holders. It seems an inequitable kind 
of an arrangement, because they are 
treating with the coin of the realm, 
and the policy holders’ money ought 
to be just as good as the sharehold- 
ers, surely. That has been the cause 
of extreme dissatisfaction among pol- 
icy holders, and we submit that while 
the shareholders have placed that 
money at the disposal of the company 


in its infancy. they are only entitled © 


to a reasonable return for that in- 
vestment, iust as any man would de- 
sire a reasonable return for any 
investment which would be absolutely 
eafe, - 

MR. KENT: You are not losing 
sight of the fact, I suppose, that for 
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a considerable period in the begin- 
ning of each company’s career the 
shareholder gets nothing at all? 

MR. CHRISTIE: We are not los- 
ing sight of that fact, and we fully 
recognize that he is entitled to such 
a rate of interest as would compen- 
sate him for placing his money there. 
There is no doubt he is entitled to 
that, and the policy holders will reap 
the benefit of it, or should under 
careful management. The insurance 
underwriters have laid a memorial 
before your Honours, and they urge 
that the recommendations of the 
Armstrong commission, insofar as 
concerns the loading of premiums, 
should not be entertained by your 
Honours. I am not an expert in in- 
surance, but it seems to me that com- 
mon sense would teach us that if a 
loading is not adequate to cover the 
expenses that the companies must be 
going behind. If they load the prem- 
ium a certain amount for expenses, 
they have to keep’ within that 
amount, and it seems to me that that 
recommendation of the Armstrong 
commission should be endorsed by 
your Honours and that the expenses 
of insurance companies should be 
limited in that manner. In dealing 
with the agents’ memorial they have 
urged that the commission which is 
paid to them under their present 
contract should not be reduced. They 
state that, taken on a capitalized 
basis, I think, of the total amount of 
premiums a man will pay under the 
policy contract, that the remunera- 
tion does not exceed two per cent., 
but they do not say how they come 
to figure out that that is a fair basis 
upon which to calculate their com- 
mission. It seems to me an anomaly 
that a company should’ pay almost 
the whole first year’s premium, and 
then again contract to pay as much 
as seven and a half per cent. on the 
renewal premium. Some of the com- 
panies indeed have offered as much as 
ninety per cent., probably not Can- 
adian companies, but nevertheless in- 
surance companies doing business in 
Canada. and a much larger renewal 
commission. 

MR. KENT: Could you give us 
the name of any company which to 
your knowledge offers or pays those 
premiums? 

MR. CHRISTIE: The State Life of 
Illinois is one. That is the instance 
IT have in mind. When a company 
can go to that limit there should be 
a restriction, and it is very signifi- 
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cant that one company in Canada has 
gone the length of reducing their 
rates five per cent. to meet this com- 
petition. It may be the State Life 
of Indiana that I refer to. I stand 
to be corrected on that point. The 
matter came to my knowledge through 
an agent and I was not paying par- 
ticular attention to the companies he 
named. I asked him to state the 
company, as I was anxious to know 
as to his bona fides. 


MR. KENT: I put the question 
because all the managers we have ex- 
amined disclaim the practice of pay- 
ing more than fifty per cent. 


MR. CHRISTIE: There is no 
doubt that while it may not be within 
the knowledge of most people, insur- 
ance companies have offered insur- 
ance for nothing for the first year, 
that it is a common practice, in Mon- 
treal at any rate, to offer eighty- 
five per cent., and there are men who 
have had insurance for three or four 
years for ten thousand dollars for 
fifteen per cent. of what the prem- 
iums ought to have been, by chang- 
ing their policies year by year. Of 
course that would work to their own 
detriment in the end, but they do 
not realize that at the time, and it 
has affected the policy holder who 
is persistent. 

MR. KENT: He allows his policy 
to lapse yearly and changes his com- 
pany? 

MR. CHRISTIE: Yes. I ask to 
draw your Honours’ attention to the 
fact that one company has recognized 
this evil and has probably recognized 
the fact that insurance companies are 
charging five per cent. too much 
inasmuch as they have reduced their 
rates five per cent. I refer to one 
Canadian company, the Great West 
Life, whose rates are lower than those 
of the other companies, and their 
rates work out at 19, instead of a 
20 pay life, it is really a 19 pay 
life on the basis of the other com- 
panies. .It is all very well for the 
managers to come forward and say 
they only pay five per cent. of a com- 
mission but nevertheless they have to 
answer that, because that rate has 
simply been fixed on the basis of 
meeting this rebate. It is quite true 
while we are on the subject of the 
managers’ association, that they are 
very anxious to stop rebating, or pro- 
fess to be. Your Honours will find 
their ordinary rates in their rate 
books. But while on this subject of 
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the insurance managers’ association 
and the question of rebates, I would 
submit that if they are the body they 
profess to be, they have a remedy in 
their own hands. There was an in- 
surance rebating act in force in On- 
tario, and it would be well to know 
at whose instance that rebate law was 
repealed. It certainly was not at the 
instance of the policy holders. I 
think that so far as I know the in- 
surance managers’ association is a 
body which could exercise a great con- 
trol over the question of insurance in 
Canada, but it seems to me it would 
be better to obtain the desired ends, 
if it was an association composed of 
the companies, but whatever’ the 
managers may go and decide or elect, 
or decide by resolution to do, it is 
not obligatory on the boards of their 
respective companies to endorse it, 
and it does not necessarily imply that 
because they wish this, that or the 
other thing that that will be endorsed 
by the companies, and I would sub- 
mit that if your Honours are going 
to recommend the powers these life 
managers’ associations desire, that 
your Honours should suggest that 
this association should be composed of 
the companies, who would elect a re- 
presentative whose action would be 
binding on the company. At the same 
time I do not think that is a matter 
which should concern the Commission. 
I think the Commission have quite as 
much as they are able to do to attend 
to the general subject of insurance 
without going into details of manage- 
ment like that. It is a thing to be 
desired. but I think the companies 
should be allowed to work out their 
own salvation, as also should. the 
agent. 


MR. KENT: Would it not mean 
to work out their own destruction 
rather, because that is where they are 
going P 


MR. CHRISTIE: Probably it would 
do that. 


MR. KENT: They all acknowledge 
they are going from bad to worse in 
that respect. 

MR. CHRISTIE: They do, and 
they. have themselves to blame, be- 
cause I do not know that the insur- 
ance managers themselves have been 
very strict in the observance of the 
regulations they have sent forth. 
There is one point your Honours that 
is deserving of very serious considera- 
tion. It always has had the most 
serious consideration of the boards of 
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the companies and insurance man- 
agers’ associations themselves, and 
that is the remuneration of the medi- 
cal examiners. It is strictly provided 
in the terms of the resolution set 
forth in the insurance managers’ pro- 
ceedings that the remuneration shall 
be such and such, but we find in cer- 
tain instances that companies, not- 
withstanding that resolution, have 
paid large remuneration to medical 
examiners and so diverted risks from 
one company to another. There 
should be some provision in the law 
as to the medical examinations, be- 
cause the doctors rather exercise con- 
siderable influence, in the rural dis- 
tricts at any rate, and there should 
be a uniform fee set forth in the Act, 
and it should be provided that any 
doctor who accepts a larger fee should 
be subject to some such punishment 
as your Honours might see fit to re- 
commend. 


JUDGE MacTAVISH: You think 
he should get the fee irrespective of 
whether he passed a favourable opin- 
ion on the applicant. or not? 

MR. CHRISTIE: Undoubtedly, 
whether it should be favourable or 
otherwise. There is one other feature 
that has been brought out very 
strongly in this investigation. Vari- 
ous abuses have been shown to exist. 
It is a subject for consideration at 
the conclusion of this enquiry, as to 
whether proceedings should be insti- 
tuted at the instance of the policy 
holders for restitution, but at any 
rate I submit it is deserving of the 
most serious consideration of this 
board .as to what steps should be 
taken and what means should be 
taken to secure the opinions of the 
policy holders of the companies in 
which directors who have been guilty 
of breaches of trust, for that is really 
what it amounts to—as to whether 
they should be continued in the man- 
agement of these companies. We 
find managers of insurance companies 
have secured large contracts which, 
as a matter of fact, render it almost 
impossible to put them out of their 
positions. It is desirable that there 
should be continuity of management 
in insurance companies, but it is not 
a desirable thing that a man should 
have a contract which he can wield 
over the policy holders or _ share- 
holders, whatever his conduct in the 
matter may be. We have in a major- 
ity of cases executive officers who are 
in complete control of the insurance 
matters. If they have not complete 
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control they have such contracts as 
give them an interest in perpetuity 
almost in whatever business the com- 
pany may write. I submit such a 
contract should be made illegal. Such 
a contract is not brought home to 
the knowledge of the policy holder 
when he is insuring. He is not aware 
that he must remain subservient to 
the management of the gentleman 
who is in charge at that date and 
for all time. He is told he has a 
vote. If he had a vote it would be 
utterly valueless insofar as that par- 
ticular exercise of his own right is 
concerned, and I think that such con- 
tracts as give to a man one per cent. 
of the business written in all time, 
or give to a man in perpetuity cer- 
tain commissions, should be discount- 


-enanced by law and should be pro- 


vided for in your recommendations. 
With regard to the question of re- 
turns, there is just one point I wish 
to mention, and I will submit that 
in all cases of returns the officers 
responsible, or the officers who have 
subscribed their signature to that 
document, should be responsible for 
everything that is contained in it. 
That document should show the com- 
plete state of the companies affairs. 
It should show all their dealings, and 
if they are allowed to accept bonus 
stock in the future that they should 
at least disclose the fact and that 
such things as silent assets should be 
unknown. 


In concluding, I should just like to 


voice the opinion of the Association 


in regard to the whole question inso- 
far as the subject of future legisla- 
tion is concerned by saying that we, 
as policy holders, are very much in- 
debted to the gentlemen who have 
been conducting this enquiry, both 
Mr. Shepley and his associates, Mr. 
Hellmuth and his associate, and your 
Honours, for the non-partizan way in 
which it has been conducted. We 
trust that when your recommenda- 
tion is made that it will be consid- 
ered by the Dominion Parliament, 
that the members will subserve their 
prejudices, either on one side or the 
other, and consider the whole report 
with a reasonable mind, and apart 
altogether from: the question of 
whether it may be introduced by the 
one side or the other, or whether an 
amendment may be introduced by 
one side or the other, because the 
subject is a large one, and it can only 
be elucidated by a proper discussion 
and honest judgment. 


a 


3174 ROYAL COMMISSION ON 


99th day, November 138, 1906. 


MR. HELLMUTH: I understand 
the gentlemen who have addressed 
your Honours, the vice president and 
the secretary of the Association, will 
prepare and forward a memorial in 
as short a time as possible. By next 
Tuesday they will have a _ written 
memorial in which, insofar as it 
deals with any subject, will be the 
opinion of the Association, but, of 
course, as your Honours can easily 
understand, it was impossible to have 
without consultation anything more 
than the opinion of two important 
members of the Association, the vice 
president and the secretary. Although, 
as they stated, their opinions as 
given cannot bind the Association as 
a whole and are their individual 
opinions. except that in some respects 
I think Mr. Christie did say that the 
Association felt that way. In regard 
to that I have no doubt the Associa- 
tion were unanimous as far as that 
goes. 


JUDGE MacTAVISH: We are very 
glad to have the opinions that have 
been given, even if they are the 
individual opinions of Mr. Christie 
and Mr. Robins. 

MR. HELLMUTH:. I have no 
doubt it is very desirable as showing 
that men may honestly differ in re- 
gard to these matters. 

MR. TILLEY: Then, subject to 
getting from Mr. Christie an official 
memorial later on, which may be 
handed in and read, and which I am 
sure your Honours will be glad to 
receive, that, I think, closes what the 
Policy Holders’ Association desire to 
say to your Honours, and the next 
work to be done is to continue the 
hearing of the Life Officers’ Associa- 
tion, which your Honours fixed for 
4.15 p.m. That leaves some ten min- 
utes of a recess. 

The Commission then adjourned for 
ten minutes. 

(At 4.15 p.m. the Commission re- 
sumed the discussion with the Life 
Managers’ Association.) 


MR. SHEPLEY: Mr. Chairman, 
in the discussion of the memorial 
from the Managers’ Association, we 
had completed for the moment, I do 
not mean finally at all, the examina- 
tion of the third paragraph, on the 
subject of investments. I understand 
that some further observations are 
desired to be made on the subject of 
that clause before we proceed further, 
and, of course. we are anxious to 
hear all there is to be said. 
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MR. BRADSHAW: I would like to 
say a tew words on that subject, Mr. 
President. There are two ways of 
dealing with the investment powers 
of lite insurance companies. First, 
the system which provides for abso- 
lute freedom of choice of securities, 
throwing the whole reponsibility on 
the directors. That may be termed 
the British system. 


Then there is the other system, 
namely, that of restriction, somewhat 
analogous to that recommended by 
this Association. While the British 
system of absolute freedom has work- 
ed well in Great Britain and the other 
colonies, this Association does not re- 
commend it for this country. We do 
not think this country has reached 
the status which Great Britain has, 
so as to permit the life insurance 
companies that absolute freedom in 
the investment of the funds that pre- 
vails in Great Britain. It is the opin- 
ion of the Association that the best 
interests of the business will be con- 
served by the placing of certain rea- 
sonable restrictions on the investment 
powers; such restrictions, however, 
as will not hamper the wise and re- 
munerative investment of the funds, 
but which will at the same time pre- 
vent them from being invested in un- 
tried and speculative securities. The 
Association has suggested what it be- 
lieves would be desirable restrictions 
on debentures and stocks, leaving the 
choice in the first grade of securities, 
namely, bonds secured by mortgage 
on real estate and other assets, to be 
left to the judgment of directors who 
usually are men of good financial dis- 
cretion. 


Dealing with the broadness of the 
powers contained in the memorial, 
1 would like to point out that it 
must not be overlooked that several 
of our companies, transacting busi- 
ness in this country, also transact 
business in such countries as the 
United States, Mexico, the West 
Indies, China, Japan, France, Ger- 
many and Great Britain. This is one 
of the reasons why it is recommended 
that the investments shall not be 
territorially prescribed. There is an- 
other reason, and that is that at 
present the privilege is accorded to 
the United States and British com- 
panies operating here of freedom in 
regard to territory. It is submitted 
that Canadian offices should not be 
placed at a disadvantage when com- 
pared with British and foreign com- 
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panies operating in Canada. lor 
example, British or United States 
offices can, if they so desire, invest 
every dollar of their Canadian prem- 
iums in British or United States 
securities. Then there is another 
reason, and that is that British and 
foreign companies operating in Can- 
ada can place with trustees for the 
reserves on their Canadian business, 
approved securities of any country. 
For example, if the Canadian policy 
reserves of a United States company 
amount to two or three million dol- 
lars, that company could place in the 
hands of trustees here the whole of 
that amount in the securities of the 
United States. This, of course, 
places the Canadian companies at a 
very decided disadvantage. Then 
there is a third reason, and that 
reason was mentioned last evening; 
that the field for high grade bonds 
of public utilities is comparatively 
narrow in Canada, on account of our 
few important cities. It is not in- 
tended to be unpatriotic, but this is 
not a matter of sentiment; it is one 
of vital financial interest to policy 
holders, and I think it will be im- 
mediately recognized by large invest- 
ors, whether they be private investors 
or investors on behalf of their own 
companies, that other than Canadian 
fields must be cultivated where large 
funds are placed at their disposal 
for investment. 

The Association is of the opinion 
that the policy holders are more 
deeply concerned with the absolute 
merit and intrinsic worth of securi- 
ties than as to whether a security 1s 
based upon valuable property in 
Great Britain, the United States or 
some other country; and consequently 
it is suggested that companies be per- 
mitted to invest in securities in such 
countries as may, in the opinion of 
the’ directors, offer the safest and 
most remunerative investments. 


Mortgage investments were refer- 
red to last evening and it was sug- 
,gested that the life officers’ invest- 
ments should be practically confined, 
I think, to mortgage investments. 
This class of security will always be 
the chief class of investment of a 
life office. At the present time no 
less than about 24 to 25 millions of 
dollars. or 26 per cent. of the total 
assets of Canadian life offices, are so 
invested. Experience, however. has 
abundantly proved in Great Britain, 
the United States and Canada, that 
the best general results will follow 
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from a wise distribution of the classes 
of security. If all, or nearly all, of 
our life companies’ investments had 
been made in mortgages in the per- 
iod of say from 1897 to 1900, it is 
believed that very serious conse- 
quences would have followed. Take, 
for example, the history of the On- 
tario loan companies in that period. 
it will be found that out of an in- 
vestment of some 85 to 100 millions 
of dollars invested in mortgages, no 
less than between 5 and 6 millions 
of dollars of mortgages were under 
foreclosure, representing from 5 to 6 
per cent. of the total amount invest- 
ed in mortgages. Happily conditions 
have improved, but it is a well known 
fact that the losses incurred through 
the conditions mentioned were yery 
disastrous to the loan companies and 
were the means of forcing some of 
them to retire from business. It is 
also only necessary to mention the 
experience of the Australian compan- 
ies in Australia and of the British 
companies which invested in Austral- 
ian mortgages. Reading the reports 
of the British offices some few years 
ago, one is struck by the large 
amount of money which had to be 
written off in connection with these 
mortgage transactions: Not merely 
hundreds of thousands of dollars, but 
hundreds of thousands of pounds. 
Take again mortgages in our own 
Western country; that is regarded as 
an ideal field for investment, but 
surely no one is so optimistic as not 
to believe that it will have its set 
backs as a field for such investments. 
As previously stated, while it is be- 
lieved that real estate mortgages 
will always form the important class 
of life office investments, it will be 
far from prudent for a life office to 
invest all, or nearly all, of its funds 
in such securities. 

Then there is just one suggestion I 
would like to make, and I make this, 
not on behalf of the Association, but 
in my personal capacity. If it is 
thought desirable to give greater pub- 
licity to the securities of life insur- 
ance companies there might be made 
a return by the life offices, say once 
each six months, apart altogether 
from the annual statement at the end 
of the year, say, for example, the 
end of March and the end of Septem- 
ber, a statement setting forth the 
purchases and sales of all bonds and 
stocks in the previous six months; 
also reporting in some convenient 
form, the changes which have taken 
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place in securities such as call loans, 
mortgages, loans on policies, and 
other investments during the same 
period. This statement might be ask- 
ed for from the companies and pub- 
lished by the Government in its own 
convenient form. It might be pub- 
lished in the same form that the list 
of licensSed companies operating in 
Canada is now published by the Gov- 
ernment, or in some official publica- 
tion. By that means there would be 
three periods in the year to scrutin- 
ize the investments of life offices; 
once at the end of the year where 
they would be all brought together ; 
once in March, showing the changes 
which had taken place; again in Sep- 
tember, showing the changes which 
had taken place in the securities, be- 
tween the months of March and Sep- 
tember. It is believed that such a 
scheme as this would’ be more effec- 
tual in securing a wise and prudent 
safe investment of life funds than 
ironclad restrictions, which, while 
they might commend themselves to 
your honourable body today, I ven- 
ture to suggest that in a very short 
time would be regarded by yourselves 
as quite unsuitable and obsolete. 


MR. T. B. MACAULAY: Might I 
add to what Mr. Bradshaw has said 
one word of explanation; that is, 
that the suggestion he has just made 
is one which was discussed at great 
length at the meeting of the Man- 
agers present this morning, and we 
were all unanimously of the opinion 
that if the Commission thought it 
would be of any advantage at all, we 
wished it to be understood that the 
Managers were in favour of the full- 
est degree of publicity that the Com- 
mission could possibly think was ad- 
visable. The only obstacle, the only 
objection, that any of us saw to this 
suggestion which Mr. Bradshaw has 
set forth, was the bulkiness of the 
returns. Apart from that—and the 
question of cost, which, however, if 
the Government bore it, would not 
trouble us—we saw no objection to 
it at all, and we wish it to be under- 
stood that, so far as the life com- 
panies are concerned, they will not 
object to any measure of publicity 
that your Honours may think desir- 
able. 


Following up a little along the line 
of investment powers, and speaking 
now for myself alone. I would not 
object if there were not one solitary 
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change made in the existing Act with 
regard to the investing powers, ex- 
cept one. In other words, I would 
be absolutely satisfied, and the Sun 
Life Insurance Company would be 
absolutely satisfied, if the investment 
powers already contained in the Act 
were left without the change of a 
single syllable, with the one solitary 
exception of the removal of the re- 
striction by which the total proceeds 
of our Canadian business must be 
invested in Canadian securities. So 
far as wanting wider powers is con- 
cerned, we, as a company, do not 
care two straws whether they are 
given or not; we are satisfied, but 
do not understand from that, your 
Honours, that we are not in hearty 
sympathy with what the Association 
is recommending. We are endorsing 
it and pleading for it, and I think 
it is desirable; I mention this fact 
to do away, if possible, with the idea 
that the life offices or the life com- 
panies are asking for wider powers. 
I do not believe any of us would feel 
very strongly if there were no change, 
if we had this wider power in regard 
to going outside of the territory. It 
is true that we have suggested a 
change in the style of those powers, 
but that change is really restrictive 
in its nature, rather than extending 
the powers. It is suggesting what 
we consider—what the Sun Life con- 
sider, and what I consider as well as 
all of us—to be an improvement in 
the basis of the fixing of these pow- 
ers, and one that is better in every 
way. It is not because we want 
wider powers in that respect, but be- 
cause we think that this basis which 
we suggest is a better basis, and in 
reality it is a more restrictive basis, 
apart from the one thing of going 
outside of Canada. As Mr. Brad- 
shaw has already pointed out, the 
removal of that restriction to Canad- 
ian securities is desirable from the 
two standpoints; first of all of safety, 
because we want to get safer invest- 
ments than we can get in the small 
cities of Canada; and secondly, from 
the standpoint of justice as between 
companies, because it is not just that 
American and British companies shall 
be allowed to come into Canada and 
do business here and take the pro- 
ceeds of their Canadian business, of 
their Canadian premiums, and invest 
it in the United States and then to 
say to the Canadian companies, you 
shall not do what these foreign com- 
panies are allowed to do. 
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MR. SHEPLEY: May I interpose 
a question? Has it been discussed 
by your association from this stand- 
point, that possibly widening the field 
of investment would make Govern- 
ment inspection in respect to your 
investments rather illusory ? 

MR. MACAULAY: It has not been 
discussed and I do not think a mem- 
ber of the Association thinks there 
would be a particle of foundation for 
that fear. Personally, I do rot think 
so at all. 

MR. SHEPLEY: You do not think 
the work of inspecting securities is 
at all dependent upon where the 
money is invested. 

MR. MACAULAY: No, I think it 
is quite as easy to ascertain the value 
of securities in large American cities 
as it is in small Canadian cities. The 
expansion of the field will make for 
safety and it will not make super- 
vision a bit more difficult. Not one 
particle. 

MR. SHEPLEY: Canadian Gov- 
ernment offices would probably have a 
good general idea of what is going 
on in their own country, while they 
might not have any idea at all of 
what is going on in Mexico. 

MR. MACAULAY: So far as I am 
aware no Canadian company has ever 
invested anything in Mexico except 
in connection with a Canadian char- 
ter, officered by Canadians and 
where more is known in Canada about 
it than in Mexico. 

MR. SHEPLEY: But you are sug- 
gesting taking off that restriction? 

MR. MACAULAY: Yes. 

MR. SHEPLEY: I am looking to 
that just to see whether or not you 
are likely to make Government in- 
spection less efficient if you remove 
the area of your operations to a 
greater distance. 

MR. MACAULAY: I am perfectly 
convinced that there is not the slight- 
est ground for such a fear, Mr. 
Shepley. At any rate this cannot be 
denied, that we want our®life com- 
panies to be able to get the best 
investments, no matter where they 
are, and we do not think the best 
interests of the life insurance com- 
panies and policy holders should be 
sacrificed for the convenience of Gov- 
ernment supervision. We want the 
best and safest, and Government con- 
venience in the inspecting must ad- 
just itself to the best interests of 
the companies and the policy holders, 
not the policy holders suffer for the 
convenience of officials. 


Life Managers’ Association, 


I would like to emphasize a second 
point. Life insurance funds are 
sometimes spoken of as trust funds. 
Now, that is apt to be misunder- 
stood. If we speak of life insurance 
funds as being trust funds in the 
sense that is ordinarily attached to 
that phrase, it is not so. Life insur- 
ance funds are funds instrusted to the 
companies by the policy holders, not 
for the purpose of investing them as 
if they were trust funds in a legal 
sense, but to invest them in «a pru- 
dent manner, keeping in view two 
points; first, safety—safety is, of 
course, the first consideration—and 
second, profit. A body of directors 
who sacrifice either of those consid- 
erations is neglectful of its duty. We 
all admit that safety is the first, but 
we must also admit that it is the 
duty of the directors to invest their 
funds in securities that will give a 
good profit to their policy holders as 
well as be safe. If directors were 
to put their funds into high grade 
securities on which it was impossible 
to make a loss—although, as I said 
yesterday, it is just on those high 
grade securities that the greatest 
losses are likely to be made, on ac- 
count of the depreciation in their 
value, through the rise in interest— 
or even if it were possible to put 
the money into securities yielding 3 
or 34 or even 4 per cent., and no 
higher interest, even with absolute 
security, the policy holders would be 
the first people to turn on us. A 
company that would do that would 
be neglected. 5 

MR. SHEPLEY: Perhaps that is 
because you have educated them to 
expect that you will give them 
speculative profits. 

MR. MACAULAY: Mr. Shepley, it 
is because the public has learnt to 
know that the business as carried on 
by the life insurance companies of 
Great Britain, the United States and 
Canada is being done the way they 
want it done. We are not asking 
any greater powers, but we are just 
asking that we shall not be restricted. 
Tf restrictions were put on _ those 
powers so that we could not make as 
good profits as are at present being 
made, the policy holders are the very 
people who would first of all neglect 
our companies and turn from them 
and they would not be able to do 
business. I wish to emphasize the 
fact that no evils of any consequence 
in connection with life insurance in- 
vestments from the standpoint of 
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security have developed anywhere, 
considering the magnitude of the 
business. The policy tuolders are 
satished with the quality of the in- 
vestments as the companies at pres- 
ent have them in the United States, 
England and Canada, and any re- 
striction upon them is not demanded 


by the great body of policy holders, | 


and would be resented by them _ be- 
cause they could not be made without 
reducing their profits, and as they 
themselves would say, ‘The profits 
and the security of the policy holders 
in the past show that the companies 
have acted wisely and we will sooner 
trust to a board of directors who 
have in the past shown that they 
will conduct this business properly, 
rather than to put restrictions upon 
them which will greatly increase the 
cost of our insurance.”’ 


JUDGE MacTAVISH: Are you 
expressing the views of the Associa- 
tion now, Mr. Macaulay, or your 
own P 


MR. MACAULAY: I am elaborat- 
ing a little on it, but I believe the 
Association would entirely agree 
with me. 


JUDGE MacTAVISH: You have 
stated your view of the nature of 
insurance funds. 


MR. MACAULAY: I think so—I 
say yes, positively, because that ques- 
tion was discussed this morning and 
we all agreed on that point, that 
in the sense of being trust funds in 
the naffow sense, they are not. We 
are one on that point; are perfectly 
clear about it, and we think that 
the public mind may possibly be de- 
ceived and confused by wrong use of 
that term. 

MR. KENT: I would like to be 
sure on that point, that all the Man- 
agers here present consider that in- 
surance funds are not trust funds. 

MR. MACAULAY: In the narrow 
sense of the phrase. I would like to 
attempt a definition and to have the 
question discussed whether it is cor- 
rect or not; that life insurance funds 
are not trust funds in the narrow 
sense of the phrase, but are funds 
intrusted to the companies for the 
purpose of investment, just in the 
same way practically as the compan- 
ies have always done, keeping secur- 
ity in view and also looking strongly 
to the question of profits. 

MR. LANGMUIR: Let us under- 
stand about this making profits. . 
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MR. MACAULAY: Would your 
Honour mind finding out, first of all, 
whether my view is correct? 

JUDGE MacTAVISH: We will 
take silence as consent. 

MR. SHEPLEY: We might ask 
for a show of hands. 

MR. MACAULAY: If any man- 
ager has any objection to the view 
I have stated, now is the time to 
speak. 

MR. RICHTER: Your Honour, I 
was asked that question in the wit- 
ness box, whether I considered life 
insurance funds as trust funds. 1! 
expressed the opinion that I did. Mr. 
Macaulay has qualified that. He 
says, in the narrow sense. Well, of 
course, there is a difference. 

MR. MACAULAY: I would like 
to ask Mr. Richter whether he has 
any objection or differs from my 
definition, that they are really in- 
trusted to the companies to invest 
safely and profitably, just exactly as 
the companies have, as a rule, been 
doing in the past. 

MR. RICHTER: There is nothing 
inconsistent in that, and with their 
being trust funds all the same. 

MR. MACAULAY: That is right 
and satisfactory to me. 


MR. SHEPLEY: They are trust 
funds in the sense of being other 
people’s money. 

MR. MACAULAY: No, sir; they 
belong to the companies; they do not 
belong to the policy holders, any more 
than the assets of banks belong to 
the depositors. 

JUDGE MacTAVISH: Again, may 
I ask, if you. are now expressing your 
own views or those of the Associa- 
tion P 

MR. MACDOUGALD: If Mr. 
Macaulay is expressing his own vtews 
I have nothing to say. 

MR. KENT: The Commission 
should know when a member is speak- 
ing, whether he is giving his own 
views or those of the Association. It 
is q startling declaration that we 
have just heard. 

MR. MACAULAY: I do not think 
you will find many managers to 
differ from it. 

MR. LANGMUIR: I certainly was 
of the opinion that insurance funds 
were pre-eminently trust funds, 
whether in the narrow sense or not. 

MR. MACAULAY: Your Honour, 
if they were to be considered trust 
funds in the narrow sense, then all 
life insurance business is wrong. 
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MR. LANGMUIR: No, I am com- 
ing to that point and 1 wish to ask 
you a question upon what you have 
said. 

MR. MACAULAY: My position is 
that they are exactly on the same 
feoting as deposits in banks. And, so 
far as that goes, the Legislatures. of 
the United States have put restric- 
tions upon the investments which 
savings banks can make, but none of 
them have put restrictions on the in- 
vestments which life insurance com- 
panies can make, showing that they 
look upon the deposits in savings 
banks as more in the nature of trust 
funds than those of life insurance 
companies, : 

MR. SHEPLEY: The banks must 
pay a fixed rate of interest on the 
funds of the depositors, and the bank 
may make what it is able to do over 
and above that. You are trading in 
the one case with your own funds, 
that is funds you have borrowed and 
upon which you pay a fixed rate of 
interest, and in the other you are 
trading with funds in which your 
policy holders have a direct inter- 
est. 

MR. MACAULAY: There is no 
difference except in the sense that 
we give a share jof profits, which 
eliminates the trust feature to that 
extent.. 


MR. LANGMUIR: Mr. Macaulay, 
you say that monies are placed in 
the hands of the insurance compan- 
ies for safe investment, that is the 
first consideration P 

MR. MACAULAY: Yes. 

MR. LANGMUIR: And for profit? 

MR. MACAULAY: Yes. 


MR. LANGMUIR: Now, are you 
surprised to learn that in strict com- 
pliance with the Trustee Investment 
Act of the Province of Ontario the 
Toronto General Trusts Corporation 
received an average rate of 4.82} last 
year; as against 4.86 with your larger 
scope that you have altogether be- 
yond the Trustee Investment Act. 
Will you tell me why it is, that with 
the greater scope you have in invest- 
ments now—apart altogether from 
the greater scope you are asking—you 
have not received a higher rate of 
interest? Why has not the return 
been more favourable? I am quoting 
from Mr. Bradshaw’s book; ‘‘The 
average rate of interest realized since 
1890 by Canadian, Australian. United 
States and British companies’’ is as 
tabulated, and in 1904 the average is 
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4.80 for Canadian companies. It is 
not given for Austraban companies 
in that year, but the’ last return is 
1902, 4.55; in the United States com- 
panies it is given for 1904, and it is 
4.63; in the British companies it is 
not given since 1902, but in that 
year it was 3.67. Now, Britain has 
tree trade in insurance investments, 
and what is the result? The result 
is that the average rate for their in- 
vestments has been 3.67 as against 
4.80 in Canada. I would like you to 
explain that. 


MR. MACAULAY: The explana- 
tion is the difference between English 
rates 

MR. LANGMUIR: Oh, I know, 
but they have the whole world. 

MR. MACAULAY: The difference 
between the English rate and the 
Canadian rate, I think, is very easily 
explained. In the first place, to the 
extent that they have invested in 
English securities they cannot get 
the rates prevailing in Canada. 

MR. LANGMUIR: But they are 
not confined to England. 

MR. MACAULAY: Your Honour, 
I must take these points up one by 
one. To the extent that they in- 
vest in Great Britain they cannot be 
expected to get and they do not get, 
the Canadian rates. The great bulk 
of the investments of the English 
companies are in England, in Great 
Britain, naturally so, because they 
take the bonds of their own cities, 
the mortgages upon their properties, 
as is very natural and proper, but 
on their investments that they make 
in the Old Country they naturally 
only get the English rate. That is 
easily seen. The next point is thati 
it is only comparatively a small part 
of their funds that is invested abroad. 
They have the right to do it, but 
they do not use that right to the 
fullest extent. And when they make 
investments abroad they do not get 


‘the full rate. They come to Mon- 


treal and make loans at 44 per cent. 
and I have heard of them making 
them at 4 per cent., both in Mon- 
treal and Toronto. A company com- 
ing across here cannot get the rates 
the local companies do and cannot 
expect it. If they take securities 
listed in the old land, these are the 
cream of things and yield very low 
rates of interest. A British’ company 
cannot expect in the United States 
or Canada to get as good rates as a 
Canadian or American company can 
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American ratgs on its English invest- 
ments and does not get even the 
American rates on the investments it 
makes in America the difference is 
accounted for at once. In the next 
place the fact that the Canadian com- 
panies made more than the American 
and Australian companies is, I think, 
sufficient to show that the Canadian 
companies have made the best of their 
opportunities. 

MR. LANGMUIR: I think so, too. 
I agree with you there. 

MR. MACAULAY: The _ second 
point as to the Toronto General 
Trusts Corporation being able to get 
a very high rate; I confess to sur- 
prise that they have been able to get 
such rates within the Trustee Act. 

MR. LANGMUIR: It is the aver- 
age rate, 4.823. 

MR. MACAULAY: I confess to 
surprise, but I think that that sug- 
gests that North West mortgages 
have something to do with it. 

MR. LANGMUIR: Certainly. Sev- 
eral millions of Manitoba mortgages. 
But you have the right to take Mani- 
toba mortgages, there is nothing bet- 
ter in the world. 

MR. MACAULAY: That is all 
right, but, if you will excuse me for 
saying so, I think that eliminates the 
Toronto General Trusts Corporation 
altogether, because we are not dis- 
cussing mortgages at present. 

MR. LANGMUIR: That includes 
also a good deal of municipal deben- 
tures. 

MR. MACAULAY: I venture to 
say that.in municipal debentures the 
Toronto General Trusts did not. make 
4.82 per cent. 

MR. LANGMUIR: I did not say 
that. Do not misunderstand me. I 
said the average rate of interest. 
Averaging Manitoba interests, the 
interest in the Province of Ontario, 
the debentures and all, the average 
has been 4.824, and that is strictly 
within the Act. 

MR. MACAULAY: My answer is 
that the Toronto General Trusts Cor- 
poration has done remarkably well 
and deserves a compliment. 

MR. LANGMUIR: Pardon me for 
introducing the name of the Toronto 
General Trusts Company. I had no 
right to introduce it at all, but it 
is from my full knowledge of the re- 
sults of keeping strictly within the 
Investment Act of Ontario. 


% 


LOYAL COMMISSION ON 


6 EDWARD VII., A. 1906 


Life Managers’ Association. 


MR. MACAULAY: As I say, that. 
is very creditable to the Trusts Cor- 
poration, but I wish to emphasize the 
fact that it has no bearing upon what 
we are discussing; we are not dis- 
cussing mortgages, we are discussing 
bonds and stocks and the fact that 
they get that has no_ bearing. 

MR. LANGMUIR: Do you know 
what the Investment Act of Ontario 
permits P 


MR. MACAULAY: Mortgages. 

MR. LANGMUIR: It permits 
mortgages on real estate, that is one; 
it permits every kind of municipal 
debenture, school debenture, Govern- 
ment securities in Canada, the Pro- 
vinces and Britain. It is not confin- 
ed to mortgages alone. 

MR. MACAULAY: Mr. Bradshaw 
asks whether that rate is less ex- 
penses. ? 

MR. LANGMUIR: .No, that is the 
rate received. 

MR. BRADSHAW: The compan- 
ies make up their rates differently. 
It is hard to determine from that Re- 
port whether that rate is based upon 
the earnings. 

MR. LANGMUIR: This is the 
average gross rate, which, of course, 
is the only way. When you speak of 
the average rate of interest received, 
it is the average gross rate. 


MR. MACAULAY: The point I 
wish to make is that if we were limit- 
ed just to the securities Mr. Lang- 
muir has stated as being open to the 
Trust Corporation of Ontario, mort- 
gages and these municipal and other 
similar securities, that would prac- 
tically eliminate all the securities in 
which the vast bulk of the funds of 
the life insurance companies of this 
continent are invested. 


MR. LANGMUIR: But you are 
not limited to that; you have a broad 
field to work on in the existing Act. 
You are not limited at all to that 
and it is no use putting it in that 
way. 

MR. MACAULAY: We are not 
limited, but my point is this, leaving - 
mortgages out of the question, be- 
cause that is not what we are discuss- 
ing now, if we were limited to 
such things as municipal and other 
debentures, in accordance with the 
Trustee Act, that would eliminate 
everything that is in the Act at pre- 
sent and decrease the rate of inter- 
est, unless we were all prepared to 
follow Mr. Langmuir and put all our 
money practically into North West 
mortgages. 
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MR. LANGMUIR: What I think 
is this; pardon me for speaking of 
it—that if this Commission goes to 
the Government and makes a recom- 
mendation for some enlargement in 
the securities, I presume that the 
Government will immediately say, 
‘‘What securities are you permitted 
to invest in for trust estates? If you 
are going to enlarge the scope of in- 
vestments for insurance companies 
should you not also enlarge it in re- 
spect of trust estates as well?’ I 
want to find out some logical way of 
making an answer to that. 

MR. MACAULAY: From our 
standpoint, we have nothing to do 
with trust estates. 

MR. LANGMUIR: I am assuming 
that these are trust funds; I know 
you do not, but I am going to poll 
the gentlemen before me on _ that 
point, 

MR. MACAULAY: I would like 
to read on that point what the Arm- 
strong Commission says, and no per- 
son can charge that they are not per- 
fectly unbiassed. 


MR. SHEPLEY: They leaned a 
little the other way, did they not? 

MR. MACAULAY: TI should say 
they did; they leaned against the 
life companies very emphatically. 
This is what that Commission said: 
“Tt is difficult to draw any satis- 
factory line with reference to invest- 
ments in negotiable bonds. It would 
not be advisable to restrict the in- 
vestments of life insurance companies 
in the same manner as those of sav- 
ings banks. This Committee that 
was so strongly opposed to the life 
insurance companies, puts itself on 
record that it would not be advisable 
to restrict the investments of life 
insurance companies in the same man- 
ner as those of savings banks.’’ The 
securities available for investment 
under such limitations would not be 
large enough in amount to furnish 
a sufficient field for the profitable 
investment of the large accumula- 
tions of insurance corporations. It 
has been feared that such a restric- 
tion would prove to be too severe 
and might operate so far to increase 
the demand for the favoured securi- 
ties as to preclude a satisfactory rate 
of income. After much reflection up- 
on this subject the committee is of 
opinion that no satisfactory line can 
be drawn with reference to invest- 
ment in bonds, other than collateral 
trust bonds.’’ And that was for a 
special reason. ‘‘Without hampering 
the companies in the management 
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of that reasonable freedom of invest- 
ment necessary to secure the return 
upon which the calculations of their 
risks are based.’?’ Now, so far as 
bonds go, I think that ought really 
to settle the matter, .because when a 
Committee like that, with a pre- 
judice against insurance companies, 
refuses to put on any restrictions, 
I think we should go very slow. 

MR. SHEPLEY: Supposing you 
are dealing with a Commission that 
has no such prejudice? 

MR. KENT: Don’t you consider 
that we are going slow, Mr. Macau- 
lay? 

MR. MACAULAY: I ,believe you 
are, gentlemen, and I expect a Re- 
port that will be wise and reasonable 
and that will give Canada the best 
legislation on insurance matters of 
any country in the world. That is 
the kind of Report I am expecting 
from the Commission. I would like 
to emphasize, however, the difficulty 
that your Honours have to face in 
framing a law that will be reasonably 
safe and yet not unduly restrict the 
companies, has greatly increased in 
recent years. Fifteen or twenty 
years ago, when the rate of interest 
was steadily declining, and when con- 
sequently the value of bonds was 
steadily increasing, restrictions limit- 
ing the companies to bonds or some- 
thing of that kind, would not have 
had injurious effects. Now, however, 
that we have to face an entirely dif- 
ferent situation, when the rate of in- 
terest, after falling for generations, 
begins to rise and has been rising fer 
quite a while and shows every ten- 
dency to rise still, we have to face 
an entirely different situation. We 
have to recognize the fact that high 
grade bonds that under the old 
system, with a falling rate of inter- 
est, were the choicest of securities, 
have become now among the most 
dangerous, because they are bonds 
that are likely next year to be one 
per cent. lower, two per cent. lower 
the year after, and perhaps three or 
four the year after that, and so on. 
Any restriction, therefore, that would 
confine the companies to these de- 
creasing securities—securities that 
are decreasing in value and will cer- 
tainly decrease in value if the rate 
of interest continues to rise, as we 
think it will. it is one of the most 
certain things in the financial world 
that if the rate of interest continues 
to rise the value of bonds is bound 
to fall. 
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Macaulay, you are always certain to 
get the face of such a bond; it is so 
good that it will not go below par, 
and you will always get your inter- 
est. Now, where is the loss? You 
are buying for investment not for 
speculation: you are buying to hold 
for investment for future genera- 
tions. 

MR. MACAULAY: We might say 
that about British Consols. The com- 
panies, however, that invested in Bri- 
tish Consols, when they bought at 114 
and when they came down in value 
to 84—will our Superintendent of In- 
surance let us value them at-114? 

MR. LANGMUIR: There might be 
something done in that way. 

MR. MACAULAY: It would be a 
fictitious value, if he did. 

MR. LANGMUIR: As long as the 
face of a good bond is not impaired, 
if it represents one hundred cents 
ou the dollar, if you pay that for it, 
and it is a thoroughly good bond. 
and as long as the interest is paid, 
I do not see that you have any case, 
because you are not buying that bond 
to speculate with it, you do not want 
to sell it again, the only thing is 
writing it down under our system 
with the insurance companies. Now, 
that is a matter for consideration. 

MR. MACAULAY: The Insurance 
Department has always followed the 
practice of requiring the companies 
to write their bonds down. Further- 
more, if our Canadian Department 
changed from that, the American De- 
partment would not, and the result 
would be that if we invested in these 
high grade securities we would have 
to revalue our. securities in a few 
years and we would have to make 
slashing cuts in the profits to make 
good the losses caused by the de- 
preciation in the value of the invest- 
ments, caused by the narrow re- 
strictions put upon us by our law. 
And who would be responsible for 
those losses? The law; not the com- 
panies. I think I have said enough, 
and I thank you, gentlemen. 

MR. SHEPLEY:. Is there any- 
thing further that any gentleman 
wants to offer on the question of in- 
vestments P 

MR. LANGMUIR: I should like 
to hear one or two more on the sub- 
ject of investments. 

MR. MACDOUGALD: One or two 
references have been made to the 
British practice in the matter of in- 
vestment. It occurs to me that if 
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I could, without labouring the sub- 
ject. at all, make one or two terse re- 
marks, it might be convenient. I 
will refer, first of all, to the question 
of freedom of investment. They have 
practically absolute freedom, and in 
most of the companies they have lit- 
erally unlimited investment powers. 
There is nothing, for instance, that I 
can think of in the case of my own 
company that we have not the legal 
power to invest in. I am speaking, 
of course, of outside of Canada and 
outside the limitations of the Cana- 
dian Insurance Act. Now, as to the 
conception of the business as a trust, 
I think it is not wholly a trust, but 
a combination of a trust and a trad- 
ing concern. 

MR. MACAULAY: Hear, hear, 
that is right. 

MR. MACDOUGALD: The funds 
are rather a trust than the basis of a 
trading concern, but in harmony with 
that conception the principle that 
seems to guide them is that it is not 
a trust in the sense that it should 
be subject to limitations of invest- 
ment such as trust funds are subject 
to, 

MR. MACAULAY: Hear, hear. 


MR. MACDOUGALD: But that 
they may go, or rather as a matter 
of practice they do go just a little 
beyond that in ‘the matter of in- 
vestments so far as the rate of ‘n- 
terest produced indicates. Then, in 
regard to the average rate of interest, 
which has been mentioned. It is the 
practice of the British companies in 
making their returns, almost invari- 
ably—there may be one or two ‘ndi- 
vidual exceptions, but I think not— 
it is the practice for them to return 
the rate of interest net. When I say 
net I mean more especially net of 
income tax, which is a very great 
impost now. That income tax for 
some time has represented on the 
average say 2/6d or one-eighth per 
cent. Allowing for that and bringing 
this net rate up to a gross rate, we 
should get from 38.67—I think the 
figure was—up to say 3.80 per cent., 
by comparing the two rates of the 
different countries with a common 
denominator. Then, some compan- 
ies, before putting down their rate of 
interest, write off losses from the in- 
terest. That is not infrequently 
done. I do not say huge losses, such 
as referred to in the case of the Star 
£200,000 sterling, but I mean just 
comparatively small losses. They are 
not written off in the books in that 
way, but I mean that in calculating 
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the average rate of interest those 
losses are first deducted from the in- 
terest yield as shown in the revenue 
return. That, of course, has a ten- 
dency to slightly depress the rate 
and means that the average, 3.80, is 
possibly a trifle high. Then I think 
it is only fair that I should make a 
remark in regard to these huge losses 
that have been mentioned. If I. take 
the case referred to last night, of 
the Star, I believe I am _ literally 
correct when I say that it was done 
in harmony with the usual practice 
in such cases, The money is not 
written off as a loss until the loss is 
realized; when the actuarial valua- 
tion was made and a surplus was de- 
termined as a result of that valua- 
tion, then a certain amount of funds 
were detached by a bookkeeping en- 
try from that surplus—in this case 
we will say £200,000 sterling, a mil- 
ion dollars—and that is put down as 
an investment fluctuation fund and 
appears in the accounts in the bal- 
ance sheet as a liability to that ex- 
tent. Now, when those securities 
have risen in value— 

MR. MACAULAY: If. 

MR. MACDOUGALD: If and when 
those securities rise in value, that 
fluctuation fund is no longer required 
for that particular purpose. I have 
in mind at the moment, a case of a 
British company with a fluctuation 
fund which originated exactly in that 
way, returning that investment fiuc- 
tuation fund to the common pool. But 
I do not say that that fluctuation 
fund is not necessary. It is consider- 
ed necessary. It is dealt with gen- 
erally quinquennially, on the occasion 
of the actuarial valuation. It is ther 
determined whether it shall be kept 
intact, whether it is not larger than 
the necessities of the case require, or 
whether it should be augmented be- 
cause of further nominal losses in the 
convertible securities. In other words, 
it sounds of course very large to say 
that the Star or some other company 
wrote off one million dollars as a bad 
debt. As a matter of fact it did not 
write it off, but it provided for not 
distributing that one million dollars 
as profit until the event were deter- 
mined. 

MR. LANGMUIR: I am very glad 
to have that information, Mr. Mac- 
Dougald, because I was a little aston- 
ished at the average, and I can see 
now that it might be seriously affect- 
ed. by what you have said. 

MR. JUNKIN: Your Honours. I 
will be brief. There are just a few 
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points I would like to deal with. One 
is regarding. the matter of mort- 
gages, that has been referred to occa- 
sionally. A company might have a 
very large per cent. of its assets in 
mortgages—for instance, in the West 
—and show apparently a high rate of 
interest, and yet the net rate of in- 
terest might be considerably less than 
what appears, as the expense in con- 
nection with mortgages is, of course, 
very much greater than in connec- 
tion with other investments. There 
is also this to be observed about mort- 
gages, that if you do havea loss, there 
is no compensating gain can be made 
no matter how good the property is 
that you have a mortgage on; your 
mortgage is never worth any more 
than 100 cents on the dollar. Your 
other securities, bonds and stocks, if 
one happens to go down, if British 
Consols happen to go down now, some 
stock is going up and one balances 
the other ; whereas in mortgages there 
is no way of getting a balance and 
whatever your losses are they are 
absolute losses and there again, your 
rate of interest is reduced, because 
in showing the rate of interest you 
cannot very well, if you have a loss 
of $20,000 on a number of mort- 
gages, deduct that from your interest 
rate, but yet your earning power is 
that much less. You might, appar- 
ently, have a 7 per cent. rate and 
you really may not have more 
than 43, 

With regard to confining the com- 
panies to the same class of securities 
as are permitted by the Trust Act, 
there is this effect, which is a very 
serious consideration. That is prac- 
tically the position which many of us 
were in before the last amendment 
to the Insurance Act. The result 
was that the trustees of various 
kinds, for private funds, and the 
trust companies and the life insur- 
ance companies, were all forced into 
the same channel, they were all seek- 
ing the same kind of investments, and 
the price of those securities naturally 
went very high. In our own experi- 
ence. I remember once we required 
$25,000 of the city of Toronto bonds 
for the purpose of deposit, and there 
was a new issue coming out and we 
tendered for them. We were advised 
by our brokers and by others that if 
we wanted to be sure of securing 
$25.000 it was not wise to tender at 
a better rate than 34 per cent. We 
tendered and secured them. There 
were some sold of the same issue at 
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that time by tender on a basis of 
3¢. That was largely due to the 
fact that the life insurance compan- 
ies at that time were all competing 
for that class of security, along with 
the trust companies and other trust 
funds. If we were confined to that 
class of security, in a very short time 
the conditions would be the same. 
Not only would the rate of interest 
on municipal debentures rapidly. go 
down, but on mortgages as well. 
Then, with regard to the ideal in- 
vestments, I think that it is well for 
a company to have its assets well 
distributed among various classes of 
securities, because the condition, as 
already pointed out, that will reduce 
the value of one security very often 
will enhance the value of some other, 
and thus you keep a balance in your 
account; whereas if your funds are 
all invested in bonds, at the present 
time, a company would certainly be 
in a very serious position. And the 
same conditions may arise again. 

MR. SHEPLEY: If none of the 
other gentlemen desire to _ speak, 
there are a good many subjects to 
discuss and the deputation desires, of 
course, to return home tonight. I 
think last night some members of the 
Association spoke very briefly on the 
next topic, which is with regard to 
rebating. Perhaps it would be suf- 
ficient to say, in addition to the gen- 
eral expression of opinion last night, 
that in the case of each specific com- 
pany we have made inquiries from 
the Managers as the work of investi- 
gation has proceeded and _ probably 
we have a very fair expression of the 
general view. The next clause is in 
regard to the gain and loss exhibit. 
We have Mr. MacDougald here, and 
he, perhaps, will give us something 
with regard to the last part of that 
clause. I do not quite know what 
the objection would be to a gain and 
loss exhibit, the functions of which 
have been pretty well demonstrated 
during this inquiry—what the object 
tion would be from the standpoint of 
any company to a gain and loss ex- 
hibit yearly. so far as this country 
is concerned. What do you: think 
about that, Mr. MacDougald? Do 
vou care to express a view? 

MR. MACDOUGALD: It opens 
quite a large subject, and as I am 
not accustomed to the honour of 
addressing Royal Commissions, I do 
not feel quite adequate to the occa- 
sion. If you will put up with a few 
halting periods, I will do my best. 
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waits} 
I might first say that I have been 
in this country some eight years, and 
I have endeavoured to make myself 
thoroughly acquainted with the con- 
ditions of Canadian insurance. My 
previous experience has laid entirely 
in the city of London, and I have, 
therefore, had the opportunity of 
gaining a very close acquaintance 
with. the practice and methods of 
British companies and with the views 
which pass current with the British 
Institute of Actuaries. To come to 
the point at once—possibly I may 
elaborate it as best I can a little 
later—the gain and loss exhibit in- 
volves an annual actuarial valuation; 
and not merely so, it also involves a 
declaration of the result of that 
valuation, and in so far as the result 
of that valuation touches the ques- 
tion of gains or losses from mortal- 
ity, it becomes, I was going to say, 
objectionable; perhaps it is not too 
strong a word, it becomes objection- 
able in consideration of the fact that 
the short period of one year, even 
in a moderately sized company, is not 
regarded amongst the British actu- 
aries as a sufficiently long period 
within which mortality may have 
play. Now, if this gain and loss 
exhibit, did not take account of the 
whole of those nominal profits, shall 
I say, from mortality—possibly that 
point might be met to some extent— 
but I am not prepared to say that 
that would effectually remove the ob- 
jection, I very much doubt if it would, 
it is a point I have never heard 
discussed. I have never heard two 
opinions on the subject; it is consid- 
ered by the British companies, who, 
I may say, are managed mostly by 
trained actuaries, that the shortest 
period during which mortality should 
be brought into play is, say, five 
years, and that fact, I think, ex- 
plains the reason why, in the major- 
ity of cases, a five-year period is the 
term adopted by the British com- 
panies for the making of actuarial 
valuations and the distribution of 
divisible profits. Now, without that 
element this gain and loss exhibit 
falls to the ground. That is to say. 
it is not a balance sheet in any sense 
of the word. You cannot make the 
two sides equal; you cannot deter- 
mine what the difference is. The 
objection is technical in its origin, 
but it is very practical in its results. 
There are, of course, other very im- 
portant features in the gain and loss 
exhibit, and some of them, the most 
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important features from the view 
point of the British actuaries, are 
provided for in the Board of Trade 
returns. The form of returns to the 
Imperial Government was the result 
of the passing of the Act of 1870, 
and the British Institute of Actuar- 
ies and the Faculty of Actuaries were 
largely, one may almost say mainly, 
factors in the framing of the Act and 
in the passing of the Act itself. If 
I take one of the first points that one 
naturally looks to in a gain and loss 
exhibit, I refer to the point which 
is regarded in the British insurance 
world as being the vital point; that 
is to say, expenses. I make no 
apology for saying that the question 
of the ratio of expenses—I do not say 
how it is to be arrived at—is the 
crucial question over there in the 
matter of life insurance. It is con- 
sidered that if the expenses are kept 
within proper bounds, then the neces- 
sity for seeking high interest yield- 
ing securities does not exist to such 
an extent. You may make profits 
without risking in any sense of the 
word or in any degree, your capitat!. 
There is no necessity to rush business 
and in any degree impair the class 
of risk which is taken. You have a 
better opportunity of building up re- 
serves, the possession of which enables 
you to go to a valuation rate of in- 
terest which is sufficiently low as 
compared with the actual interest 
yielded, to provide handsome profits. 
You may invest in securities which 
will yield you net all round 5 per 
cent., and if you value at 24 you 
have a profit of 24 per cent. on your 
interest. You may, in another coun- 
try, get securities which will yield 
you 6 per cent., but if you value at 
41 your interest profit is 14 per cent. 
That is to say, a company earning 
5 per cent. on its funds is obtaining 
a much larger interest profit for its 
policy holders than another company 
which is getting 6 per cent. on its 
funds. These factors have to be taken 
into account and the one set against 
the other in determining the real 
condition of the company. Now the 
British companies, I won’t say have 
to, but they do say in their returns 
to the Imperial Government how 
much of their premiums is represent- 
ed by loading; the percentage of the 
premium and how much of that load- 
ing is expended in the management 
of the business. Now, if you look 
at those returns you will find that 
possibly, well, I think certainly, over 
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90 per cent. of the companies report- 
ing to the Imperial Government show 
that they conduct their business with- 
in the expense loading. Both old and 
new companies, Some companies in 
answering that question—the question 
how much of the premiums is re- 
served—simply say ‘‘the whole of it,’ 
but they do not say what the per- 
centage is. The percentage of expen- 
ses is mentioned, but in those com- 
panies you cannot compare, you can- 
not say whether they are spending 
more or whether they are not; you 
do not reach a result; you can look 
at some other figures and frame your 
opinion, you can make an approxi- 
mation. That is regarded as some- 
what of a defect, but in nine cases 
out of ten the British companies, in 
making their returns, voluntarily 
state those percentages in both in- 
stances. That is not required in the 
Board of Trade returns; it is volun- 
tarily stated by companies, and I 
shall be pleased to send press copies 
giving information in regard to all 
British companies. 

MR. SHEPLEY: We have the 
Board of Trade returns. 


_ MR. MACDOUGALD: If it is not 
in the Board of Trade returns then 
such information is given in the re 
turns as will enable you to get at the 
point. 

MR. MACAULAY: Before Mr. 
Macdougald passes from that point, 
I would like to make a remark on 
it, What the British Board of Trade 
Returns call for—if Mr. Macdougald 
will permit me,—is, what propor- 
tion of the loading on profit business 
Is reserved; in other words are the 
companies valuing on a net premium 
basis or are they not; what propor- 
tion is reserved for future expenses 
and profits. A different thing from 
what Mr. Macdougald is stating, if 
I understood him correctly. 

MR. MACDOUGALD: I am afraid 
Mr. Macaulay has not understood me 
correctly ,and if he has not, I must 
be at fault. What he states is per- 
fectly correct, but as against that 
you have the actual percentage of - 
expenditure mentioned by the com- 
panies and you can still see the dif- 
ference. 

MR. SHEPLEY: That, you say, is 
however, a voluntary statement as 
far as the Returns are concerned. 

MR. MACDOUGALD: TI will not 
commit myself to a statement whether 
it is voluntary or compulsory, but I 
think I shall be right in saying that 
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the Returns which are compulsory are 
sufficiently explicit to enable, we will 
say an actuary, to determine those 
points, and as a matter of fact they 
are determined and printed freely all 
over the country. Now, of course, 
this voluntary limitation, shall I say, 
of the companies over there of ex- 
penses is a practice for which they 
have been very freely criticised in the 
States and sometimes in this country. 
It has the result of their not doing 
the volume.of business in the issue 
of new policies, which has been such 
a craze in the United States, and 
which we, as an insurance community, 
in my individual opinion, are affected 
with. It comes to this, that a body 
corporate can no more digest the vol- 
ume of new business with which it 
seeks to surfeit itself than the human 
body can put up with more food than 
it can digest. There are some other 
points which I have noted, but pro- 
bably I have said enough on this par- 
ticular section to show the reason 
why the British companies may have 
a very serious objection to a gain 
and loss exhibit in any form which 
includes—and no form can be devis- 
ed which does not include—the deter- 
mining annually of mortality results. 


MR. SHEPLEY::I would like to 


ask you a question about it if you do. 


not mind, Mr. Macdougald. Would 
that not equalize itself? You know, 
of course, what your mortality is ex- 
pected to be according to the table 
which you are employing. Then at 
the end of the year you also know 
what your actual mortality for that 
year has been. ,Then, if the mortal- 
ity next year, or in any year of the 
five you speak of, if the actual mor- 
tality fluctuates, you arrive at the 
end of the five years at the same re- 
sult by annual statements as you 
would have in one quinquennial state- 
ment, in respect of mortality, I 
mean? 

MR. MACDOUGALD: That is per- 
fectly true. 


MR, SHEPLEY: Would that not 
modify or remove your objection to 
the computation of mortality each 
year P 

IMR... MACDOUGALD: If I am to 
understand your question as a sug- 
gestion P 

MR. SHEPLEY: It is only a sug- 
gestion, of course. 

MR MACDOUGALD: That the 
gain and loss exhibit as applicable to, 
shall I say, outside companies, is to 
be a quinquennial rather than an 
annual requirement? 
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MR. SHEPLEY: I understood you 
to say that actuarial practice in 
Great Britain rather leans to the 
view that you could not have, except 
at the end of a quinquennial period, 
a fair result upon which you could 
compute your actual mortality as 
compared with tyour expected mor- 


tality. 

MR. MACDOUGALD: Yes. 

MR. SHEPLEY: Then, if you 
reach the same result by taking year- 
ly periods, at the end of five years, 
that you would have reached, if you 
had waited till the end of five years, 
would not that objection be modified 
a great deal? 

MR. MACDOUGALD: That would 
not remove the objection to the pub- 
lishing of results annually. 


MR. -SHEPLEY: ‘1 think T see 
what you mean. 
MR. MACDOUGALD: It would 


not remove the ebjection to the pub- 


‘ lication of annual results, and unless 


you have the publication of annual 
results you cannot have the gain and 
loss exhibit. 

MR. SHEPLEY: I realize that. 

MR. MACDOUGALD: But, as I 
say, the very subjects which are dealt 
with in the gain and loss exhibit, so 
far as I know the British mind, there 
would be no objection whatever to 
them.. 

MR. SHEPLEY: They might be 
included in the return without taking 
the form of a true gain and loss ex- 
hibit ? 

MR. MACDOUGALD: Yes, pro- 
vided the answers were confined to 
the business in this country. 

MR. SHEPLEY: You could keep 
that separate? 

MR. MACDOUGALD: We do. We 
could give you information in regard 
to all these other points, as arnli- 
cable to the business done in Canada. 
You could get nearly all you want 
put in another form. 


MR. SHEPLEY: I am very much , 
obliged to Mr. MacDougald. . 

MR. SANDERSON: In connection 
with this gain and loss exhibit, your 
Honours, and its bearing upon the 
Canadian companies. Canadian com- 
panies doing business in the United 
States have had to comply with this 
demand from some American depart- 
ments. It was extremely onerous at 
first; our accounts and books were not 
kept. in a shape to yield the results 
at first, but if we wanted to keep 
on doing business in those States we 
simply had to comply with the de- 
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mand. Then, when we went to HKng- 
land to do business we were required 
to report according to the British 
Board of Trade Returns. Our own 
method of accounting in Canada was 
not sufficient. We had to fall into 
line and supply an extremely elabor- 
ate system of returns on the British 
Board of Trade method. Therefore, 
I think the British companies would 
not be under any more onerous con- 
ditions in complying with the gain 
and loss exhibit, than we were in com- 
plying with theirs. It is a reci- 
procity. As regards the gain and 
loss exhibit that applies to Canadian 
business, I do not think it would be 
at all effective. It would not meet 
the situation. It would not be a 
gain and loss exhibit of the whole 
company, and if the British compan- 
ies were entirely left out of that gain 
and loss exhibit it would be unfair 
to the Canadian companies. We do 
not want to see the British companies 
removed from the field; we want to 
have them here; we think theirs is 
a healthy influence and we would like 
to see Mr. MacDougald passing 
muster on this gain and loss exhibit. 
I think the actuaries of the compan- 
ies are all agreed that the gain and 
loss exhibit is in every respect fair. 

MR. SHEPLEY: You mean the 
one we have used during this in- 
quiry P 


MR. SANDERSON: Almost nee 
gain and loss exhibit. 


MR. SHEPLEY: Cannot you actu- 
aries compile a form for us that 
would give the information and yet 
not be objectionable P 


MR. SANDERSON: I might say 
this, the large American companies 
doing business throughout the world 
are required to keep their expenses 
within the loading, and they ascer- 
tain the loading from their business 
throughout the world. A large vol- 
ume of that business is derived from 
foreign countries where they receive 
extremely high rates and there is 
thus drawn into the loading factor a 
much larger loading than if the busi- 
ness were Canadian or American; so 
that they get a large area of loading 
there that they would not get if that 
business were American or Canadian 
and they are thus able to make an 
unfair comparison with a company 
doing home business only. <A com- 
pany with the low premiums is put 
at a disadvantage with a company 
receiving high premiums. 
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MR. BRADSHAW: That objec- 
tion, Mr. Sanderson, also applies to 
Canadian companies doing business 
outside of Canada and in districts 
which are presumed to be unhealthy. 
You cannot take a company doing 
business in China and Japan, where 
the rate is one-third, perhaps, higher 
than the Canadian rate—the differ- 
ence between the Canadian rate and 
the China rate would be thrown inte 
loading in addition to the ordinary 
loading. 

MR. SHEPLEY: That is an argu- 
ment addressed to Mr. Sanderson, I 
think, 

MR. SANDERSON: No, I take 
exception to that. We have no for- 
eign business with excessive loadings. 


Ours are all home rates. I think it 
affects our friend Mr. Macaulay 
here. 

MR. MACAULAY: I am saying 
nothing. 


MR. SHEPLEY: If any other 
member of the Association desires to 
say anything on that point? If not, 
we will go to the next, as to the 
Government Statement forms. 

MR. BRADSHAW: We will sup- 
ply forms that we think would meet 
that. ; 

MR. MACDOUGALD: Tf I may 
pause here, in regard to that form, 
I would lke to point out that under 
the British Board of Trade form— 
and I make no apology for mention- 
ing the British form, because I see 
it is the text on which we are dis- 
coursing tonight, at the head of this 
memorandum—under that form re- 
turns as to the accounts are required 
to be strictly in harmony with the 
principles of double entry bookkeep- 
ing, shall I say scientific bookkeeping. 
They are not in the form vf cash, 
income and expenditure, but they 
are in the proper form of revenue 
account and balance sheet. I am not 
expressing the opinion of other mem- 
bers of the Association on this point, 
I am expressing only my _ personal 
opinion, but it does seem to me that 
in making an amendment of the Act 
we ought to recognize that accounts 
should be rendered according to scien- 
tific rules. We have got a sugges- 
tion there, for instance. that at least 
one of our auditors shall be a chart- 
ered accountant. One reason why the 
accounts should be in that form is 
that they are more easily kept, and 
particularly is that so when the ac- 
counts, are at all complicated. An- 
other reason is that there is less lia- 
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bility to error, bona fide error, I am 
speaking of, because they are inter- 
locking, self-checking, if the balance 
is not seen, if the accounts do not 
balance there is an error or a balance 
of errors. If you have the other form 
you are much more liable to bona 
fide error; you are also more open to 
errors of another character and it 
does seem to me that it is very late 
in the day for us to continue a form 
which was obsolete at least one hun- 
dred years ago. 

MR. SHEPLEY: Is the form 
which the Association has in view to 
furnish us, a form which will obviate 
the difficulties you are speaking 
about? If not will you let us have a 
form that you yourself would ap- 
prove of? 


MR. MACDOUGALD: I would ap- 
prove of practically the Board of 
Trade Returns, except that I would 
give information in more detail. It 
is the only form, in fact, that har- 
monizes with scientific bookkeeping. 
Any chartered accountant will recog- 
nize that at once. 

MR. SANDERSON: In that con- 
nection, Mr. Shepley, I think we 
ought to say that that question was 
fairly well discussed at a meeting 
in Toronto last week, the question of 
the cash system versus the revenue 
account system, and the conclusion 
was that the cash system has been re- 
quired in Canada for so many years 
and is the prevailing system in the 
United States and has got so thor- 
oughly engrained into our system in 
America that it would hbe\ difficult 
and, perhaps, imexpedidnt to make 
any change. I think that is the 
view of the Association generally, 
while we admit the merits of Mr. 
MacDougald’s contention. 

MR. SHEPLEY: You admit that 
the other is more scientific ? 

MR. SANDERSON: Yes. 

MR. MACDOUGALD: It is also a 
much more simple matter to make 
any adjustments that may be requir- 
ed from a revenue account to a cash 
account than the reverse operation. 

MR. SHEPLEY: The next para- 
graph in the memorial deals with the 
maintenance of the principle of net 
premium valuation. The general 
principle of the clause is, especially 
when taken in conjunction with the 
schedule you have annexed, quite 
clear. Is it desirable to have any 
further discussion with regard to that 
or will you leave it as it is for us to 
consider ? 
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’MR. MACAULAY: Your Honours, 
this was, perhaps, the most difficult 
question that the Association had to 
deal with. 

MR. SHEPLEY: It is the most 
technical question, perhaps. 

MR. MACAULAY: One of the most 
technical and one of the most diffi- 
cult to find a satisfactory solution 
for. It has taken up a great deal 
of time, bothon Thursday of last week 
and yesterday. We finally, I am 
pleased to say, agreed unanimously 
on a basis as set forth there, which 
all of us, without exception, recom-" 
mend as the best method of dealing 
with this question. The members of 
the Association are agreed that the 
depart from the principle of a net 
premium valuation and to adopt a 
gross premium valuation of any kind 
would be a mistake. At the same time 
we are also agreed that some allow- 
ance ought to be made which any 
young company, or any company at 
all that may be pushing for business, 
that wishes to do so, may take credit 
for, as part of the expense of secur- 
ing new _ business. It is the same 
question—which has been discussed at 
great length—the same _ principle 
which led the Armstrong Committee 
to recommend the select and ultimate 
deduction. In applying that  prin- 
ciple there were three courses open 
to us. We could adopt the select 
and ultimate principle as applied in 
New York. Mr. Dawson’s method. 
We could adopt the preliminary term 
system. Or we could adopt the sys- 
tem, which I myself recommend, of 
taking the O.M. select, in conjunc- 
tion with the O.M. 10. After full 
discussion we put all of those three 
aside and agreed upon a system which 
is a sort of modification and which 
commends itself to all of us. It is 
practically the modified preliminary 
term for the first year, but with this 
proviso, that ‘the full reserve shall 
be reached with the payment of the 
fifth year’s premium. We think that 
is justifiable because tables which have 
all been produced before the Commis- 
sion, show that at the end of five 
years the company ought, on any pol- 
icy, to have its full reserve and that. 
therefore, that is a proper time to 
allow for it to get up to the full re- 
‘serve. This plan of practically a 
modified preliminary term but with 
the proviso that it shall reach the 
maximum, the full reserve, with the 
payment of the fifth premium, com- 
mends itself to all of us. We, how- 
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ever, do not wish the phrase ‘‘pre- 
liminary term’’ to be used at all and, 
therefore, our suggestion is that it 
should just be that any company 
should be at liberty to make use of 
this deduction, using the expression 
in the Blue Book, the H.M. 384 basis 
with deduction for cost of securing 
new business in accordance with Sec- 
tion so-and-so of the Act, and then, 
in the full returns of the company 
the amount of that deduction shall 
be set forth in full. I think if the 
life officers have done nothing else, 
in this clause they have done some- 
thing in the way of solving this very 
knotty problem, and presenting it in 
a concise form to your Honours. 

MR. KENT: Can someone give us 
an illustration of that method? 

MR. MACAULAY: The schedule 
gives an illustration of every case. 

MR. ‘\SHEPLEY: There is a 
schedule which, I think, will be quite 
intelligible upon examination. What 
you are suggesting here is not tak- 
ing another table at all, but stick- 
ing to the H.M. table? 

MR. MACAULAY: What we are 
speaking about now, refers to that 
one point alone. We can take up 
the other question afterwards. We 
are speaking only of the initial allow- 
ance for expenses. 


MR. PAPPS: Might I be permit- 
ted to point out this feature in regard 
to this proposed method? In arriv- 
ing at the actual reserve held, there 
is a certain amount borrowed from 
that premium of the first year in or: 
der to meet the expenses, which are 
very much heavier, as your Honours 
know, in the first year; but that 
amount which is borrowed from the 
first premium is absolutely made good 
and added to the net premiums from 
the .second to the fifth year. The 
point I want principally to dwell 
upon is this; every company using 
this method would make the regular 
net premium valuation so that no 
special tables need be prepared for 
this. They would show that net prem- 
ium analysed in their accounts, 
among the liabilities, and a simple ad- 
dition to equal the amount of this 
deduction, would show that deduc- 
tion, so that the actual amount which 
they fell short in the net result would 
show in the accounts. Furthermore, 
this deduction being the same for 
every plan of assurance which it ap- 
plies, that is every plan. calling for 
a net premium equal to or greater 
than the whole life plan, these would 
be grouped by amounts according to 
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the calendar dates of issue of certain 
ages, and then it simply means one 
multiplication for every age and the 
addition of the result. No” special 
tables would be required than the 
table furnished in this schedule. 

MR. SHEPLEY: The result would 
be to show your reserve short by 
whatever that computation produces. 

MR. BRADSHAW: In gross. The 
net amount carried out in the exten- 
sion. 

MR. SHEPLEY: In other words 
you do it by a grouping system in- 
stead of taking it in each particular 
policy ? 

MR. PAPPS: It will show in the 
schedule, 

MR. SHEPLEY: It is not quite 
clear to me that the method you have 
taken of making your reserves good 
at the end of the five years will in- 
fallibly bring that about. You con- 
vert this difference between the term 
premium and the whole life premium 
into ian annuity running for four 
years. Now, will that infallibly bring 
that aboutP 

MR. BRADSHAW : Infallibly. 
This table shows it. There is an il- 
lustration here. 

MR. SHEPLEY: Then we need 
not waste time over that. Is there 
anything else to be said about this 
clause P 


MR. MACAULAY: Not about that 
aspect of the clause, but, perhaps this 
is the time to draw attention to the 
fact that there is a point which the 
Association did not have time to 
agree upon, although it was very 
fully discussed. The question, whether 
or not, any further allowance should 
be made to prevent a company actual- 
ly falling into insolvency; whether 
there should be a little margin al- 
lowed between the rate here and the 
actual insolvency rate, and if a com- 
pany took advantage of that, to what 
extent it should be penalized or sub- 
jected to some restriction. 

MR. SHEPLEY: Have you dealt 
with that in any of the memoranda 
you have been good enough to leave 
with us? 

MR. MACAULAY: No. We dis- 
cussed that but we were still discuss- 
ing it yesterday when the time came 
for us to stop. Do you mean me per- 
sonally? I did, but the Association 
has not dealt with it. 

MR. SHEPLEY: What you sent 
me from Montreal embodies your 
views and, of course, is not part of 
the Report. ; 

MR. MACAULAY: Yes. I might 
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draw your attention to the fact that 
there is a point somewhat like that 
in the Insurance Act under sub-gec- 
tion 10 (b) (ii), that gives the Com- 
missioner of Insurance the right to 
continue the license of a company for 
a period not exceeding three years, 
even if it happened to be technically 
insolvent under the Act. It is just 
a question whether that clause should 
be substituted by one something like 
this I have written out, but anything 
I say now must be understood to be 
absolutely my own views and not 

of the Association at all, because the 
Association did not have time to agree 
upon it. This is my suggestion “That 
sub-section 10 (b) (ii) of the Insurance 
Act be amended so as to provide that 
if any company be not solvent, if its 
reserves were calculated on the basis 
set forth in sub-section 10 (a) of the 
Act, taking into account also the 
allowance for initial expenses, pre- 
viously mentioned, but would be sol- 
vent if its reserves were calculated at 
a rate of interest one-half of one per 
cent. higher than the rate’ assumed 
in the Act, but in no case above 44 
per cent.; then the license of such 
company shall not be withdrawn but 
it shall be permitted to issue non- 
participating policies only until i 
shall have a surplus without the de- 
duction from the normal reserves due 
to such raising of the interest rate.” 

MR. SHEPLEY: Will you let me 
have that draft? 

MR. MACAULAY: I would like to 
ehange it a little and I do not know 
that it is wise to discuss it now be- 
cause we are not agreed upon it. 

MR. SHEPLEY: I would like to 
have that suggestion even if you are 
not agreed upon it. The next clause 
deals with estimates and illustrations 
of surplus. Is there any desire on 
the part of any member to elaborate 
that or shall we pass on? 

MR. BRADSHAW: I think the 
paragraph fully explains itself. 

MR. SHEPLEY: Then the next 
paragraph suggests an amendment 
and explains itself fully. It seems to 
me, if I may say so with respect, to 
be a very admirable provision. 

MR. MACDOUGALD: I might say. 
your Honours, that it is intended 
that those should be in addition and 
not in substitution. Perhaps the 
wording does not quite convey that. 

MR.-SHEPLEY: I will add ‘“‘in 
addition.”’ 

MR. RICHTER: I would say, your 
Honours, that some companies have 
only one auditor. The clause says 
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‘‘sioned by the auditors.’’ That would 
imply that there must be two. Vp 
would suggest that it be changed in 
that respect. 

MR. SHEPLEY: ‘Auditor or 
auditors.’ And if there was only 
one he should be a duly qualified 
member of an incorporated society of 
accountants, and if there are two, one 
of them should be. 

MR. RICHTER: Also it is not 
possible, or not very practical, at any 
rate for every company in every place 
to have such an auditor. We had 
such an auditor. For a number of 
years there were only two In the 
city. One died and the other was 
unable to take up the work and we 
have not been able to get a chartered 
accountant to take up that work. 


MR. SHEPLEY: I think there are 
any number of chartered account- 
ants not very far away who would 
be willing to undertake the business. 

MR. RICHTER: Probably in that 
case they might see fit to move to 
London, but our audit, on account 
of a large part of our business being 
industrial insurance, is a rather vol- 
uminous affair and we cannot very 
well bring an auditor all the way 
from Toronto to go into this detail 
which has to be practically done 
every week, the audit is practically 
continuous -throughout the year. 

MR. SHEPLEY: Probably with a 
reqitirement of this sort there may 
be an influx of chartered accountants 
into your city. 

MR. RICHTER: It is simply our 
inability to comply with that part of 
it in the meantime that makes me 
call attention to it. 

MR. SHEPLEY: The next sugges- 
tion is that there shall be a suitable 
provision in any amendment made 
simplifying the conditions under 
which two or more life insurance com- 
panies may amalgamate or under 
which one company may transfer ‘ts 
business to another. Is that sugges- 
tion made from a financial stand- 
point or from an insurance stand- 
point, or from both? 

MR. BRADSHAW: It is made 
with the idea that if an amalgama- 
tion is to be brought about, it shall 
be on prover lines. Prover to policy 
holders, shareholders and all concern- 
ed in the company. There is a re- 
auirement at present in the British - 
Insurance Act on that subject. 

MR. MACAULAY: In that connec- 
tion T might add that the idea should 
be not to make it hard, because we 
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feel, with all deference to the younger 
companies, that there are so many 
companies starting in Canada now, 
that, for the good of the business, 
the time is likely to come when some 
of these should be absorbed. 

MR. SHEPLEY: There will be 
centralization ? 


MR. MACAULAY: Yes, and there 
ought to be something to facilitate 
it. I do not know that the British 
Act facilitates it. We have not stud- 
ied out just how it should be done. 
We think it should be with the idea 
of facilitating it, but on proper 
lines. 

MR. SANDERSON: The require- 
ments in Australia may help in that 
regard. 


MR. BURKE: I wish to make 
_teference to a question just at this 
point. It is not on behalf of the 
Association, but purely in connection 
with my own ideas and my own com- 
pany; and that is, if it was possible 
in dealing with this subject to make 
it easy for a company to adjust its 
capital shares in any way without 
amending its charter, that it might 
be equally convenient and adaptable 
to a company that might require to 
adjust its capital stock at any time. 
That is purely a personal matter and 
not on the part of the Association. 


MR. MACDOUGALD: I would like 
to give very briefly an _ illustration 
of the awkwardness of the fusion un- 
der the Insurance Act of Canada as 
it stands today. A British company, 
the British Empire Mutual Life In- 
surance Company, some three or four 
years ago, transferred its business to 
another company called the Pelican 
Company, a British company doing 
no business in this country. The 
British Empire had been doing busi- 
ness in this country and had been 
called upon to put up a deposit with 
the Government of about five times 
as much as they needed to have done, 
as the Act required. I will say 
$250.000. When the fusion came 
about it took the form of the British 
Empire Mutual Life Insurance Com- 
pany being taken over and its assets 
and liabilities in trust by the Peli- 
can Company. When that was com- 
pleted the legal existence of the British 
Empire Mutual Company ceased. The 
new corporation, the Pelican, en- 
larged its name to the Pelican and 
British Empire Life Office. and 
sought to do business in this coun- 
try. It was not doing business here. 
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except that it came here before any 
life company did business on these 
shores and retired many years ago. 
lt had now to comply with the re- 
quirements of this Act. The Pelican 
Company had no policy holders on 
this side oi the Atlantic, but the 
Insurance Department said, ‘‘We do 
not care about the fact that you 
have put up $250,000 before as the 
British Empire Mutual Company; all 
we are concerned with is the fact 
that the Pelican Company wants to 
do business here and you have to 
put up—not $50,000, but $100,000, 


because in your constitution you have 


the power, although you ‘have never 
exercised it for one hundred years 
and have no intention of exercising 
it for another hundred years, of do- 
ing another class of insurance.’’ The 
company said, ‘‘We have to put up 
$100,000? What for?’ ‘For the 
protection of your policy holders.’’ 
“We have none.” ‘You are going 
to have some.’’ ‘‘But there is $250,- 
000 there already, and every cent to 
your own approval, equal to the lia- 
bilities of the British Empire Life 
Insurance Company. Can we not, 
simply, keep with you in approved 
securities as much as our liabilities 
are in the country, without putting 
up another, an _ initial deposit?’’ 
“No, the Act will not allow it.’’ It 
was no trouble, of course, for the 
company to comply with the Act, and 
it was at once done, but it is con- 
ceivable that those conditions may be 
a hardship to other companies in 
future days. 


MR. SHEPLEY: Then the next is 
a formal matter. ‘‘Two or more per- 
sons resident in Canada appointed by 
the company and approved by the 
Minister.’’ Inserting the word ‘“‘or 
in a trust company incorporated in 
Canada.’’ Then there is a sugges- 
tion which may recommend itself to 
our friends from the Provinces. Mr. 
Geary reminds me that when Mr. 
Bradshaw was being examined in 
connection with another matter, that 
that was pretty fully taken up and 
we understand the suggestion of 
course. Then the next is the last 
clause in the memorial. 


MR. BRADSHAW: Might I just 
say a word about that last para- 
craphP The Association endeavoured 
to secure incorporation and it found 
some difficulties in the way of doing 
so. It got Letters Patent but on 
account of some legal difficulties with 
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which I am not acquainted just now, 
it was not able to organize. It has 
been thought desirable to ask for in- 
corporation believing that it would 
be of very great value to the busi- 
ness of hfe insurance, and probably 
of some value to the Department of 
Insurance, at times when amend- 
ments are sought to the Insurance 
Act, when it might be felt desirable 
to have conferences with the Life 
Officers’ Association. It has also 
been thought it would be desirable 
at such a time as the Association 
might be anxious to seek relief from 
oppressive taxation by the Provinces, 
going as an incorporated body would 
add to the remarks that might be 
made and to the relief that would 
be sought. We had in mind an in- 
corporation somewhat similar to that 
of the Bankers’ Association. The 
Bankers’ Association is incorporated 
and referred to in the General Bank- 
ing Act of Canada. Our idea was to 
suggest to the Commission that the 
Association be incorporated and made 
part of the Insurance Act. It would, 
[ am sure, add very greatly to the 
influence of the Association in mak- 
ing for sounder and better life insur- 
ance conditions in the Dominion; it 
would be helpful to the policy hold- 
ers, helpful to the managers and 
helpful to the companies. 


MR. SHEPLEY: Would you find 
it possible to prepare such a clause 
as would outline the object at which 
you aim? You will understand what 
fer desire very much better than we 
will. 


MR. BRADSHAW: We will be 
very pleased to do that. 


MR. SHEPLEY: There are some 
subjects which have not been touched 
upon in this memorial, and although 
I recognize that the views we may 
elicit with respect to those subjects 
will not be representative views, it is 
desirable that we should have indi- 
vidual views from gentlemen of the 
experience of those who are giving 
us the pleasure of their assistance 
upon these subjects. I should like 
to have a couple of Jhours with them 
tonight, if your Honours can make 
it convenient. 


JUDGE MacTAVISH: Certainly. 
Then we will adjourn now until 8 
o’clock. 


(At 6.15 p.m. adjourned to 8 p.m.) 
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MR. SHEPLEY: I had intended 
to make the first subject of discussion 
a question which has been spoken of 
several times during the inquiry, the 
question of State insurance, but I 
desire that Mr. Hellmuth should be 
here, and I will occupy the time in 
the meantime with a discussion of 
another subject, if the members of 
the Association will assist us with it, 
and that subject is a subject whiche 
was perhaps vastly dealt with by the 
Armstrong Commission, the subject 
of the limitation of expenses, and in 
connection with that the limitation 
of the volume of new business which 
a company should do in any one year, 
though, as I said before, this won’t | 
be treated as being said in a repre- 
sentative capacity of the views of the 
members of the Association on that 
subject, and may I ask that the dis- 
cussion be as terse as possible, because 
we have several subjects to discuss, 
and our time is rather limited. 

MR. MACAULAY: I was not go- 
ing to say anything about this, but 
if I remember right the minimum re- 
striction upon the volume of new busi- 
ness imposed by the Armstrong com- 
mission is quite low, and we thought 
it did not affect us at all. We never 
dreamed that that would affect us. 
If you can pass on to another matter 
we can answer that in a few minutes. 

MR. SHEPLEY: As Mr. Hellmuth 
is here now,-I should like to hear the 
views of the members of the Associa- 
tion upon the subject of insurance by 
the State. I understand that there 
are perhaps a, good many members of 
the Association who have not thought 
much about the matter at all, perhaps 
not considered it in any definite 
form. 

JUDGE MacTAVISH: Those who 
have considered it I understand are 
in favor of it. 

MR. SHEPLEY: I understand per- 
haps some are in favor and some are 
not, and I think we should hear first 
those who are in favor of it. 


JUDGE MacTAVISH: They pro- 
bably will not take up so much time 
as the others. | 

MR. SHEPLEY: That depends up- 
on the relative numbers, and upon 
that I confess I have not accurate in- 
formation. I see Mr. Macaulay po‘nt- 
ing to Mr. Bradshaw. Will. Mr. 
Bradshaw tell us what views he has 
formed on the subject? 
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MR. BRADSHAW: MI am afraid 
my views are not in accord with the 
views of most of my colleagues, but 
I judge that they will give me credit 
for sincerity in holding the views I 
do upon that subject. I have en- 
deavored to consider this matter from 
a public standpoint strictly, and there- 
fore believe that State insurance is 
practical under certa‘n conditions. I 
believe that State insurance would 
have a most helpful effect in educat- 
ing public opinion as to the merits 
and the necessity of life insurance, 
and thus incidentally prove of very 
great benefit to the-life insurance 
companies in Canada. I believe that 
State insurance under a sound man- 
agement would be helpful in assisting 
the regular life officers in reducing 
their rate of expense, and also help- 
ful in assisting in solving some of the 
other vexatious problems which they 
are constantly brought in contact 
with. I do not think that such a 
department would be antagonistic to 
the interest of the regular life insur- 
ance companies, but would rather 
prove an adjunct to the propaganda 
of the popularizing of life insurance. 
I think it may be likened unto the 
Post Office Savings Department. The 
experience has been, I believe, that 
the Post Office savings department of 
Canada has rather helped the charter- 
ed banks, has assisted in povularizing 
the thrift and increased the sav: 
accounts in the chartered banks of 
Canada. So for these reasons, and 
for some others, I believe that State 
life insurance would not be an evil, 
but a great blessing to the public 
of this country, and I believe that the 
field is broad enough and is growing, 
and is able to sustain not only a life 
insurance department, but to sustain 
and to make even more prosperous 
the life insurance companies which 
are at present operating in this field. 
The only example of successful. State 
life insurange which we have is that 
in force in New Zealand. State life 
insurance as operated in Great Brit- 
ain is not a success, for the simple 
reason that it is not conducted in a 
business like way, nor on a commer- 
cial basis. If the Commissioners care 
to know something about the State 
life insurance department in New 
Zealand, I will be pleased to let you 
have some particulars of it, it being 
the only State life insurance denart- 
ment that I know of that has been 
successful, 


MR. SHEPLEY: Perhaps you 
have literature upon the subject more 
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recent than that to which we have 
had access. 

MR. BRADSHAW: 
last. report. 

JUDGE MacTAVISH: For 1905? 

MR. BRADSHAW: 1905. 

JUDGE MacTAVISH,: That is 
later than anything we have had so 
fa¥; 

MR. SHEPLEY: Bearing in mind 
what I have said about being terse, 
please tell us about it. 

MR. BRADSHAW: 
have to say can be 
minutes. 


MR. SHEPLEY: I should call that 
extremely terse. 

MR. BRADSHAW: The State Life 
Insurance Department of New Zea- 
land was established in 1869 as an 
independent insurance department. 
Its management is vested in an offi- 
cer, the Government Insurance Com- 
missioner, appointed by the Minister 
on the recommendation of the Min- 
istry of the day. I+ limits its insur- 
ance to $20,000 on any one life. In 
all litigation the Commissioner may 
sue and be sued. In respect to dis- 
putes between the Commissioner and 
other parties as to annuities or death 
claims, matters may be referred to 
arbitration. The department is sub- 
ject to the ordinary State audit. 
Revenue account and balance sheets 
are presented yearly to Parliament. 
Actuarial investigation is made every 
three years. All profits divided 
amongst participating policy holders. 
Practically in every respect the de- 
partment is conducted as a regular 
life insurance company on the purely 
mutual principle. All expenses and 
taxes are duly paid by the depart- 
ment. All classes of policies are 
granted. State guarantees on the 
face of policy. Investments do not 
materially differ from those of other 
life officers, composed chiefly of Gov- 
ernment and municipal debentures, 
loans to policy holders and real es- 
tate mortgages. The limit of a loan 
to any borrower is $50,000. A board 
consisting of colonial treasurers, 
solicitor general, surveyor general, 
commissioner of taxes, the public 
trustee and the insurance commis- 
sioner. controls and manages the in- 
vestments. The average rate of in- 
terest earned on investments is 
slightly over four and a half per 
cent. It has been slightly increas- 
ing during the past few years. The 
commissioner is the general manager 
of the institution. The official staff 
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is selected by him, and is very similar 
to: that of any other regular life 
office. The colony is divided into four 
districts, supervised by local man- 
agers. They have regular canvassing 
agents, and they arrange for a thor- 
ough canvass of their district. Local 
postmasters are employed as agents 
and they are paid a commission. 
Travelling agents are also employed. 
The work, therefore, is conducted in 
the same way as any of our regular 
life insurance offices in Canada are 
conducted. The form of policy grant- 
ed is very similar to that of other 
regular life offices, with profits for 
surrender values and so forth. The 
department has a special civil service 
department, in which practically all 
the civil servants are insured. At 
the close of 1905 it had 45,000 policies 
in force. Its new business that year 
was $3,580,000. Its total insurance 
in force was $53,000,000. Premium 
income $1,600,000. Its interest income 
$845,000, and its total assets ap- 
proaching $20,000,000. Its rate of 
expense is not as low as that of the 
Australian Mutual Provident, but is 
a moderate rate of expense. In 1905 
the rate of expense, including taxes, 
was 19.8; three decimal one per cent. 
represents the rate of taxation; so, 
excluding taxation, its rate of ex- 
pense will be 16.7, the rate of ex- 
pense on its total income—that ’ is, 
including interest—was .13 per cent. 
Its assets, 45 per cent. invested in 
mortgages, 17 per cent. in Govern- 
ment securities, 17 per cent. in loans 
on policies, nearly 4 per cent. on 
municipal securities, and other small 
assets small percentages. Its basis of 


veluation is the same as our own 
Government standard here, H.M. 
three and a half per cent. It has 


been suggested by Mr. George King 
and Mr. R. Price Hardie, probably 
two of the best actuaries in Great 
Britain, that the valuation rate 
should be reduced by one-quarter 
per cent. down to three and a quarter 
per cent. No table has been recom- 
mended. In fact the Government 
actuary points out that it would be 
advisable not to change the table on 
account of the small differences in 
value brought out by the new table, 
and the present table, the H.M. 


MR. SHEPLEY: The present table 
is what? ' 

MR. BRADSHAW: The H.M. 
three and a half. The surplus ac- 
count by the department in the last 
three years—they make a valuation 
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every three years, something like the 
British companies—the surplus earn- 
ed in those three years amounted to 
something over a million dollars, and. 
they were able as a result of that 
to pay to their policy holders # bonus 
at the rate of one per cent. per an- 
num on the sum assured. It is a 
compound reversionary bonus, and 
that gives to policies of recent date 
ten dollars per. thousand per annum 
as a bonus addition, and older poli- 
cies at the rate of about fourteen 
dollars per thousand. The premiums 
are somewhat less than the premiums 
of competing offices in that country. 
The bonuses, however, are not as 
good as the bonuses of companies like 
the Australian Mutual Provident, 
but I think if you make a comparison 
between the premiums paid and the 
bonuses, that there would not be a 
great deal of difference between the 
two offices, and it is what we would 
regard in this country as a fairly well 
conducted life insurance company. 
There are no better officers in the 
world than the New Zealand State 
Insurance Department, both in re- 
spect to bonuses and as to the rate 
of interest. 


MR SHEPLEY: There is one ques- 
tion I should like to have an answer 
to: Is there a restriction there in 
the insurance department upon the 
amount ef any one policy? 

MR. BRADSHAW: Yes, $20,000. 

MR. SHEPLEY: That is the limit? 

MR. BRADSHAW: Yes, That is 


' simply because the department is: of. 


a moderate size at the present time. 
That limit will no doubt be removed 
just as soon as the department gets 
into larger figures. 

MR. HELLMUTH: Have you as- 
certained at all how the proportion of 
insurance in the colony under the 
State system and under the company 
system compares with what it was five 
or six years agoP Have the State 
gained upon the insurance companies 
in the proportion of insurance that 
they carry? 

MR. BRADSHAW: I do not recall 
looking into that, but I am inclined 
to think that the State has been do- 
ing a gradually increasing business. I 
do not know about the proportion. 

MR. HELLMUTH: I saw some- 
where that the State had been grad- 
ually overhauling the companies in the 
amount of insurance written. 

MR. BRADSHAW: Yes. 

MR. HELUMUTH: Have you com- 
pared the expense of the Government 
or State insurance in New Zealand 
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with the expense of the companies 
doing business there ? 

MR. BRADSHAW: Yes. 

MR. HELLMUTH: With the Amer- 
ican companies for instance? 

MR. BRADSHAW: The expense 
rate is lower than the American com- 
panies but it is higher than the Aus- 
tralian Mutual Provident which also 
operates there. 


MR. HELLMUTH: Is that higher 
than the Australian Mutual Provident 
operating there—the total rate? 

MR. BRADSHAW: The total rate. 
You cannot compare the Australian 
Mutual, because the head offices are 
not situated there. You have to com- 
pare the total expenses and income of 
the two concerns. 

MR. HELUMUTH: Do you know 
whether they write endowment. poli- 
cles P 

MR. BRADSHAW: Yes. 

MR. HELLMUTH: They write 
every class of policy that a reputable 
life company would write here? 

MR. BRADSHAW: Yes, they are 
situated in the same way as a regular 
life insurance company. 

MR. HELUMUTH: Have you 
looked at all into the question of the 
State insurance in Belgium? 

MR. BRADSHAW: No, I have not. 
MR, HELLMUTH: Are you aware 
that there is a State insurance there? 
MR. BRADSHAW: No, I am not. 
MR. HELLMUTH: You have not 
considered it at all? 

MR. BRADSHAW: No. 

MR. MACAULAY: Might I make a 
remark about the question of expense? 
Of course I did not know that this 
was coming up. We had some tables 
at home but I did not bring them 
with me. I have an extract here from 
papers that I have. The average ex- 
pense of eleven companies doing busi- 
ness in New Zealand, divided in the 
usual way between new business and 
renewals was 107.1 per cent. of the 
new premiums, and 10.6 per cent. of 
the renewals. The corresponding ex- 
pense of the New Zealand department 
was 116.8 per cent. on new business 
and 11.7 on renewals. So that the 
New Zealand department is not con- 
ducted more economically than the 
other life companies with which it is 
competing. As Mr. Bradshaw says it 
is practically like an insurance com- 
pany only the Government guarantees 
it. 

MR. SHEPLEY: Your figures are 
taken from the Australian Mutual 
Provident? 

MR. MACAULAY: No, that is the 


average of all the eleven companies 
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doing business in New Zealand com- 
peting with the department, so it 
shows that not merely is it as high as 
this particular company, but it is 
higher than the average of all the 
companies with which it is competing. 
Although at the same time it is a first 
class institution. I am not in any 
way running it down. 

MR. SHEPLEY: There are two 
questions I want to ask Mr. Bradshaw. 
Have you any information with respect 
to the actual mortality with respect 
to the Government insurance there as 
compared with the table of expecta- 
tion upon which they are working? 

MR. BRADSHAW: Only the gen- 
eral statement of the actuary in the 
report that it is very much below the 
mortality as disclosed in the H, M. 
table. 

MR. SHEPLEY: Are you able to 
make any comparison between the 
mortality in respect of that State in- 
surance and the mortality experienced 
by regular companies that are doing 
business in New Zealand ? 


MR. BRADSHAW: No, but I would 
think there would be practically no 
difference. 


MR. SHEPLEY: That would de- 
pend entirely upon the care with which 
the selection was made? 


- MR. BRADSHAW: Yes. 
MR. SHEPLEY: You have told us 


what the limit of insurance there is. 
Is there any reason that occurs to you 
as a man of experience in insurance 
for making a difference in respect of 
the limit in this country and the limit 
in Australia? 

MR. BRADSHAW: No, it alto- 
gether depends upon the size of the 
company. I suppose when the State 
Department commenced their limit 
would be a thousand pounds, and as 
their business increased in volume 
that would be largely increased. 


MR. SHEPLEY: That is quite in 
accord with the practice of well con: 
ducted companies? 

MR. BRADSHAW: Yes. I intend- 
ed to add two or three statements to 
what I said, if I might be permitted. 
I said that I believed in State in- 
surance but on certain conditions.: 
First, that it be strictly independent 
of politics, and that appointments be 
made solely on the recommendation 
of the management. Secondly, that 
the affairs be managed by a thorough- 
ly competent life insurance man, one 
who has good business judgment and 
a sound actuarial training, and who 
would be granted such a measure of 
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freedom and liberty of judgment as 
is afforded the manager of any other 
important financial corporation. And 
the third, is that the business be con- 
ducted strictly in the interest of pol- 
icy holders and with the same scale 
of aggressiveness that would obtain 
in the conduct of a high class life in- 
surance company. 

MR. MACAULAY: Mr. Bradshaw’s 
last remark covered nearly all I had 
to say on this matter, because my 
position is simply this: I have no ob- 
jection in the world to the establish- 
ment of a State life insurance depart- 
ment if it is thought desirable. I 
quite agree with Mr. Bradshaw that 
if these different things that he speaks 
about, if such a department can be 
managed free from politics, if the 
management is given a free hand, if 
the investments are not put into Gov- 
ernment securities yielding very low 
rates of interest, but the same scale 
is exercised in selecting them as i» 
the case of a regular life insurance 
company, and if all the other things 
that go to make a successful life in- 
surance company are put into a Gov- 
ernment institution, I see no reason 
in the world why it should not be a 
first-class success. But even if it were 
a first-class success I do not think it 
would amount to anything better than 
another first-class company. That 
would be all that would result. 

MR. SHEPLEY: Do not forget 
the mutuality that is involved. 


MR. MACAULAY: That is all 
right. On the other hand, while I 
admit that such a thing is possible, 
and while I admit that in New Zea- 
land they have accomplished it, I do 
not think the chance of such a thine 
occurring in Canada is very great. I 
would rather expect that we would 
have another Intercolonial or some- 
thing of that kind. Then what I 
would expect to be the result of the 
establishment of such a department 
would be that instead of having things 
managed economically, we would have 
lots of Government estimates made, 
and instead of going out and _ pick- 
ing up mortgages and looking after a 
good rate of interest, the money would 
go chiefly into Government bonds with 
a low rate of interest, and a differ- 
ence of one per cent. in the earning 
power of an insurance company is as 
good as 160 per cent. saved on the 
first year’s premium. So that a State 
life insurance department has no ter- 
rors for me at all, and on the other 
‘hand I think it would be something 
to point to and say ‘‘See how much 
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better we can do for you than the 
Government insurance department.’’ 
And on the other hand, if it were con- 
ducted on different lines, without 
pushing for business like an insurance 
company, it would follow the English 
insurance department and be a fail- 
ure just as that department is. I 
have the figures here. In the depart- 
ment in 1900 they issued 677 policies 
for £35,000, an average of £52 apiece. 
In 1901 they issued 920 policies, for 
£44,000. That means $220,000 of new 
insurance written by the great British 
Government. I have not the more 
recent figures. 

MR. KENT: They do not give any 
rebates? 

MR. MACAULAY: No, and they 
charge higher premiums than the re- 
gular companies charge. 

MR. SHEPLEY: Were their poli- 
cies limited in amount? 

JUDGE MacTAVISH : 
very small amount. : 

MR. SHEPLEY: There are consti- 
tutional limitations? 

MR. MACAULAY: I do not know 
about that at all. The total amount 
they had insured in 1901, 12,546 poli- 
cies, for £748,000, three and a half 
million dollars. The great British 
Government has then an annual prem- 
ium income of $110,000, and its funds 
invested in consuls yielding £2 10s. 
5d. If our Government chose to es- 
tablish a State insurance department 
we have no objection in the world. 

JUDGE MacTAVISH: You are un- 
animous on that? 


MR. MACAULAY: Yes. 


MR. SANDERSON: We all think 
it possible that a State life insurance 
might succeed and might be a meas- 
ure of success, whether it would meet 
with the same measure of success as 
it has in New Zealand, I think, as 
Mr. Macaulay says, is extremely’ 
doubtful. Without agents and with- 
out members which a_ regular life 
company has, the department could 
not be a success. I do not know that 
it has been mentioned—I have not 
seen it mentioned any place yet— 
that there is within the eaves of this 
building a sort of State insurance de- 
partment. Thirteen years ago there 
was started by the Dominion Govern- 
ment a form of life insurance for the 
civil servants. What has been the re- 
sult? I have the official record. 
There has actually been received into 
that class 176 people in thirteen years. 
Eleven of them are not in it now. 
There are only 165 left after thirteen 
years of State life insurance. That 


Yes, to a 


. INSURANCE. 3197 


SESSIONAL PAPER No. 66 


99th day, November 138, 1906. 


is the result of the insurance depart- 
ment run without agents and without 
regular business methods. That is on 
a par with the British scheme. 1 
should like to point out also that in 
New Zealand that department does 
not only the ordinary with profit pol- 
icy, but a very large volume of invest- 
ment policies. I think more than 
fifty per cent. of it is endowment in- 
surance, and I think included in their 
business is a feature of tontine in- 
surance. 

MR. HELLMUTH: Do you know 
what the result is of the insurance 
that you speak of—what rates the 
civil servants pay? 

MR. SANDERSON: I have them 
right here. 

MR. HELLMUTH: What are they 
supposed to do? 

MR. SANDERSON: They are bas- 
ed on H.M. six per cent. rate of in- 
terest, and ordinary life insurance 
agents are working in this building 
and sell their policies at rates mater 
ially higher to civil servants in this 
building. 

MR. HELLMUTH: I want to know 
what are the results. Have they 
paid any policies? 

MR. SANDERSON: Of these 
eleven persons who are not now mem- 
bers, seven have died, one forfeited 
his policy, one surrendered, one dis- 
continued and one lapsed. 

MR. HELLMUTH: How many 

ere paid? 

JUDGE MacTAVISH: Three were 


paid. 

MR. SANDERSON: The remain- 
ing 165 are still in force. 

MR. HELLMUTH: What did they 
get out of it? i 

MR. SANDERSON: 
know. 

MR. HELLMUTH: Did they get 
out of it as much as they would if 
they had had policies in other com- 
panies P 

MR. SANDERSON: They are non- 
profit policies. 

MR. HELLMUTH: Do you advo- 
cate non-profit policies if the State 
takes up insurance? 

MR. SANDERSON: The New Zea- 
land . | 
MR. HELLMUTH: But do you 
advocate the State doing a profit as- 
suring policy or a non-profit assuring 
policy? ‘ 

MR. SANDERSON: I would give 
them the choice. 

MR. HELLMUTH: You would 
have them doing both? 
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MR. SANDERSON: Yes. 


MR. PAPPS: I should like to say 
one or two words in regard to this 
matter. I was prepared to give some 
information in Toronto. I am sorry 
I am not able to have the particu- 
lars here, but the opening remarks of 
Mr. Bradshaw make it necessary 
that life agents present should say 
whether they agree with his remarks. 
Mr. Junkin was not in the room when 
the remarks were made, and I may 
say that we have not the slightest 
objection to any State insurance 
scheme being started as far as we are 
concerned. I should just like to say 
this; that I, personally, would not 
like to recommend the starting of 
such a scheme. I would consider that 
if such a scheme was a failure I 
should not like to assume the respon- 
sibility for the suggestion, and I 
would not like the Canadian Govern- 
ment to start the scheme unless it 
was intended to carry it through to 
a successful issue. Mr. Hellmuth ask- 
ed one question. JI am sorry I can- 
not answer it exactly, but I do re- 
member this: I took the trouble to 
look into the relative persistency of 
the business issued by the New Zea- 
land State Department and _ the 
business of the other company, the 
Australian Mutual Provident, and 
although the Australian Mutual 
Provident started business several 
years before the New Zealand De- 
partment, at the date at which I 
have the last returns, I think 1903, 
the percentage of business still in 
force in the Australian Mutual Provi- 
dent was still quite considerably 
more than the same percentage of 
business issued by the department, 
showing a greater persistency in’ the 
company, although one would im- 
agine that with the Government’s 
guarantee, and so on, that there 
would be a greater persistency in the 
State insurance scheme. I must say 
that I was surprised to observe these 
results. Another thing I might men- 
tion is this. I think Mr. Bradshaw 
mentioned that the bonus recently 
declared was $10 a thousand. I think 
Mr. Bradshaw will state that that 
was in addition to the sum insured. 
A bonus addition is well known to 
life insurance men, but it may not 
be clear to everyone in that respect. 

MR. McDOUGALL: I have no par- 
ticular views to express. I listened 
very carefully to Mr. Bradshaw’s re- 
marks, and I have no _ hesitation 
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whatever in expressing my opinion 
that if a company were started by 
the Government precisely on _ those 
lines, it would be a first class thing 
for insurance in this country. If a 
State department were started here 
and carried on as in the old country, 
I think it would be perfectly harm- 
less. 

MR. SHEPLEY: I assume we will 
not discuss that subject any further 
at the present time. Of course your 
Honours will understand that we are 
doing this so as to get this informa- 
tion while the gentlemen are present, 
and the subject itself will have to 
receive more consideration. 

JUDGE MacTAVISH: Oh yes, 
later on. 

MR. SHEPLEY: Have you pre- 
pared yourselves upon the subject 
that I mentioned first? 

MR. MACAULAY: While this mat- 
ter was not discussed at the Man- 
agers’ Association at all, I might just 
point out that the provisions of the 
Armstrong law are that no restriction 
at all shall be placed upon the 
amount of business which shall be 
written by a company whose insur- 
ance in force is under fifty millions. 
That means that no_ restrictions 
would apply to the great bulk of Can- 
adian companies. 

MR. SHEPLEY: Discuss it with 


regard to our own conditions. 


MR. MACAULAY: The provisions 
of the Armstrong law that where the 
business written is between fifty mil- 
lon and a hundred million there is 
a restriction limiting it to thirty per 
cent. of the amount in force. But 
these figures are away ahead of what 
any Canadian company is doing in 
proportion to its business, so that the 
restriction in the Armstrong law, if 
they are applied here, would not 
touch any company at all, and would 
be perfectly harmless, but we see no 
reason for burdening the Statute 
Book with things when the most you 
can say for them is that they do not 
apply and do not do any harm. 

MR. SHEPLEY: I ask for ag dis- 
cussion having regard to our own 
conditions. What do the members of 
the Association think of attempting 
to limit the ratio of expense, or 
attempting to limit the expense, and 
as incident to that. limiting the vol- 
ume of new business to be written, 
in which volume you incur all this 
tremendous expense, which is crip- 
pling the company soP 

MR. MACAULAY: What I have 
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been saying is solely about the limita- 
tion of the volume of new business, 
and the point I would lke to make is 
that the Canadian companies have 
kept well within the basis the Arm- 
strong commission thought reasonable. 
If you wish to discuss the limitation 
of expenses, I can talk for quite a 
while on that. 

MR. SHEPLEY: Don’t talk too 
long, because there are other subjects. 
Give it is briefly as you can. 

MR. MACAULAY: That is a mat- 
ter we have discussed as an Associa- 
tion, to a certain extent, and we are 
all unanimous in believing that such 
a limitation would be worse than the 
disease. We are unanimous on that 
point. We agree in deploring the fact 
that insurance costs so much, but 
when it comes to proposing a limita- 
tion of expense by the Government, 
we see so many evils resulting from 
that that we think the remedy is 
worse than the disease. Personally I 
have given a great deal of considera- 
tion to it, and I can see nothing in 
the way of a remedy that would not 
be very objectionable. If you wish to 
discuss the actual merits of the Arm- 
strong scheme I can do so, but I do 
not wish to do so unless you desire it. 

JUDGE MacTAVISH: We under- 
stand the opinion of the Association 
is unanimous that there should be no | 
limitation on the expense of insur- 
ance P 

MR. MACAULAY: We are all 
agreed that we can think of no basis 
of limitation which would not be a 
great evil in itself. I am perfectly 
prepared to explain. For instance the 
Armstrong limitation of expense is, 
first of all, glaringly unfair as_ be- 
tween companies. I have it all ar- 
ranged here 

MR. SHEPLEY: You say having 
regard to conditions here the Arm- 
strong legislation would not touch 
your companies at all? 

MR. MACAULAY: No. 

MR. SHEPLEY: I do not think we 
need discuss it in that way. What I 
was rather concerned in doing was 
discussing a similar question with re- 
gard to our conditions here. 

MR. MACAULAY: You have mis- 
understood me. What I have said is 
that the limitations of the volume of 
new business would not touch us in 
Canada, but the limitation of the 
question of expense would touch us 
very seriously, and I have given con- 
sideration to that. The only plan of 
limiting expenses that has ever been 


suggested, as to how that would affect 


us 
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MR. SHEPLEY: I should have 
thought that you gentlemen, having 
regard to the importance of the ques- 
tion, would try to find a remedy for 
this. 

MR. MACAULAY: I believe things 
are righting themselves, and in any 
case I think things are not as bad 
as some persons or papers have made 
believe. ‘Things are not worse in Can- 
ada than in Great Britain, or not to 
any appreciable extent. 

MR. SHEPLEY: You have given 
us a computation, or a table, in con- 
nection with the question of initial 
expense and the method of overcoming 
that, or dealing with that on the 
question of reserve. Does the plan 
you have outlined to us lend itself to 
the limitation of expense? Does it 
accommodate itself to a limitation of 
expenses ? 

MR, MACAULAY: Not on any fair 
basis, and we are unanimous in be- 
lieving that greater evils would follow 
any kind of such restrictive legisla- 
tion that can be suggested than the 
evils which at present exist. 


MR. SHEPLEY: Then to get it in 
a nutshell, assuming the Commission 
would desire to recommend legislation 
which would limit you in your expense, 
would your outlined plan here have 
to be reconsidered ? 


MR. MACAULAY: No. 


MR. SHEPLEY: Or would it ac- 
commodate itself to legislation of that 
sort? 


MR. MACAULAY: It could, but 
if there is any serious thought, the 
question is important enough for us 
to discuss it fully, and anything that 
TI would say now, I could discuss it 
from that standpoint, because this 
suggestion which we made would fit 
in just as well. as the New York sug- 
gestion for example, but at the same 
time I think if your Honours just 
knew what there is to be said on this 
question of limiting expense you would 
never think of such a ‘thing. I have 
everything in a concise form, and I 
would be as rapid as possible if you 
wish me to, To my mind the argu- 
ments against it are overwhelming, 
and it is just a question whether you 
wish to give me fifteen or twenty min- 
utes to state the facts. 

MR. SHEPLEY: I ama little afraid 
we can hardly afford the time for that 
in view of the other matters. I know 
that you are very zealous in all these 
matters, but you might address me a 
communication on the subject. 

MR. MACAULAY: You have a 
memo, already on that 
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MRY SHEPLEY +) Thon it wallowen 
ceive the fullest consideration. 


MR. MACAULAY: And I will have 
duplicate copies made for the Com- 
mission, 


MR. McDOUGALD: May TI say, 
your Honours—and I speak solely for 
myself—that the Commission has no 
more important matter before them, 
nor can they have a more important 
matter to deal with, than this ques- 
tion of expense. The question of the 
hmitation of expenses far transcends 
in importance the question of rebate, 
and indeed any other question that 
this Roval Commission could consider. 
I feel that I should be recreant to my 
trust if I allowed the occasion to pass 
without specifically pointing to that 
specific feature of Canadian insurance 
business and of not alone Canadian 
business, but every other foreign com- 
pany of every class operating in Can- 
ada. It is impossible to conduct busi- 
ness in this country at the same rate 
of expenses as it is conducted in Eng- 
land. Moreover to some extent it is 
not necessary, because there is an off- 
set in other directions, and particu- 
larly in the improved rate of interest 
as compared with the two countries. 
The question of the limitation of ex- 
penses is certainly extremely difficult, 
and to present a cut and dried remedy 
is practically impossible. I am not in 
accord with Mr. Macaulay when he 
says the remedy will be worse than 
the disease, but at the same time the 
remedy is extremely difficult to sug- 
gest. The only remedy that occurred 
to me, or rather what in time might 
prove to be a remedy, is in the direc- 
tion of publicity, and a gain and loss 
exhibit, or a portion of it at least, 
would be a help, inasmuch as it would 
show’ what the expense was in relation 
to the loadings, and a_ limitation 
might be put upon expenses, as is vol- 
untarily and practically done by all 
the leading British companies. by nine 
ont of ten of them, that would be well 


within the mark. The publication of 


the figures affects a great deal, but 
the remedv I think might partially 
be obtained by limiting the total ex- 
penses at least within the total load- 
ing provision for expenses, You have 
under that deduction arrangement 
from the reserve some easement for 
the companies. You have actually 
provided for these expenses, taking 
them, allowing the deduction from the 
reserve, and there is no necessity for 
shutting our eyes to the fact and there 
is no getting away from it. There 
are the facts, and I do not want to 
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speak of anything but the facts. Then 
with regard to the expenses as appor- 
tioned between new and old, I think 
the actual facts should appear in print 
somewhere in the blue book or in the 
return so that the public can see ex- 
actly what they are, and the companies 
to my mind ought to benefit and will 
benefit by their publication. If every 
company doing business in the country 
were obliged to do that, there would 
be no discrimination as between the 
companies; that is to say no one com- 
pany would suffer more than another. 
Then the fact of the expenses being 
divided between new and old would 
certainly tend towards the reduction 
of expense in the matter of obtaining 
business. That valuation basis and 
the deduction for reserve, it seems to 
me, would be quite in harmony with 
those views. 


MR. MACAULAY: Just to put my- 
self right, when I said we were unani- 
mous, this question certainly came up 
before the Association. I do not know 
whether Mr. McDougald was there or 
not. He could not have been there, 
but at any rate every person agreed 
that there was no objection to it; so 
that I want to put myself right on 
that point. If the gain and loss ex- 
hibit is such a good thing as Mr. Mc- 
Dougald appears to think, I think it 
is desirable that the British companies 
should comply with that requirement. 
In regard to the claim that the ex- 
penses should keep within the loading, 
T cannot do better than quote what you 
already have, Mr. King’s statement. 
He is very strongly opposed to such a 
restriction, and he deals with it at 
great length, and he points out that 
the New Zealand Government spends 
more than its loading, and that is a 
first class institution. 

MR. PAPPS: It might be well to 
point out that the aim of British 
companies is to partially ignore the 
manner in which the expenses are 
incurred, and pay profits during the 
early years which are not actually 
earned, and even it up in the long 
run. That makes it necessary to pre- 
serve considerable uniformity in the 
volume of new business each year. 
Now, in this country things are dif- 
ferent from that. I might say that 
the question of expenses is just as 
important to the management and to 
the. share-holders as to the policy 
holders. Every person is equally in- 
terested in that one particular point, 
and I do not think you will find a life 
insuranee manager anywhere who will 
not gladly do anything to help to get 
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the business in at a cheaper rate. 
But the point is this; if we measure 
the expenses by the total loading we 
have to consider two or three points 
One point is that young companies 
cannot get their business in so that 
the total expenses will be less than 
the total loadings, owing to the fact 
that a very large percentage of their 
business is new business. In the same 
way an old company rapidly pushing 
for business may have difficulty in 
complying with that. They may just 
succeed whereas another company 
writing a very much similar volume 
of new business will have no difficulty 
whatever. At the same time there is 
this question; if that company is able 
to write double the volume of new 
business without increasing the rate 
of expense ‘at which that business is 
obtained, is there any reason why 
that company should not take all the 
business it can at that rate of ex- 
pense, provided only that in keening 
track of accounts the expense attach- 
ing to the securing of that new busi- 
ness should go solely against those 
new classes. So that it really resolves 
itself into this, if the company is 
getting its business at a proper rate, 
it does not matter how much new 
business it should take, provided they 
have sufficient funds to stand against 
the temporary impairment of the re- 
serve. 

MR. MACAULAY: I entirely agree 
with that. 

MR. PAPPS: We must not over- 
look the fact that some companies 
have a tendency, following the British 
companies, to materially strengthen 
the reserve as time goes on, and the 
effect of that is to increase the net 
premium, which decreases the loading ; 
so that a company holding very high 
reserve will have very little loading. 
Its interest earned may be placed 
away above what is required. That 
is an argument against a gain and 
loss exhibit. It is used for nublica- 
tion in New York State, and most 
unfair and misleading comparisons are 
made in that way. A gain and loss 
exhibit is a splendid exhibit for the 
manager of the company, and if im- 
proper uses should be avoided, I con- 
sider that it is an exhibit that could 
be gotten out by the management of 
the company for their own informa- 
tion. 

MR. McDOUGALD: It would not 
be, it seems to me, a fair thing to 
make such a change of immediate 
force.,It would be too disturbing an 
element altogether as a whole, but 
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the change might be brought about 
in a gradual manner, spreading over 
a number of years, perhaps five or 
even ten years. Mr. Papps’ sugges- 
tion amounts to throwing the expense 
upon the future. 

MR. SHEPLEY: Have you any 
views on the subject Mr. Bradshaw? 

MR. BRADSHAW: I have nothing 
to say. 

MR. SHEPLEY: TI do not know 
whether this will be very controversial 
and I ought to preface what I was 
going to say by the remark that i) 
respect of the managers who have 
given evidence in the case of their 
various companies, they have gone in- 
to this pretty well in detail, and, if 
you will permit me, I will simply in- 
vite the expression of views of man- 
agers who have not been under exam- 
ination in the course of this enquiry. 
Those who have been examined have 
all been asked about it; that is the 
question as to how the managers would 
view a law which required a more 
frequent distribution of profits, and 
practically put an end to the deferred 
dividend insurance. A good many 
gentlemen have already been heard 
upon this subject, but there are some 
who have not. 

MR. MACAULAY: We have agreed 
upon recommendations upon that 
point. 

MR. SHEPLEY: Have you? 

MR. MACAULAY: Practically. I 
should say that all those present, 
while we thought it was desirable to 
try and get the views of some who 
‘are not with us, all those present 
have nothing to say against a certain 
recommendation. 

MR. SHEPLEY: Who will present 
the recommendation to us? 

MR. MACAULAY: Mr. Burke will 
present it. - 

Ses PAPPS: He has been detain- 
ed. 


JUDGE MacTAVISH: You are all 


agreed that there should be a more 
frequent distribution of profits. We 
will proceed wtih the next item. 
MR. KENT: I suppose all the 
gentlemen have agreed that there 
should also be a larger distribution 
of profits? ‘ 
MR. SHEPLEY: Then a subject 
which is quite different from that and 
which has engaged the attention of 
every manager who has been examin- 
ed is this: What is the correct view 
from the standpoint of the best in- 
terests of Canadian insurers, of in- 
dividual control of the financesof an 
insurance company? That is the 
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majority of the stock getting into the 
hands of one individual, or one set 
of individuals, with the result that 
practically there is a controlling of 
the operations of the company? 

JUDGE MacTAVISH: Has that 
been discussed at your Association 
meetings ? 

MR. MACAULAY: At great length, 
but we have no united views upon it. 

MR. SHEPLEY: I know the views 
of those who have been examined, be- 
cause I have had the pleasure of hear- 
ing them, but if there are gentlemen 
who have views who have not beea 
examined I should be glad to hear 
them. 

MR. MACAULAY: If you like I 
will give a summary of the prevail- 


ing view. 
MR. SHEPLEY: The prevailing 
view P 


MR. MACAULAY: Well, the views 
of the members, just in a few words. 

MR. SHEPLEY: Very well. 

MR. MACAULAY : Mr. Richter 
introduced the subject of cumulative 
voting as a cure for evils in this re- 
gard; in other wordd that every 
shareholder or policy holder, if the 
policy holders have a vote, should be 
allowed not merely to cast one vote 
for every vacancy on the board, but 
should be allowed to cumulate his 
votes and put them all for one 
vacancy. If there are five vacancies, 
instead of giving one vote for five 
members, to cumulate his vote and 
give them all to the one, so as to give 
répresentation to minorities. He felt 
strongly, and we all felt strongly, 
that if that should be introduced it 
would have to be in amendment to 
the Company Act. It should not 
apply to insurance companies alone, 
but to all companies, because it 
affected life insurance companies, not 
merely from the standpoint of the 
control of the life insurance compan- 
ies, but from the standpoint of the 
large investments which a life insur- 
ance company makes in other com- 
panies. That is an important mat- 
ter, and has been put down on the 
agenda for the next meeting of the 
life officers’ association to discuss 
whether a recommendation in favour 
of cumulative voting in all compan- 
ies should not form the subject of a 
memorial to Parliament or to the 
Government. No definite expression 
of opinion was given upon Mr. 
Richter’s recommendation, although 
a good deal of sympathy was express- 
ed for it and no adverse criticism, I 
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think, of the general fairness of it. 
But it was felt it should not apply 
to a life insurance company unless it 
applied to all companies, and it was 
doubted whether Parliament would 
undertake to pass legislation that 
would be so radical in its nature and 
would affect all the banks and all 
the railway companies and _ corpora- 
tions throughout the country. We 
felt that the matter was worthy of 
very serious consideration, but was 
altogether too big a subject for us 
to attempt to settle at the present 
time. I think that about expresses it. 

MR. SHEPLEY: Has the Associa- 
tion considered, or are its members 
prepared to express a view, as to 
whether it is desirable by legislation 
to prevent beneficial dealings between 
officers and directors of companies on 
the one hand, and their own compan- 
ies on the other? 

MR. MACAULAY: That, too, was 
discussed at great length. 

MR. SHEPLEY: Was there a con- 
census of opinion upon that? 

MR. PAPPS: The difficulty was to 
outline anything which would apply 
to that without at the same time 
preventing the ordinary transactions. 

MR. SHEPLEY: There has been 
a law in one province making such a 
provision for a considerable.time. I 
do not know whether it has been 
more honoured in the breach than in 
the observance, but there has been 
such a provision, and some of the 
companies must have taken it into 
consideration, one would suppose. 

MR. MACAULAY: On that point 
I do not think any of us present had 
any objection,—or at least no objec- 
tion was expressed—to a clause pro- 
hibiting officers or directors borrow- 
ing from their companies, except out 
of the reserve upon their policies, 
and in fact there is already a clause 
of that kind in a large number of the 
companies. The Armstrong law, 
which prohibits any director or officer 
from having any financial interest in 
any loans, sale, purchase, or any 
financial transaction’ by his company, 
was felt to be entirely too ambiguous, 
and the words ‘‘directly’’ or ‘‘in- 
directly’ come in. Supposing, for 
example, that a person should happen 
to be just a stockholder in some com- 
pany, if the law was to be interpreted 
that the company shall not have deal- 
ings with any company in which any 
of its directors or officers have any 
interest, the more representative a 
board of directors the company might 
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have, the more effectually would it 
bar it out from the very best invest- 
ments, and if the company had a 
very influential board of directors, 
connected with all the financial cor- 
porations of the country almost, that 
company by that very fact would be 
excluded from having any, financial 
transactions with all the leading cor- 
porations of the country, if the Act 
as passed in New York were inter- 
preted literally. 

JUDGE MacTAVISH: Or get a 
new board of directors. 

MR. MACAULAY: Or it would 
have to get a new board of directors, 
and if it got men who had nothing 
to do with other financial corpora- 
tions, that would mean that it would 
have to trust its destinies to men in- 
experienced in financial affairs, which 
would be a worse evil than the other. 
So that if the Armstrong law were 
extended to include shareholders and 
directors of other companies, it would 
be a terrible evil instead of a benefit, 
and we got so far as to have a clause 
in prohibiting it. like the Armstrong 
law, but excluding any case of a 
director or officer who was a minor 
shareholder of any company. but we 
did not finally agree upon that, and 
it dropped ont. 

MR. SHEPLEY: Then the Com- 
missioners will probably have to deal 
with that question, if it is dealt with 
without any, may I say substantial 
assistance, from the members of the 
Assoriation ? 

MR. BRADSHAW: I think the 
members of the Association are 
agreed that such a provision should 
be in the law, but they have experi- 
enced difficulty in framing one that 
would be suitable. 

MR. MACAULAY: Exactly. 


MR. BRADSHAW: The principle 
is absolutely believed in by the mem- 
bers of the Association. 

MR. MACAULAY: The only diffi- 
culty is how to work it. 


MR. SHEPLEY: I should gather 
rather negatively than affirmatively 
from a clause in your memorial that 
you are not prepared to recommend 
the absolute abolition of the use of 
all estimates for profits and so on? 

MR. MACAULAY: I wish Mr. 
Burke were here, because I do not 
want to be speaking for the Asso- 
ciation so much. 

MR. SHEPLEY: Nobody has fail- 
ed to recognize your uniform mod- 
esty. 
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MR. MACAULAY: We had a great 
deal of discussion upon that and we 
were not unanimous, but this recom- 
mendation that was put in here was 
finally carried, that estimates should 
not be prohibited, that details as to 
how they should be arrived at should 
be insisted upon. 

JUDGE MacTAVISH: And_ pub- 
lished in the report of the Superin- 
tendent of Insurance? 

MR. MACAULAY: We trusted that 
would conduce to the making of mod- 
est estimates. 

MR. SHEPLEY: The only other 
question I desire to trouble you with 
is the question you wish deferred un- 
til your president arrived. 

JUDGE MacTAVISH: TI suppose 
we have heard the views of all the 
companies in respect to the exped- 
leney of permitting policy holders to 
vote. I think we have heard that 
from the companies as we went along. 

MR. SHEPLEY: Then with regard 
to the more frequent distribution of 
profits, including in that the dealing 
with the deferred dividend system of 
insurance, which we have heard is an 
innovation upon the general body of 
insurance practice, in comparatively 
recent years, I should like to have the 
views of the Association if we could 
get them. 


MR. JUNKIN: Speaking for the 
Association, I might say that those of 
us who were present at the meeting 
arrived at a unanimous conclusion but 
we would prefer not presenting it un- 
til we had an opportunity of submit- 
ting it to those members who were not 
present, if there would yet be time 
to have another meeting and present 
it before the Commisioners make their 
report. 

MR. SHEPLEY: How do you pro- 
pose holding such a meeting? 

MR. JUNKIN: The proposal was 
te hold it a week from next Thursday. 


MR. SHEPLEY: I think it is quite 
within the bounds of possibility that 
the Commission will be fully occupied 
with other matters in the meantime, 
and we would be glad if you would be 
able to give us a unanimous view 
about that. 

MR. JUNKIN: I was going to say 
if that date should be too late we 
might possibly hold a meeting sooner, 
but that date would suit us better. 

MR. SHEPLEY: I think if we have 
your memorandum on that subject in 
the hands of the secretary on the Sat- 
urday of that week it would be suffi- 
cient. 


Life Managers’. Association. 


MR. JUNKIN: Yes. It is the most 
important subject and we desire to 
consult every member. 

MR. SHEPLEY: And Mr. Tilley 
very properly reminds me that if there 
are any other subjects upon which you 
would desire to memorialize the Com- 
mission on that date, assuming the 
time has not gone by and it has not 
been dealt with, we would like to hear 
from you. 

MR. KENT: Are all the gentlemen 
present unanimous on the question of 
discontinuing the accepting of prom- 
issory notes for premiums instead of 
cashP That I imagine is one great 
reason for the lapse rate? 

MR. JUNKIN: I might say that 
that is a question which has not been 
discussed at all up to date by the As- 
sociation. If you desire we can dis- 
cuss it at our next meeting, 

JUDGE MacTAVISH: And include 
your opinion on that, if you come to 
a unanimous opinion, in the memorial 
or the message that you will send to 
us. 
MR. MACAULAY: We will remem- 
ber that. 


MR. SHEPLEY: Then I ought to 
perhaps say this: That your Honours 
will recollect that there was a substan- 
tive examination into the history and 
objects of the Manager’s Association 
commenced at quite an early stage of 
the enquiry, and that was deferred in 
the midst of the examination of Mr. 
Bradshaw upon the history and objects 
of the Association. My colleague and 
myself have thought, subiect to what 
your Honours may think, that we may 
very well dispense with any further 
examination upon that, in view of the 
very full assistance that the Associa- 
tion has been giving us, and the very 
full views they have given and are 
going to give with regard to the var- 
ious questions of importance; so that 
the examination of Mr. Bradshaw may 
as a matter of form be declared closed. 


JUDGE MacTAVISH: There was a 
report that we were considering at the 
time Mr. Bradshaw was examined, It 
is an exhibit. 

MR. TILLEY: A report of what? 

JUDGE MacTAVISH: The report 
of the Association. 

MR. TILLEY: That is in the Min- 
ute Book. 

JUDGE MacTAVISH: It was in 
the Minute Book and I was anxious 
to know if it was an exhibit, 

MR. TILLEY: It is part of the 
evidence, it is set out in the evidence. 

MR. SHEPLEY: I would suggest 
that in view of the fact that we have 
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some further matters which will have 
to be taken up as part of the public 
examination, but which are not yet 
ripe, but which will be in a few days, 
that there will be no announcement 
as to the next public sitting. You 
will make a formal announcement as 
to the adjournment till to-morrow and 
the private sitting will proceed, but it 
is better that I should be able to make 
some definite announcement as to the 
subject which we will take up in pub- 
lic next. There are some branches 
which your Honours know are to be 
completed, but there are several rea- 
sons, not including the reason which 
has embarrassed me so much this week, 
why we shall not be able to go on 
with them, but I hope in the course 
of a very few days we shall be able to 
proceed. 


JUDGE MacTAVISH: We will ad- 
journ until to-morrow morning at ten 
thirty. 


MR. SHEPLEY: And there will be 
an announcement as to the next pub- 
lic sitting. 


JUDGE MacTAVISH: As soon as 
we are able to make an announcement 
as to the public meeting we will do so. 


MR. SHEPLEY: I am expecting 
some assistance in respect to some 
matters I want within three or four 
days and then we will be able to make 
the announcement. 


The Commission adjourned at 9.30 
p.m., November 138th, till 10.30 a.m., 
November 14th. 


eae 


HUNDREDTH DAY. 
MORNING SESSION. 


Ottawa, Wednesday, 21st Nov., 1906. 


MR. SHEPLEY: There are two or 
three matters that have not yet been 
formally, I think, put upon the re- 
cord. In connection with the Con- 
federation Life Company, since the 
examination into the affairs of that 
company were concluded, the counsel 
for that company has put into my 
hands certain papers upon various 
subjects dealt with in that inquiry 
prepared by. the actuary of that com- 
pany, Colonel Macdonald. I exam- 
ined them at the time they were 
handed to me—examined them briefly 
—and they seem to be all matters of 
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explanation which are perfectly pro- 
per to have upon the record, and I 
arranged with Mr. Nesbitt then that 
at the proper opportunity I would 
see that they were put upon the re- 
cord. If it may be understood that 
that bundle of explanation will have 
an exhibit humber, and will be con- 
sidered as filed, then what the re- 
porter has taken down will preserve 
the evidence which is being put upon 
the record (Exhibit 685). Another 
matter is in connection with the ex- 
amination of the Foresters. Your 
Honours will remember that in the 
course of the inquiry there was a 
disclosure with respect to certain pro- 
ceedings in Australia, the result of a 
Royal Commission that inquired into 
certain matters in Australia. The 
counsel who represented Mr. Mon- 
tague, who was, of course, upon the 
surface at all events, very much con- 
cerned in the Report of that Commis- 
sion, desired to have put upon the 
record what we would call, if it were 
a suit, the Pleadings, the defence 
prepared by Dr. Montague and sub- 
mitted. That, I thought, was entire- 
ly proper and I undertook that that 
should be done. I think—indeed I 
know—that while it is not yet form- 
ally exhibited to the Commission, it 
is in the possession of the Secretary 
among other papers that we have in 
the matter of the Foresters, or if not 
in the immediate possession of the 
Secretary is immediately available. 
If that may also have an exhibit num- 
ber, then this reference in the notes 
of the reporter will preserve the evi- 
dence of that. (Exhibit 686. Then, 
I want to put upon the record this 
circumstance. In the matter of the 
Mutual Reserve of New York, there 
is a certain subject which is properly 
the subject of inquiry here, and unon 
which we have been in communica- 
tion with the company since the he- 
ginning of last July. During last 
week certain answers were sent here 
—and I thought they werd rather 
belated—and. they have been exam- 
ined, and the results are not entirely 
satisfactory. I am in communication 
with the comvany, and T understand 
that we may be able to say something 
about it within the course of the next 
couple of days. I wanted, if your 
Honours will permit me, to have it 
upon the record that the matter 
would have been properly before your 
Honours this morning but for the 
fact of the negotiations which were 
going on with regard to these mat- 
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ters. Then Mr. Tilley will take 
charge of what is to be presented this 
morning if your Honours will per- 
mit it. : 

JUDGE MacTAVISH: Yes. 

MR. TILLEY: In connection with 
the Woodmen of the World, we have 
had a computation made as to the re- 
serve liability, as it might be called, 
on the policies or certificates issued 
by that Order, and, with your Hon- 
ours’ permission, I will call Mr. 
Grant to prove the result of that. 


JUDGE MacTAVISH: Is there 
anyone here representing the com- 
pany? 

MR. TILLEY: Mr. Hodgins, the 
Head Consul Commander of. the Or- 
der, is present this morning. 


MILTON D. GRANT, sworn. Ex- 
amined by MR. TILLEY: 


Q.—You have made a Report on 
the business of the Woodmen of the 
World? A.—Yes. 

Q.—At the request of the Commis- 
sion? A.—Yes, ‘sir. 

Q.—And is this the Report? A.— 
Yes. (Exhibit 687.) 

Q.—The Report is as _ follows. 
(Reads Report.) Would you say what 
prompted you to adopt the National 
Fraternal Congress table by which to 
measure the liability on these poli- 
cies? A.—The chief reason was that 
that table is employed very largely 
in fraternal valuations. It is based 
upon the experience of fraternal so- 
cieties and is, therefore, presumed to 
be very applicable to the business of 
such orders. It is very widely em- 
ployed indeed in that kind of work. 

Q.—And would be more apt to be 
nearer the experience of the Order 
than, at any rate, the H.M. table; 
that is. the Government standard? 
A.—Quite so. If the business of a 
fraternal society is normal, its mor- 
tality should average abovt 98 or 100, 
or possibly 102, per cent. of the Na- 
tional Fraternal Table. - 

Q.—It should be reasonably close to 
the National Fraternal Table? A.— 
Yes. Of course, if there are special 
features in any Order’s business, it 
will not do so. 

Q.—You selected that table as the 
one that you thought would give the 
fairest result, taking it altogether? 
A.—Well, I will say that I selected 
it because it would give a yery fair 
result. . 


Woodmen of the World. 
(Milton D. Grant, Ex’d.) 


Q.—Then why did you take a rate 
of 4 per cent.P A.—I chose that be- 
cause, at the present time, while I 
have not examined the Order’s in- 
vestments closely, it should be able 
to earn 4 per cent. upon its funds. 


Q.—Do you know, from what you 
have read of the evidence that has 
been put in, in connection with this 
company, or from the Exhibits that 
have been filed, whether that has 
been realized by the Order? A.—I 
think it has. I did not examine them 
recently, and I would not like to ex- 
press myself with certainty. 


Q.—At any rate you thought that 
that would be a fair rate to take un- 
der all the circumstances? A.—Yes, 
its investments are chiefly in first 
mortgages on real estate, and it should 
easily be able to earn that upon its 
funds, 


MR. LANGMUIR: Q.—No munici- 
pal securities? | A.—There are some 
municipal securities. 


Q.—But you think the average 
ought to be 4:any way? A.—I think 
sO. 


MR. TILLEY: Q.—If my memory 
serves me right there were some sub- 
stantial deposits in banks? A.—Yes. 


Q.—At 3per cent? A.—Yes. Of 
course that would tend to reduce it. 


Q.—I suppose that that would be 
the highest rate that could be used 
to bring out a proper result? A.— 
Safely, yes for the reason that you 
have to take into account a long per- 
iod in the future. You are really 
considering the future life time of all 
present members, in assuming a rate 
of interest, 


Q.—There is only one other matter 
that I wanted to ask you about in 
connection with this particular Re- 
port, and that is in connection with 
the statement that the computation 
is made upon the assumption that the 
rates will be dropped to and main- 
tained at the level of adequacy. Will 
you explain a little more fully what 
you mean (by that, and just what 
bearing it has on your computations? 
A.—Well, in the process of valuation 
I assume that the premium to be valu- 
ed was the net premium according to 
the mortality table employed, and that 
therefore involved the assumption that 
the rates of the Order will be at least 
equal to those; if not, then I should 
have valued the actual premiums 
which the Order received, which, be- 
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ing smaller than the net premium, 
would produce a larger deficiency. 

Q.—Is it right to say that the prem- 
iums that the Order is now collect- 
ing from any of its members are lower 
than the net premium that is used in 
making the valuation? A.—It cer- 
tainly is. 

Q.—And as to members it has been 
shown in evidence that they are pay- 
ing considerably below the highest 
tariff that is applied to members at 
the present time? A.—Yes. 

Q.—You remember that? A.—Yes. 


Q.—Had you valued the lability 
on the basis of the actual premiums 
that the Order is charging, how would 
the result have been affected? A.— 
It would be very much larger than 
brought out there. 

Q.—The Order has the power to 
increase its ratesP A.—Yes. 

Q.—And by this Report you are fix- 
ing the deficiency at the present time, 
even if from this moment, the Order 
starts out and charges a proper rate? 
A.—And charges a proper rate, yes. 


MR. TILLEY: Then that is all 1 
propose asking Mr. Grant at the pre- 
sent time in connection with these 
rates. There are other matters that 
probably would be asked, except that 
Mr. Grant has made another computa- 
tion, and probably the whole subject 
of fraternal insurance from this stand- 
point can be better and more fully 
discussed when that Report is filed, 
your Honors. 


MR. LANGMUIR: Q.—Was the re- 
sult effected by the taking in of that 
Company ? There was a company 
amalgamated with the Woodmen. 
What was the effect? A.—Of course 
the lives that they reinsured, as I 
may say, are included in my valua- 
tion. 

Q.—They are included in the valua- 
tion ? A.—Yes, part of the com- 
pany’s business in force at the pre- 
sent time. 

Q.—Were there medical certificates 
in the case of those who came in in 
that way? A.—I think not. They 
took them in bulk, provided a certain 
percentage of the total membership 
to be transferred was transferred. 
I think that was done and therefore, 
there would be no medical examina- 
tion. That is my recollection of it. 

MR. TILLEY: Q.—Mr. Geary sug- 
gests that I should ask you—and I 
am very glad that he made the sug- 
gestion—in fixing the rate for the 
Order, in order to bring the proper 
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premium return for the future, would 
or would it not be necessary to raise 
the rates of the old members? —-A.— 
Oh, certainly, certainly. 

Q.—If the old members rates were 
not increased in order to bring in the 
proper return, then the new members 
would have to pay for the old mem- 
bers? A.—Quite so, and you would 
have a permanent source of deficiency 
there. 

Q.—Hither your new members must 
pay a great deal more than their 
proper premium rates, or else the new 
members must drop to the proper 
level? A.—Yes. 

Q.—It has been shown, as was al- 
ready pointed out this morning, that 
the order is charging two or three 
different standards of rates. It fol- 
lows, I suppose, from what you have 
said, that you would regard that as 
improper? A.—Oh certainly. 

Q.—When the rates are raised for 
new or old, they should be raised, 
you would say, for all alike? A.— 
Yes. Of course, there is the addi- 
tional question there of making up 
the deficiency that has accrued up to 
the present time. 

Q.—Even raising the rates of the 
old members to the level of the new 
members’ rates leaves a deficiency for 
old members that must be made 
good ? A.—Still leaves that de- 
ficiency that we refer to. 


Q.—Siill leaves the deficiency that 
you have shown in this report? A.— 
There or thereabouts. 


MR. TILLWY: That’ is’ all that 
arises at the present time. Mr. 
Geary also suggests the question of 
the effect of the lapse, but I prefer 
leaving it, with your Honours’ per- 
mission—and Mr. Geary approves of 
that—until the other report is put in, 
and the subject will be dealt with 
then more fully. Then your Honours 
will remember that when the Wood- 
men of tthe World were examined 
in Toronto, by some mistake Mr. 
Hodgins was not present, through 
some misunderstanding, and _ there 
are a few questions I desire to ask 
im. 


JUDGE MacTAVISH: Yes. 


CHARLES C. HODGINS, sworn. 
Examined by MR. TILLEY: 

Q.—What is your position in the 
Woodmen of the World? A.—The 


official title is Head Consul Com- 
mander. 
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Q.—You are the chief officer of the 
Order, I suppose? A.—lI suppose the 
position I occupy is much the same 
as president. 

Q.—And how long have you occu- 
pied that position? A.—For about 
twelve years, I think; not quite since 
the inception of the Order, shortly 
after. 


Q.—To what extent do you give any 
personal attention to the work of the 
Order? A.—For the last three years 
they have asked for my full time, 
and I have devoted largely my time, 
with a few exceptions. — 

().—What remuneration do you re- 
celve in that connection? A.—$1,200 
a year, and expenses when travelling. 

Q.—Since you have been devoting 
your full time to the work of the 
Order, just state what your duties 
consist of. What work do you do 
for the Order? A.—1 have charge of 
the organization department princi- 
pally, visiting the different subordi- 
nate camps of the Order, and direct- 
ing business. 

Q.—Then you are an organizer, and 
also the one that maps out the policy 
of the Order, I suppose; you go about 
organizing camps? A.—No, I do not 
solicit any myself. 

Q.—I thought that followed from 
what you said? A.—No. 

Q.—You do travel about? A.—Yes. 

Q.—Inspecting, so to speak? A.— 
Well, visiting. 

Q.—And keeping up the interest in 
the local camps? A.—The organizers 
are under my instructions. 

Q.—The organizers work under 
you? A.—Yes. 

Q.—Do you visit the local camps? 
A.—Yes, if there are difficulties or 
troubles, upon invitation I visit 
them. 

Q.—And you superintend the work 
of the organizers? A.—Yes. 

Q.—And that covers your princi- 
pal work; is that right? A.—Yes, 
that covers it. 

Q.—Do you give any personal 
attention to the finances of the Or- 
der? A.—Well. I am on the com- 
mittee on investment, looking after 
the investments. 

Q.—Who are the other members of 
the committee? A.—The head clerk 
and the head banker. 2 

Q.—Then do you meet at regular 
intervals? A.—Well, we have not 
adopted that course as yet—that is, 
of recular meetings for investment. 
Usually I am in the office one day a 
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week, and the others will meet on 
that day. 

Q.—Do you make any inspection 
from time to time of the financial 
methods of the head office? A.—That 
is you mean personally do I? 

Q.—Yes, personally? A.—Well no, 
I. cannot say that I do. 

Q.—Are you conversant with the 
system of bookkeeping, for instance, 
adopted by the Order? A.—No. 

Q.—Have you ever discussed the 
system with the auditors of the 
Order? A.—-Well, I have since this 
Commission 

Q.—Had you before? A.—I do not 
remember particularly of discussing 
it before with the auditors. 

Q.—Does the Order receive reports 
from the auditors? A.—Yes. 

Q.—Or merely a certificate showing 
that the books have been examined 
and found to be in order? Has it 
ever received any full detailed re- 
port from the auditors as to the sys- 
tem employed, and so on? A.—Well, 
we receive some kind of a _ report 
about every meeting of the execu- 
tive, and I frequently ask the audi- 
tor, very frequently ask the auditor, 
‘Well, how do you find things this 
month ?”’ and so on. 

Q.—And what has been the nature 
of the reply? A.—Satisfactory. 


MR. LANGMUIR: Q.—Have they 
ever suggested improvements in the 
bookkeeping to your knowledge? A. 
—Not to my recollection, the auditor 
has never suggested improvements, 
although in conversation with him a 
day or two ago he said he did desire 
it, he had desired it, but to my know- 
ledge he had never suggested im- 
provement to me. 

MR. TILLEY: Q.—The conversa- 
tion you refer to is one taking place 
since the -Commission investigated 
the company? A.—Yes. 

Q.—Then it is fair to say that since 
the affairs of the Order were before 
the Commission, you have concerned 
vourself a little more about the book- 
keeping methods of the Order? A.— 
Yes, I questioned him in regard to 
how he made an audit, and the sys- 
tem of bookkeeping. 

Q.—Did you get a satisfactory re- 
ply, or was it a reply that caused 
vou to think that some changes could 
be made? A.—Well, his statement to 
me was'that it was simply a matter 
between single and donble_ entry 
bookkeeping, and I asked him how he 
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made the audit, and he said he was 
sufficiently conversant. He even 
made the statement the other day 
that he could audit from the cash 
book. That was explicit enough 
for me. 


Q.—That is he could make an 
audit just taking the cash book it- 
self? A.—Yes, that he knew the 
business, he had personal knowledge 
of the business for such a length of 
time that he could do that. 


Q.—Have any changes been decided 
on in the system of bookkeeping since 
the Commission investigated the af- 
fairs of the Order? A.—The. matter 
was before the executive, but I can- 
not just say what the instructions 
were, but it is understood that the 
officers are endeavouring to conform 
to the requirements of the Commis- 
sion. 

Q.—Some changes are being made? 
A.—Yes. 

Q.—But you probably are not in a 
position to give .any detailed infor- 
mation of just what the changes are? 
A.—No, I cannot say just what the 
changes are. 


Q.—Then you have heard read the 
report that has been made by Mr. 
Grant, and I think you read it 
through before it was presented to 
the Commission. Does that agree 
with your understanding as to the 
financial position of the Order? A.— 
Will you state the question again. 

Q.—I am asking you whether your 
understanding of the financial posi- 
tion of the Order agrees with the 
report which Mr. Grant has made, 
which has been read here this morn- 
ing? A.—Taking the National Fra- 
ternal Congress Table as a standard 
table, I would agree with that. re- 
port. 

Q.—Are you in a position to say 
whether the National Fraternal Con- 
gress Table is a proper table by 
which to measure the liability of your 
Order? A.—I am not in a position 
to say that. 

Q.—Have you ever sought any ad- 
vice on that point from actuaries or 
others? A.—Well, not from actuar- 
ies. We went before Mr. Howard 
Hunter, of the Insurance Depart- 
‘ment of the Province of Ontario, last 
fall probably, nearly a year ago, or 
less : ' 

Q.—With what object did you go 
before him? A.—To endeavour to 
see if we could find or get an aczurate 
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idea of what tables should be adopted, 
what would be a permanent or satis- 
factory table of rates. 

Q.—What was the result of that in- 
terview? A.—Well, do you mean — 
what was the ultimate result? 

Q.—No, I am asking you what you 
learned as the result of that inter- 
view? A.—Well, Mr. Hunter would 
advise us that what we called the 
Howard Hunter table would have 
been a satisfactory table or the Fra- 
ternal Congress. 

Q.—Or the National Fraternal Con- 
gress tableP A.—Yes. 

Q.—Then your understanding was 
that there was a substantial deficiency 
in the Order? A.—Yes. 

Q.—And that even if you adopted 
now proper rates for new members 
and adopted the same rates for all 
old members, there would still be that 
deficiency? A.—Well, I am under 
the impression, Mr. Tilley, that if we 
adopted the standard rate now, in 
time that deficiency would be wiped 
out. 

Q.—That would indicate that the 
standard table that you would adopt 
must necessarily be a little higher 
than is required to pay the new mem- 
bers’ claims; that would necessarily 
follow because. there is this de- 
ficiencyP A.—wWell, it might, but I 
think in practice it would work out 
all right. 

Q.—Following upon that what did 
the Order do towards putting the 
matter on a better basis? A.—Well, 
I can only speak from memory. I 
have not had any opportunity of re- 
freshing my memory or looking into 
those matters. My recollection is 
that we appointed a committee to 
consider the question of general rates 
and report to the general meeting. 
You may have the information. 

Q.—I am just getting your recol- 
lection now. Has any action been 
taken with regard to that yet? A.— 
The committee reported, but at the 
general meeting you see it was re- 
jected. 

Q.—Then what followed upon that? 
A.—Just simply that there was noth- 
ing done. 

Q.—Is it possible in your opinion to 
carry a resolution in a fraternal or- 
ganization such as yours, whereby the 
rates of old members shall be increas- 
ed? A.—Is it possible? 

Q.—Yes. Do you regard it as pos- 
sible in your Order—put it that way 
—to pass a resolution which would in- 
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crease the rates of the old members? 
A.—I think it is possible. 

Q.—How long have you been try- 
ing it? A.—The question I think 
has been put in some shape or other for 
probably the last three regular meet- 
ings, at least the three legislative 
meetings, two or three, I am not sure 
on that point, but the matter has 
come up at pretty nearly all our 
legislative meetings. : 

Q.—And you have not succeeded in 
raising the rates yet? A.—No, not 
since that. : 

Q.—Each member of your Order is 
now paying the rates that were in 
- force at the time that he became a 
memberP <A.—Yes. 

Q.—And notwithstanding several 
changes in rates that you have made 
from time to time, as Mr. Fitzgerald 
told us, the changes never applied to 
the old members? A.—No. 

Q.—Well then, Mr. Hodgins, the 
by-law of the Order is expressed that 
the assessments mentioned in the by- 
law shall be payable by every mem- 
ber, as follows. You know that? A. 
—Yes, 

Q.—The by-law that is now in force 
does not provide for lower assessments 
for old members than for new mem- 
bers, does it? A.—Well, is not that 
a legal point? 

Q.—No. I just want to know how 
you justify, under the by-law that is 
now in force, charging one member a 
less rate than another member? A. 
—If the by-law reads that way, and 
I believe it does, that was not the 
understanding at any General Meet- 
ing. 

Q.—There is no doubt about the 
wording of the by-law is there? A. 
—I don’t know. 

Q.—Is this the last copyP A.—I 
am not in a position to interpret the 
legal construction of a by-law. 

Q.—I am not asking you just as 
to the wording, not what the construc- 
tion is; the by-law in words says that 
every member shall pay those rates? 
A.—I believe that is right, yes. 

Q.—But you say that the under- 
standing when the by-law was passed 
was that the rates for old members 
would not be increased? A.—Yes. 

Q.—And your Order has been acting 
on the understanding that then ex- 
isted rather than possibly the strict 
reading of the by-law. Is that fair 
to say? A.—yYes, I think that is 
right. 

Q.—Now, has that subject been dis- 


cussed by the Executive? A.—No, I 


think not. 


Woodmen of the World. 
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Q.—I am asking you whether the 
effect of the by-law has been discuss- 
ed? A.—I thave not a very clear 
idea of whether it has been discussed 
by the Executive or not. 

Q.—Complaint has been made in 
that regard? A.—Yes, that is right. 
Complaint has been made. 

Q.—Complaint has been made on 
behalf of some members of the Order? 
A.—Yes, during the last year. Since 
our last Annual Meeting. 

Q.—What action thas been taken 
on that complaint? A.—No action 
has been taken towards levying or rais- 
ing the assessments on the old mem- 
bers. 

Q.—Has any formal action been 
taken in the matter at all? A.—No, 
I don’t think so. 

Q:.—Have you anything in mind 
that you propose to do in regard to 
that? A.—No. 

Q.—Or do you just propose to dis- 
regard the complaint and not change 
the by-law and still charge different 
rates to different members? A.—I 
think I should follow the course that 
we have been pursuing in the past. 

Q.—In your opinion should the rates 
for old members be increased in your 
Order? <A.—Yes. 

Q.—In your opinion should it be 
possible for the Order to raise the 
rates for new members without mak- 
ing the ratey for old members uniform 
with the rates for new ‘members? A. 
—I think it would be better to level 
the rates up on all. 

Q.—Do you think it should not be 
made obligatory on a fraternal ‘so- 
ciety, when rates are raised for any 
class of members, that the same rates 
Should be applicable to all members, 
old and new? A.—Yes, I think that 
would be proper. 

Q.—You think that should be made 
obligatory? A.—Yes. 

Q.—You think the method your Or- 
der in carrying on in that regard is 
not to be commended? A.—It is not 
ene best in the interests of the Or- 

er. 

Q.—Feeling as you do about that, 
Mr. Hodgins, and being the chief 
officer of your Order, what plan have 
you, if any, in your mind with a view 
to putting your Order on a proper 
footing? A.—Well, I cannot say just 
at present that I have any plan. We 
are or were awaiting the results of 
the finding of this Commission. 

Q.—Do you want to be assisted by 
legislation in order to put the affairs 
of your Order on what you consider 
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to be a proper basis? A.—I think 
that would be, probably, the nicest 
way and the easiest way to do it. 


JUDGE MacTAVISH: And the 
surest? A.—Yes, and the surest way. 


MR. TILLEY: Are you hoping 
that? A.—Yes, I may say that 1 was 
hoping that something would be done. 

Q.—Hoping that‘ you would be per- 
suaded in that way. Then, just as a 
person who must have given a good 
deal of thought to it, state what you 
conceive to be the best possible legis- 
lation in that regard? A.—I am not 
sufficiently versed in the matter of 
legislation to give advice. 


Q.—What legislation have you been’ 


hoping for? A.—That all Friendly 
Societies might be placed upon a basis 
where they would all have to do busi- 
ness upon the same rates upon a 
standard rate. 

Q.—Then you think the rates should 
be made standard? A.—Yes. 

Q.—And that no fraternal society 
should be permitted to charge less than 
some specified rate? A.—Yes, that it 
should not be left to themselves. 

Q.—And the rate that is specified 
should be made the same for all mem- 
bers, old and new, a uniform rate 
throughout the Order? A.—A uni- 
form rate. There would be a classi- 
fication. 

JUDGE MacTAVISH: A uniform 


rate in the same class? A.—Yes. 
MR. TILLEY: But the law should 


go into effect for old and new mem- 
bers alike? A.—yYes. There is one 
feature in connection with the old 
members, that probably the rate should 
only start at the age at which they 
went into the Order. It would be 
a hardship on men, after they are 
in an Order for ten or fifteen years 
to start at the age then. 

Q.—You would propose that the 
increase should take effect as of the 
age? A.—At which they went in. 

Q.—When the member entered the 
Order. That would represent some de- 
ficiency, but you think that in view 
of the fact that these men were in the 
Orded under different conditions, that 
that indulgence should be given them ? 
A.—Yes. 

‘Q.—Do you think there should be 
a requirement as to a _ reserve by 
Fraternal Societies? A.—I don’t just 
understand. 

Q.—Do you think it would be proper 
that Friendly Societies or Fraternal 
Societies should be required to keep 
a reserve fund on hand sufficient to 
meet the liabilities on their policies, 
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in the same way but probably not by 
the same table, and so on that old 
line CORDATE are required to keep a 
reserve? A.—Well, for a few yuais 
they would not be able to. 

Q.—But gradually should it be 
brought to that standard? A.—Well, 
if they are charging a rate they should 
certainly have a ieserve. 

Q.—Unless it was improperly spent 
or spent for useless expenses. A.— 
It should not be. 

MR. KENT: I suppose you realize, 
Mr. Hodgins, that your Association 
is drifting on the rocks? A.—Well, 
the tendency rather with Associations, 
I think, is to put themselves right. 
I think the drift has been rather in 
making the Associations more stable. 
If the present course is continued I 
might possibly think that is where 
we would be drifting, but the ten- 
dency, I think, with fraternal socie- 
ties as a whole, has been rather to 
bring them up to a more permanent 
and better standard. They are some- 
thing new. 

Q.—But you have no plan, appar- 
ently, to overtake this $850,000. You 
say you do not advise anything be- 
ing done—you are something like the 
man drifting down the rapids of 
Niagara and throwing his blanket 
over his head as he gets near the 
Falls. If the rates are insufficient 
and if the members won’t increase 
them. what is going to happen? A. 
—Well, I am under the impression, 
you know, that the Woodmen, as 
probably the youngest fraternal so- 
ciety doing business in Canada, will 
be guided and follow the _ other 
societies as they place themselves in 
a proper position. 

Q.—But, supposing Parliament or- 
ders you to double your rates. What 


-would be the result, think you? A 


—We would have to do it. The re- 
sult might be a large lapse in he 
society. If they lapsed we would be 
relieved of the liability, and if we’ 
went on doing business at standard 
rates we might do so much business 
that’ it would be all the better, safer. 


Q.—Is it not a fact that your rates 
require to be doubled, for some time 
at least, in order to overtake that 
large liability? A.—Well, as I stated 
before, IT am under the impression 
that if such a table as the National 
Fraternal Congress Table, or the 
Hunter Table. was adopted. that the 
liability would gradually work out. 
Of course I am not an actuary, but 
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from observation of the matter I am 
under the impression that in Ontario 
and in Canada here, with careful 
selection and with prohibited classes, 
we might do business at less than 
that rate. 

Q.—You really think you can over- 
take that deficit? A.—I do, in time. 

Q.—By some providential method, 
without increasing the rates? A.— 
Without increasing, do you mean the 
present rate? 

Q.—Yes. A.—Oh no, not without 
increasing the present rate. 

Q@.—Then you are satisfied that 
there has got to be some drastic 
change, only your members won’t 
make it themselves? A.—Well, vhey 
have not been inclined to make it as 
yet, but I think they are being edu- 
cated up to it. 

Q.—So far they have refused to 
vote an increase of rate? A.—That 
is on the old members. 

Q.—They are waiting till the storm 
bursts? A.—The new rates have been 
changed at different times. 


Vive ew LuunY:* Of -eourse;,,, Mr: 
Hodgins, yours is not the only Fra- 
ternal Order that has low rates? A. 
—wNo. 

Q.—You have been discussing the 
subject pretty freely from the gen- 
eral standpoint of Fraternal organi- 
zation? A.—Yes. 

Q.—And what you think ought to 
be done in the general law in regard 
to that? A.—Yes. 


Q.—And I am sure we are obliged 
to you for discussing the matter in 
that way. Then, is there anything 
you would like to say to the Com- 
mission on the subject, that has not 
been brought out? If there is, we 
will be very glad to have you make 
any statements you would care to, 
on the subject of fraternal insurance. 
A.—I don’t know that I have, Mr. 
Tilley, except that there are so few 
of the fraternal societies that are in- 
corporated under the Dominion Act. 
There are only, I think, three, and 
the bulk of the societies that are do- 
ing business in competition with us 
are incorporated under’ Provincial 
Charter, Provincial Acts, and whether 
the finding of your Commission will 
reach those I don’t know. Otherwise 
the raising of the rates with those 
that are under Dominion Incorpora- 
tion, they would be subjected to the 
competition of the Societies doing 
business under Provincial authority 
at low rates. 


Opinions of English Managers and 
Actuaries (read). 


Q.—Are the companies that are in- 
corporated under the Ontario Act not 
obliged to charge the Hunter rates? 
A.—No. 

Q.—Then you would suggest, if pos- 
sible, there should be some method 
devised whereby the law shmuld be 
made applicable to Provincial as well 
as Dominion Societies? A.—Yes. 

Q.—That would be a desirable thing. 
you think? A.—Yes, it would be a 
desirable thing if the Provinces and 
Dominion could come together. 

Q.—Otherwise you say some Societies 
would still be charging lower rates 
and there would be a tendency among 
persons, whether wisely or not, to join 
those Societies rather than pay the 
higher rates? A.—Yes. 


Q.—Then is there any other sug- 
gestion that you would like to make? 
A.—I don’t think I have any other 
suggestion at present. Am I relieved 
now from any further attendance? 


MR, TILLEY: Yes sir. Then, with 
your Honor’s permission, I will read 
the expressions of opinion that Mr. 
Shepley obtained from a number of 
representatives of Knglish companies 
during the adjournment in August; 
which, of course, to a great extent 
are submitted to your Honors just in 
the same way that the views of the 
Managers were submitted. Just their 
opinions, from which the recommenda- 
tions that they would make can be 
followed out. The file will be Exhi- 
bit No. 668. It commences with a letter, 
dated London, 13th July, 1906. 
(Reads). That is the form of letter 
that was sent to the different British 
Insurance Companies doing business 
in Canada. Then follows a memoran- 
dum of proceedings had by Counsel 
to the Commission, in London, at the 
Hotel Metropole on Thursday, 19th 
July, 1906 (reads). All the Exhibits 
referred to are here in their order. I 
will read the clause as to investments 
from the first exhibit, referred to by 
Mrw Gee He Ryan. (1G is section’ U2 
of the Memorandum of Articles of As- 
sociation of the Pelican and British 


‘Insurance Company. (Reads). Exhi- 


bit 2 to the Memorandum is a rather 
longer matter and I shall not stop to 
read the whole of it because of time. 
I wil read two pages from the pamph- 
let which. apparently, were referred 
to as dealing with this subject. The 
item is headed, ‘‘How our future lia- 
bilities are  estimated.’’ (Reads). 
Then, on Friday the 20th July, 1906, 
the documents marked 3 were received 
from Mr. Rolland. Then at the office 
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of the London and Lancashire Insur- 
ance Company, Mr. Hopkins says 
(Reads). Before I go to the second 
point that Mr. Hopkins took up I 
will read clause 107 in the case of 
the London and Lancashire Insurance 
Company from Exhibit 4. It provides 
(reads). Then Mr. Hopkins continues, 
“with regard to rates of premium.”’ 
(Reads). I have read to the end of 
the statement of that witness, and 
possibly, as it is a trifle hard to be 
both the examiner and the witness, 
perhaps your Honors will give me a 
little longer time during the adjourn- 
ment? 


JUDGE MacTAVISH: We will ad- 
journ then until a quarter past two. 


(At 1 o’clock adjourned to 2.15.) 


MR. TILLEY: The next officer of 
the British Company who was exam- 
ined was Mr. Thistleton, at the office 
of the Commercial Union Insurance 
Company, 24 Cornhill, at 11 o’clock, 
apparently, on the 20th July, 1906. 
(Reads.) That ends the evidence or 
expressions of opinion that were taken 
in shorthand. One actuary who 
was not able to be present sent his 
opinions out in writing, and Mr. 
Geary has been kind enough to offer 
to read that. 

MR. GEARY: I read the opinions 
of Douglas C. Frazer of the Royal 
Insurance Company. (Reads.) 

MR. TILLEY: That completes the 
views of all the insurance experts who 
attended the meeting called by Mr. 
Shepley, except in the case of Mr. 
Rolland, who appeared for the Stan- 
dard Life Insurance Company, being 
the Secretary for that Company, and 
your Honours will remember that 
Mr. Shepley mentioned in particular 
as one of the subjects to which he 
desired attention to be directed, the 
reasons that prompted the Standard 
Company to alter its basis of reserve, 
its basis of valuation, and thereby 
leave no available fund for distribu- 
tion among policy holders. The an- 
swer to that question was made Ex- 
hibit 3 in the return that I have 
read, and consists of a letter from 
Mr. Rolland to Mr. Shepley of 19th 
July, 1906, which reads as follows: 
“In the course of the interview which 
T had the pleasure of having with 
you this forenoon’ (reads _ letter 
signed J. H. W. Rolland, Secretary). 
Attached to the letter is the Annual 
Report of the Standard Life Assur- 
ance Company for 1905. and it is call- 
ed the 15th quinquennial investiga- 
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tion. I will read the portion of that 
which refers to the re-valuation. It 
commences at page 10 and is headed 
“Investigation.”? It says, “as usual 
at the close of the quinquennium, the 
Board has made __ investigations’ 
(reads). That completes all the evi- 
dence that was obtained from those 
insurance experts of the British Com- 
panies, and it completes all that we 
have to offer your Honours for to- 
day, but we will be prepared with 
other matters to-morrow. 


(The Commission adjourned at 3.30 
on November 21st to 10.30 Novem- 
ber 22nd, 1906.) 


ONE HUNDRED AND FIRST DAY. 
MORNING SESSION. 


Ottawa, November 22nd, 1906. 


MR. TILLEY: We propose to close 
the examination of Mr. Fitzgerald, 
which was adjourned, and I have a 
lot of papers here which I propose 
to show him. The bulk of these 
papers are such as Mr. Shepley 
thought, on going over them, should 
be made part of the records for pur- 
poses of reference, without going 
through them in detail with Mr. Fitz- 
gerald, but just to state briefly what 
brought them into existence and the 
importance of them. 


JUDGE MacTAVISH: Yes. 


WILLIAM FITZGERALD, re- 
called : 


MR. TILLEY: Q.—What does that 
bundle of papers comprise? A.—This 
is on the subject of rebating, and 
in that there is a bill which was in- 


troduced in the House of Commons in 
1892, Bill No. 3 it was. 


JUDGE MacTAVISH: Q.—It did 
not become law? A.—It did not be- 
come law, no. It received the second 
reading and was referred to the Com- 
mittee on Banking and Commerce, 
but was defeated in the Committee. 

Q.—It did not go any fartherP A. 
—It it did not go any farther. That 
terminated it. 

MR. LANGMUIR: Q.—What year 
was that? A.—1892. 

MR. TILLEY: Q.—Then is it right 
to-say that there had been no legis- 
lation against rebating by the Domin- 
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ion at any time? A.—It is. There 
has been no legislation. 

Q.—It has been urged strongly 
that there should be a penalty im- 
posed on the agent giving a rebate 
and on the insurer who takes a re- 
bate. Have you a view on that sub- 
ject,- Mr. Fitzgerald? A.—Well, it 
appears to me that whenever a re- 
bate is given it would not be found 
out. If both the agent and the per- 
son who received the rebate, the man 
who gave it and the man who receiv- 
ed the rebate, are both liable to a 
penalty there is not much likelihood 
of either of those men informing. 

Q.—You think there would be more 
apt to be information about it if only 
one party could be punished? A.— 
If only one party could be punished ; 
so that the other party would be at 


liberty, or might give information 


against the other. 
Q.—You, of course, disapprove of 
rebates? A.—Oh, undoubtedly. 


Q.—And the only question in your 
mind is as to the best form in which 
to put legislation, if legislation can 
be ae AIf' it can be. © That 
is all. 


Q.—You agree, do you, that there 
should be some legislation on it? A. 
—TI think there should be. 

Q.—And it is just a matter of what 
is the more effective way to reach 
the desired result, whether by pun- 
ishing both parties or only one? A. 
—Or one only. 


Q.—And if only one was to be pun- 
ished, I suppose you would select the 
agent? A.—I certainly would select 
the agent. 


Q.—By reason of his knowledge? 
A.—By reason of his knowledge, and 
the policy holder, as a rule, cannot 
be expected to know and does not 
know. 


Q.—And have you _ considered 
whether it would be wise to inflict 
any punishment on the company? 
A.—Well, suppose the penalty were 
inflicted on the company and _ they 
were subjected to a fine of $1,000 or 
$2,000, as I have heard mentioned, 
that would mean, I take it, that the 
fine would be paid out of the funds 
of the company, and in reality the 
policy holders of that company would 
pay the fine. I do not know that 
that is a desirable thing. 

Q.—You think that if a fine is pvt 
on the company that it should be on 
the shareholders rather than on the 
policy holders? A.—Upon those who 
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are responsible for it; that would be 
upon the officers or shareholders. 


Q.—Upon the management of the 
company? A.—Upon the management 
eG company. (Document Exhibit 

Q.—Then would you tell me what 
this pile of correspondence comprises, 
exhibit 690? A.—This file relates to 
correspondence with regard to in- 
creased investment powers. 

Q.—Relating to legislation of what 
year? A.—This correspondence is in 
1898, but this legislation took place 
in 1899. Well, this runs to 1899. 

Q.—Then I think I need not ask 
you anything more about that, be- 
cause you explained the history of 
that legislation before, but this com- 
pletes the file of correspondence on 
that subject? A.—Precisely, and 
this little book contains the letters of 
prominent financiers on interest rates, 
and that was made vse of before the 
Committee. 

Q.—That will all be very useful? 
A.—Yes. 

Q.—What is the file marked exhibit 
691? A.—This is subsequent corre- 
spondence commencing about the year 
1901, right down to 1905, relating to 
a desire on the part of the company 
for wider investment powers. 

Q.—Relating to the same subject 
practically as the last file? A.—Yes. 

MR. LANGMUIR: Q.—Down to 
1905? A.—yYes. . 

MR. TILLEY: Q.—What is this 
file, exhibit 692, consist of P A.—It 
relates to the Canadian Order of 
Foresters. The Canadian Order of 
Foresters applied for an Act of In- 
corporation in 1895. The Bill, as in- 
troduced, is shown here. The Bill, 
as it passed the Commons, is also 
shown here. There is a report of my 
own upon the subject of the Bill, and 
it was ultimately withdrawn. There 
was a condition imposed. I believe 
that was also in the Senate. I think 
it also passed the Commons, Fut in 
the Senate a condition was imposed 
and they withdrew the Bill. 

Q.—What was the nature of the 
condition ? A.—These are the sections 
that were added, ‘‘This Act and the 
Order hereby incorporated and the 
exercise of the powers hereby confer- 
red, shall be subject to the provisions 
of the Insurance Act and any Act 
amending it.’? Then another section, 
“The Order shall out of the accumu- 
lated funds now.on hand make with 
the Minister of Finance and Re- 
ceiver General a deposit of $50,000, 
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and no license shall be issued to the 
Order until such deposit has been 
made.’ I do not recall why it was 
withdrawn, but the reason is stated 
here, ‘‘See Senate Hansard 1895.’ I 
do not remember what it was, but it 
was a condition they would not com- 
ply with and withdrew the Bill. 


JUDGE MacTAVISH: That Order 
is still working under Provincial 
charter, JAl-— 63) 

Q.—I understood that Order never 
did take out a Dominion license? A. 
—It never took out a Dominion 
license. It never again applied. It 
was unsuccessful on that occasion. 


MR. TILLEY: Q.—What is this? 
A.—This is all the correspondence 
and reports relating to the legisla- 
tion of 1894. (Exhibit 693.) 


MR. LANGMUIR: How did they 


come under the Dominion? 


MR. TILLEY: That is the Canad- 
ian Foresters, not the Independent 
Order of Foresters. 

THE WITNESS: There are three 
Orders of Foresters. 

Q.—There is the Ancient Order, the 
Canadian Order and the Independent 
Order? A.—Yes. 

().—Then what is this file exhibit 
694? A.—This has relation to the 
subject of child insurance. There is 
a copy of a notice given in the Sen- 
ate, by the Honourable Mr. McClel- 
lan, on the 8rd of June, 1895, that 
he will direct the attention of the 
Senate to the crimes said to have 
been developed from the practice of 
effecting insurance on the lives of 
children who were incompetent to 
make contracts for such insurance, 
and will ask the Government if they 
propose to take any measure to re- 
strict or prevent such practices. Then 
the answer is given. That is what 
this contains. 


Q.—Then exhibit 695, is a file re- 
lating to locomotive engineers, is it? 
A.—It is, yes. It is a copy of a Bill 
intituled ‘‘An Act to authorize the 
Treasury Board to exempt certain 
societies from the operation of the 
Insurance Act,’’ and it became law in 
the form in which it is here, assented 
to July 22nd, 1895. 

Q.—Attached to that is an opinion. 
is it not A.—This is my report 
upon the matter. 

Q.—Made by you? A.—Yes. and 
the Bill followed. It was eventually 
put through as JT amended it. 

Q.—That was in 1895? 
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JUDGE MacTAVISH: Is that a 
part of the Insurance Act of 1899? 
A.—No, it is not. It is a separate 
Act, but it will appear in the new 
consolidation. 


MR. TILLEY: Then this is a file, 
exhibit 696, relating to fire under- 
writers? .A.—This relates to fire 
underwriters. The question that came 
up was as to the right of the pro- 
vinces to license companies to do 
business in their provinces, other 
than their own provincial companies, 
and a letter was addressed to the 
Deputy Minister with regard to the 
question, and the opinion of the Min- 
ister of Justice as given by the 
Deputy is annexed to it. There is 
one paragraph I wish to refer to 
‘“‘The Minister thinks that a company 
other than a Manitoba company, 
which holds a Manitoba license must, 
before doing business, obtain a 
license under the Dominion  In- 
surance Act also, and that a 
Manitoba license does not render a 
Dominion license unnecessary. The 
Minister of Justice is disposed to 
view the provisions. of the Manitoba 
Insurance Act, requiring such com- 
panies to obtain such licenses as be- 
ing an exercise of the taxing power 
of the Legislature, and as such not 
ultra vires of the legislature.”’ 

Q.—There is a Bill introduced to 
incorporate a company under the 
name of the British America Life 
Insurance Company. It need not be 
filed. It was withdrawn? A.—It was 
withdrawn. 

Q.—What was the point there, and 
what action was taken regarding itP 
A.—It was amended as shown upon 
the draft here,,in the form in which 
it would be necessary to amend it if 
it became law, and it struck out a 
couple of clauses and added two or 
three others that were more stringent. 
However, the Bill was withdrawn. It 
did not go through. That was in 
1892. (Exhibit 697.) 

Q.—Then exhibit 698 is the bill as 
it was introduced for the incorpora- 
tion of the Monarch Life? A.—Yes. 

Q.—And it shows your amendment? 
A.—It shows my améndments, and as 
amended in this form the Bill ulti- 
mately went through. 


MR. LANGMUIR: Q.—What year 
was that? A.—1904. 


MR. TILLEY: Q.—Then here is a 
file as to returns from British com- 
panies, I think? A.—Yes. 
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Q.—That is exhibit 699? A.—This 
is the Act of 1895. 

Q.—What was the nature of that 
legislation? -A.—The nature of that 
legislation was this: Under the Act 
of 1895 all the returns of Canadian 
business and of general business of 
the company was required to be filed 
in the office on the Ist of March, not 
later than the lst of March in each 
year. The British companies found 
it impossible to comply with that 
regulation as far as their general 
business was concerned, and_ they 
sent in a memorial signed, I think, 
by all the British companies doing 
business in Canada. and that was the 
origin of the Act of 1895, under which 
the time for filing the statement of 
general business was extended. As it 
now reads, no statement of general 
business is required to be filed earlier 
than the Ist day of June, and not 
later than the 30th June. The bulk 
of them are filed before the Ist of 
June, but there are three or four, 
I think, that are never received until 
about the 30th of June, sometimes 
one or two days over, in which case 
they have to pay a fine of $10 a day. 

Q.—Would it be possible in any 
way to have the British companies 
send in returns made up to some 
other date in the year rather than 
the 3lst December? A.—Well no, be- 
cause the 38lst December is their 
closing day. 


Q.—That is the end of their fiscal 
year? A.—That is the end of their 
fiscal year. 


Q.—And that applies to all P A.— 
To all, but there is one exception, 
where it is the 15th November. 


Q.—Which company is that? A.— 
The North British and Mercantile. 


Q.—When you say that by reason 
of the large foreign business that 
these British companies carry on, it 
is an impossiblity that they should 
get their returns in to you at any 
earlier date than you have provided ? 
A.—Yes,. that is the way in which 
they put it, and it seems to be well 
founded. They are doing business all 
over the world, in all parts of the 
world, and they cannot get it in any 
sooner. Their idea is to have an 
accurate statement, not an estima- 
tion, but when they make up the re- 
turns as of the 31st of December, 
although it comes some months later, 
- it is an accurate statement of the 
business of the company as of that 
date. 
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Q.—Then exhibit 700 is a Bill to 
incorporate the Supreme Grand Lodge 
of the Sons of England Benefit So- 
ciety? A.—Yes. 

Q.—Would you state what point or 
what question arose in connection 
with that legislation and what was 
ultimately done? A.—This gives the 
Bill as introduced. The Bill as it 
passed the Commons, I think, is also 
given and then it was withdrawn in 
the Senate. It was a Bill introduced 
in the same year that the Ancient 
Order of Foresters received their Act 
of incorporation. 1t was of the same 
nature. The Sons of England sought 
to obtain a charter in almost the pre- 
cise terms of the Independent Order 
of Foresters, in 1899 I think it was. 
Although opposed in the Commons, 
still it passed the Commons notwith- 
standing, and it went to the Senate, 
and there the same opposition was 
made to it and the same objection 
made as had been made in the Com- 
mons, but the opposition was suc- 
cessful in the Senate and the Bill was 
rejected by the Banking and Com- 
merce Committee and it was there- 
upon withdrawn, and it went no fur- 
ther. 


Q.—The objection was to taking 
the same sort of legislation in that 
regard that the Ancient Order of 
Foresters had accepted? A.—Yes. 
This is the note of it, ‘‘In the Sen- 
ate this Bill received its first and 
second readings and was referred to 
the Banking and Commerce Commit- 
tee. In the Committee a motion to 
amend it so as to make it harmonize 
with Bill 113, relating to the sub- 
sidiary high court of the Ancient 
Order of Foresters, was carried. and 
the promoters thereupon asked leave 
to withdraw it.’? And it gives the 
page of the journals of the Senate 
where all that is found. 

Q.—Then exhibit 701 is the file of 
correspondence which I think was dis- 
cussed with you already, relating to 
the Independent Order of Foresters? 
A.— Yes. 

Q.—And you have just put it in 
for the purposes of identification. 
You have discussed in your evidence 
quite fully, I think, the matters that 
are dealt with in that correspondence 
have you not, or did you? A.—I do 
not think so. J do not think it was 
considered at that stage. It was 
fairly gone into though when the 
company was being examined. 

Q.—And it was not nut on the re- 
cord at that time, waiting until after 
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Lac company should be examined? A. 
—Yes. 

Q.—Then exhibit 702 is a question 
asked by you of the Justice Depart- 
ment, with the opinion A.— 
With the opinion given. 

Q.—What was the enquiry shortly 
that you made? A.—Well, it arose 
in the case of the Burglar Guarantee 
Company. Under their charter they 
were required to call up a certain 
amount of stock I think each year. 
On one of these occasions the terms 
of the charter had not been complied 
with. They did not call up the stock, 
and the question was asked if that 
was a sufficient reason for not renew- 
ing the company’s license. The Min- 
ister of Justice, Sir John Thompson, 
at that time, gave the opinion that 
that did not form any reason why 
the license should not be renewed, 
and these words appear, ‘‘The Min- 
ister thinks that the license should 
not be cancelled or suspended or a 


renewal thereof refused, unless the 


facts are such as to warrant such 
action under subsection 8 of section 
25 of the Insurance Act,’’ in other 
words, unless it was shown that the 
company was insolvent. That is the 
effect) of it. 


Q.—That is the view you acted 
upon since? A.—Yes. 

Q.—That would be applicable to 
other cases that would arise? A.— 
Yes. It happened to be a burglary 
company, but it is equally applicable 
in the case of any other company. 

MR. KENT: Q.—Then if a com- 
pany was insolvent it could do any- 
thing that it chose, without forfeit- 
ing its right to get a license from 
year to year? A.—I believe that 
that is the interpretation of the De- 
partment of Justice put upon the 
Insurance Act as it stands. 


Q.—Don’t you think that that is a 
very great encouragement to compan- 
ies to neglect to comply with the 
law? A.—I think probably it would 
be desirable to amend the law in that 
aspect. Subsection 8 of section 25 
is the one I refer to. That is the oid 
one. 

Q.—Then this is a Bill that was in- 
troduced with respect to the Western 
Life Insurance Company? A.—The 
Western Life. 

Q.—And it shows the amendment— 
A.—It shows the amendment that we 
made. 

Q.—By you? <A.—Byime. They 
were made by me in the Bill, and it 
went through as amended under the 
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name of the Canadian West. ‘This 
was in 1905. (Exhibit 703.) 

Q.—Then exhibit 704 is the last 
Act that the North American Life 
obtained? A.—The last Act of the 
North American Life. 


Q.—And attached to the Bill is the 
memorandum that you prepared on 
matters that you thought should be 
brought to the Minister’s attention? 
A.—yYes, precisely. 

Q.—Then something was said by 
Mr. Macdonald of the Confederation 
Life as to any action taken by you, 
was there not? A.—Yes. 

Q.—And in consequence of that you 
produce a file of correspondence with 
him? A.—A file of correspondence. 

Q.—Showing the attitude you took 
at that time regarding some of the 
real estate investments? <A.—Yes. 
(Exhibit 705.) 

Q.—And since the Monarch Life 
Insurance Company was examined 
you wrote the president as per the 
copy produced, and attached is the 
reply A.—Attached is the reply. 

Q.—Would you just state, without 
reading the whole letter, the points 
that you drew the president’s atten- 
tion to? A.—Well, I might say that 
IT could do it more quickly and accur- 
ately by reading it. (Witness reads 
letters, exhibit 706.) Before the let- 
ter was sent some change was made 
in the last paragraph which does not 
appear in this, which I will rectify. 

Q.—Then you can read the answer? 
A.—Yes. (Reads answer.) 

MR. HELLMUTH: Q.—From whom 
is that letter? A.—From Mr. Gor- 
don, the president of the company. 

MR. TILLEY: Q.—I thought it 
was proper to show the opinion the 
department had as to the changes 
that they are making. 

MR. LANGMUIR: Q.—Is the of- 
fice in Winnipeg? 

MR. TILLEY: I think in Winni- 


eg. 
: WITNESS: The power of attorney 
on file in our office says Toronto. 

Q.—But in fact—— A.—I believe 
in fact it is in Winnipeg. 

Q.—Whether it is legally in Win- 
nipeg or not is another matter, but 
the operations are carried on from 
there? A.—Yes. 

Q.—Have you the memorial that 
was handed to the Commission by the 
Life Officers’ Association? A.—Yes. 
I have read it. 

Q.—The Life Managers I mean? 
A.—Yes. 
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Q.—They call themselves the Can- 
adian Life Insurance Officers’ Asso- 
ciation. The first subject taken up 
by the Association is the question of 
publicity, giving more detailed infor- 
mation as to the conduct of the com- 
panies’ business. Have you anything 
to say with regard to that? Any 
remark you would like to make? A. 
—Well, I do noti understand what the 
Life Managers mean by more pub- 
licity. They do not specify what it 1s 
as far as I remember. 

Q.—You mean you would like to see 
the form that the Life Officers recom- 
mend adopting? A.—Yes. 

Q.—And then be able to form a 
more accurate opinion as to whether 
that was bringing out or tended to 
bring out the facts that should be 
disclosed? A.—Precisely. 

Q.—The second clause related to 
non-forfeiture and surrender regula- 
tions, and recommended that they 
should be printed on the policy? A. 
—Fither in or upon it. Undoubtedly 
that is correct. 

Q.—That should be done? A.—That 
should be done. 


Q.—Then the third section related 
to investment powers. What do you 
care to say regarding the clause as 
recommended by the Life Officers’ 
Association? A.—The clause as re- 
commended by the Life Officers’ Asso- 
ciation is not very widely different 
from a clause which is contained in 
a draft bill which was put in 

Q.—Already filed ? A.—Some 
months ago. It would be on page 3 
of that bill, called alternative clause 
B. The bonds of any company in- 
corporated in Canada or elsewhere, 
which bonds are secured by a mort- 
gage to trustees or otherwise upon 
real estate and other assets of such 
company, and which real estate and 
other assets are of a market value at 
least twenty-five per cent. in excess of 
the amount of bonds so _ secured 
thereon. The Life Managers struck 
out those words—that is ‘‘and which 
real estate and other assets are of 
a market value at least twenty-five 
per cent. in excess of the amount. of 
bonds so secured thereon.’’ They 
want that omitted, and according to 
the way they put it, so long as they 
are secured by a mortgage upon real 
estate, it does not matter what the 
value of the real estate is. 

Q.—Leaving that entirely to the 
judgment of the company? A.—Yes. 
Of course it would be assumed that 
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the directors who are making invest- 
ments would enquire into that. 

Q.—For real estate investment? 
A.—Yes, and it says other assets as 
well. Well, I think the only differ- 
ence between the clauses apart from 
that, is the fact that the clauses, as 
drawn in this bill, provide that in the 
case of stock the company must have 
been paying dividends for five years, 
and in the case of debentures, the 
interest on the debentures—that 
there shall have been no default for 
five years, and the officers’ amend- 
ment reduces that to three years. 
These are the substantial differences 
between the two. 

MR. LANGMUIR: It is three 
years in the stocks, but no restric- 
tion at all in the debentures. 

MR. TILLEY: Yes, on the deben- 
tures there could be no default with- 
in the last three years. In the case 
of bonds secured by mortgage there 
is no limit. 

WITNESS: If they are secured by 
mortgage there is no limitation, but 
debentures which are not secured by 
mortgage—there must have been no 
default for three years, or in this 
clause five years. That is the differ- 
ence. 

MR. LANGMUIR: They further 
provide that where debentures were 
issued, or bonds, and formed a first 
charge upon the assets of the com- 
pany, and that company afterwards 
issued debentures or stock without be- 
ing included in the mortgage, that 
these might be taken if interest had 
been paid for three years? 

MR. TILLEY: Yes. 


_ MR. LANGMUIR: Would you be 
in favour of that? That was not in 
the Bill as, presented. 


MR. TILLEY: Oh yes, debentures 
not secured by mortgage would be a 
proper investment if interest had 
been paid for the three years preced- 
ing as they now recommend, or five 
years under this Bill? 

WITNESS: Yes. 

Q.—Stocks if they had paid divi- 
dends for five years? A.—yYes, three 
or five years. 

Q.—Five years under the Act as 
proposed some time ago, and three 
years as the recommendation is now 
made? A.—Yes. 

Q.—But where the bonds are se- 
cured by mortgage, then there was 
no limitation at all recommended. 
Was there a limitation on bonds se- 
cured by mortgage under the Act that 
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tation. 

Q.—So that they were the same in 
that respect? A.—Except the limita- 
tion that was required that the assets 
should be twenty-five per cent. in 
excess of the amount of debentures. 

Q.—The recommendation agrees 
with that draft bill in that there was 


no limitation as to location? A.— 


No limit whatever as to location. 

Q.—Hither inside of Canada or out- 
side of Canada? A.—No—I_ think 
there was a limitation: ‘‘where the 
companies were doing business’’—I 
think that was one of the limitations 
in it—no, I do not believe there is. 
I believe it is the same. 

Q.—You, I think, expressed your 
views on that Act before, on the old 
Act. Is there anything you would 
like to say now about this clause as 
recommended by the Officers’ Associa- 
tion? A.—Well, of course, I would 
prefer the old clause; that is, the 
five years instead of the three; per- 
sonally, I would have that preference 
because it would be just barely pos- 
sible to pay dividend out of capital 
for two or three years—three years— 
and so make the stocks eligible for 
purchase of that class which said they 
paid dividends for three years. It is 
less likely to be the case if that was 
put at five years. Then, on the other 
hand, the life officers, of course—I 
do not know whether they discussed 
that question of three or five years, 
but their view about it is that it 
takes away all the profit and that it 
would prevent them from dealing in 
anything but old securities. 

Q.—Which they regard as not be- 
ing so profitable? A.—Not so profit- 
able. There are less chances of large 
profit. 

MR. LANGMUIR: Q.—From your 
information and great knowledge of 
this matter of investment in connec- 
tion with the insurance fund, do you 
think there is any necessity for ex- 
tending the scope of the Act as it 
now exists? A.—Well, of course, the 
extension that is now asked for is 
very wide, but it is wide as it now 
stands. 

MR. LANGMUIR: I think so. 

MR. WITNESS: It is very wide 
now as it stands, and this limits it 
in one direction. As it stands there 
is no limitation now upon the pur- 
chase of the stocks of certain named 
companies. They may be purchased, 
the day after the company is floated, 
whether they have paid a dividend or 
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not. That would be curtailed by the 
new clause. On the other hand, there 
are certain named securities men- 
tioned in the Act, and, of ‘course, 
that would be extended to any secur- 
ity of any kind. Well, I would 
rather not see so sweeping a Bill, 
but then comes the question, how are 
you going to limit it? How are you 
going to select those that are desir- 
able and pass over others which may 
seem undesirable. It occurred to me 
that possibly the-directors of a com- 
pany, a good board of directors, are 
going to manage that better than’ 
anybody else, that it is impossible to 
fix it by legislation, and that some- ° 
thing must be left to the board of 
directors, and a competent board of 
directors, it appears to me, will al- 
ways make a safe investment, where 
an incompetent board will make poor 
investments, no matter how they are 
hedged round. 


Q.—Then the fourth clause deals 
with the question of rebate, which 
you have already expressed your view 
uponP A.—Yes. ; 

Q.—Then the fifth clause relates to 
a suitable gain and _ loss exhibit. 
Have you anything you would like 
to say with regard to that recom- 
mendation? It is suggested that 
British companies, members of the 
Association, might even retire from: 
Canada rather than make this gain 
and loss exhibit each year. A.—Well, 
of course, the Life Officers’ Associa- 
tion, having some of the managers 
of these British companies, would be 
in a position to speak with a certain. 
amount of authority upon that ques- 
tion, having knowledge upon it which 
I do not possess. I mean as to 
whether they would or would not be 
likely to retire from the field. Now 
there are two or three British com- 
panies that have licenses here to do 
life insurance and are doing it in 
conjunction with fire insurance, a 
license granted many years ago, such 
as the London, Liverpool and Globe. 
the North British and Commercial 
Union, these all have life insurance 
licenses, and as a rule they do not 
issue more than two or three or half 
a dozen policies a year. I am fairly 
well convinced that these companies 
would not likely continue. It would 
be, I take it, a misfortune if com- 
panies such as the Standard were com- 
pelled to withdraw, or the Pelican, 
but I think the Manager of the Peli- 
can intimated that his company 
would probably not withdraw. 
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Q.—You mean before the Commis- 
sion? A.—Before the Commission. 

Q.—Leaving out that feature of the 
matter what is your feeling regard- 
ing the propriety of having a gain 
and loss exhibit made each year? 
A.—It would have its uses certainly. 
It would be advantageous to have it, 
but on the other hand if they were 
to be published every year there 
would be an enormous amount of 
labor on the company to prepare it, 
and if it were to be published it 
would take a great deal of labor to 
get it ready for the press. It would 
take a great deal of labor to get it 
through the press, and it would make 
a very much more bulky book, and 
probably the report would be out 
even later than it is now. These are 
the objections to it, and it is not 
easy to see where the balance lies, 
whether it would be desirable to have 
it on account of these objections, as- 
suming that all the British companies 
would come into line. I take it it 
would not be desirable to have or to 
require such an exhibit as that from 
the Canadian companies and not re- 
quire it from the British companies 
also. It would be a discrimination in 
favour of the foreign countries. 

Q.—And the gain and loss exhibits 
would have to show the whole of the 
companies’. business? A.—The whole 
business. 


Q.—And could not be made to re- 
late merely to the Canadian busi- 
ness? A.—I think it could not be 
so. It must show the whole business. 


‘Q. Then there is added to that 
clause a recommendation that the 
Government form be revised. Then 
the sixth clause deals with the basis 
of computing the reserve liability on 
policies. What have you to say re- 
garding the recommendations made by 
the managers in that clause? A.— 
Well, I am not prepared to dissent 
from that recommendation as it is 
contained there but I want to make 
a few observations with regard to it. 
You remember the Winding Up Act. 
Take section 108 of the Winding Up 
Act, and it reads this way: ‘‘Upon 
the insolvency of any such company”’ 
—this is speaking of life insurance 
companies—‘‘and the making of a 
winding up order under this Act the 
policy holders in Canada shall be en- 
titled to claim for the full net values 
of their several policies at the time 
of the winding up order, including 
bonus additions and profits accrued, 
less any amount previously advanced 
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by the company under security of the 
policy, and such claims shall rank with 
judgments obtained and claims ma- 
tured on Canadian policies in the dis- 
tribution of the assets.’? Now, that 
makes a policy holder in every case 
a creditor for the full net reserve 
value of his policy. Now, I take it 
if a company goes into insolvency or 
is put into insolvency, or desires to 
retire from business, in one view of» 
the case, and in the policy holders 
view of the case, there ought to be 
funds there sufficient to pay every 
policy holder his full net reserve 
value. That can only be the case if 
there is no deduction made from the 
reserve. They must all be valued in 
that way, and so in one sense it ap- 
pears to me that a‘ company may 
fairly be regarded as insolvent unless 
it possesses the full reserve. On the 
other hand it is probably a very well 
known fact that. any company whose . 
business on the. books is good busi- 
ness desiring to retire from business 
could have that business taken over 
at a considerably less amount than the 
full reserve value; that is to say that 
the good will of the business is worth 
something. Another company taking — 
it over would be willing to pay what 
it would be necessary to pay to get. 
that business on its books, and that 
would be a considerable sum. Now, 
as I understand it the reduction which 
is proposed to be made would not ex- 
ceed the amount of commission which — 
would be paid by another company 
and so I think that reduction may 
be regarded as justifiable. 

Q. What you point out is that by 
the company’s annual statement it 
might show its inability to pay all 
the policy holders the claims that the 
policy holders have under the section 
that you have read? A.—It might. 


Q.—But on the other hand you 
point out that there is an asset not 
set out in the statement at all? A.— 
Not set out in the statement at all. 

Q.—In the shape of good will? A. 
—Good will. 


Q.—Or the cost of getting business? 
A.—Exactly. 

Q.—That would be reported to a 
company by any other company buy- 
ing its business? A.—-Any other com- 
pany buying its business. That is 
upon the assumption of course that the 
business of the company is good busi- 
ness, 


Q.—And you think that is an act 
that could be received by the company 
or by the liquidator even after a 
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winding up order was made? A.— 
Yes. 

Q.—For the purpose of getting the 
reinsurance ? A.—Yes, one of the 
_ duties of the liquidator is to endeavor 
to reinsure the business. 


Q.—And the fact that a company 
has come to grief does not injure the 
chance of being able to insure very 
materially, you think? A.—Oh no, I 
do not think it. 


Q.—The reputation of the company 
does not play much part in that? 
A.—No. The reinsuring company 
would examine and see the nature 
of the business, and if it was good 
business they would be very glad to 
take it. 

Q.—Just like taking a stock in 
trade? A.—Yes. 

Q.—Is there anything else on that 
subject? A.—Oh, I do not think 
there is, Mr. Tilley. 


Q.—Then the 7th clause deals with 
the publication of estimates. What 
does your experience lead you to say 
with regard to that recommendation ? 
A.—I would prefer to have estimates 
done away with altogether. The pub- 
lication of estimates would simply 
convert the Blue Book, which is is- 
sued from year to year, into a manual 
for the use of the agents, and it 
would be made use of for that 
purpose. It, of course, now may 
be made use of for such purposes, 
but as a rule it will be found that 
those estimates would be, probably. 
unfairly made use of by the agents 
of an opposing company. Each com- 
pany would, of course, naturally make 
use of and rely upon the estimate 
in its own company and would point 
out the weakness of anything else. I 
think in addition to cumbering the 
book very much—of course that is no 
very great difficulty—but for these 
reasons I would not be greatly in fav- 
our of it, of publishing those esti- 
mates. 

Q.—Do you think there would be 
any objection from the standpoint of 
giving some sort of approval to esti- 
mates by the Insurance Department ? 
A.—Yes, there is no doubt about that. 

Q.—That might be used by agents? 
A.—And it would be. 

Q.—And the proposed insurers be 
given an unfair impression as to the 
effect of the Government scrutinizing 
the estimates? A.—There is no doubt 
about that. Anything that appeared 
in the Government Blue Book would 
be made use of by the agent. The 
agent would say, this is the estimate 
published in the Blue Book and ap- 
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parently approved of by the Govern- 
ment and for that reason you may 
rely upon it. J think that is very 
objectionable. 

Q.—The same objection would hold 
good to any authority in the Super- 
intendent to say to a company that 
it cannot use such and such an esti- 
mate even if it is printed in the Blue 
Book or not, that when the estimate 


~ is used and not repudiated by the De- 


partment, that that might to some ex- 
tent sanction the propriety of the 
estimater A.—Yes, 

Q.—But on the other hand, persons 
who are going to take out insurance 
are always given estimates, whether 
they are issued by the Company or 
not? A.—They generally are. 

Q.—And do you or not, think it 
better ‘that. the company should issue 
official estimates rather than the 
agents be allowed to make such wild 
guesses at the estimates as they think 
proper? A.—That would, undoubted- 
ly;\ be better. Of course an official 
estimate issued by the company is of 
much greater value than the wild 
estimates that are often made by the 
agents. On the other hand there is 
just. that question. 


Q.—What is your idea when you 
said you would do away with estimates 
entirely? Would you think it a mis- 
demeanor for an agent to say to an 
intending insurer what he might ex- 
pect by way of profits? A.—No, I 
don’t think I would go that far. I 
say I would like to see them done 
away with. A great deal of damage 
is done by them and a great many 
policyholders have been misled by 
estimates. All the same, if you made 
such a law I don’t think that you 
could enforce it to prevent an agent 
giving an estimate. I think it would 
remain a dead letter. An agent will 
give an estimate any way. 

Q.—If he does not give it by direct 
quotation he can give it indirectly 
and accomplish the same result? A. 
—Yes, 

MR. KENT: That is, you could 
not make him speak the truth, by 
Act of Parliament? A.—No, you 
could not. 


Q.—I don’t think you could, either. 
A.—I entirely agree with that, Mr. 
Kent, that you cannot make a man 
honest by Act of Parliament. 


Q.—I .imagine there are some peo- 
ple who are never supposed to speak 
the truth. We may say auctioneers, 
principally, life insurance agents, 
and, perhaps, there is one of the pro- 
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fessions that is in the category. A.— 
That is hard on you, Mr. Tilley. 


MR. TILLEY: I cannot think 
what profession it would be, Mr. 
Kent, unless accountants? - 


MR. KENT: It could not be one 
of the learned professions. 


MR. TILLEY: Then, Mr. Fitzger- 
ald, what do you say as to clause 8; 
I suppose that is covered by the 
same answer? A.—The same answer. 

Q.—That is the question of illus- 
trating surplus allotted to policy 
holders. Then Section 9 recommends 
that the Annual Statement to the 
Government be submitted to the 


Board of Directors, and signed by ~ 


their direction. Then follows a re- 
‘commendation that it be subscribed 
to by a fellow or associate of the 
Institute of Actuaries of Great Bri- 
tain, or the Faculty of Actuaries in 
Scotland or the Actuaries’ Society in 
America, and further that it be sign- 
ed by two members of an incorporat- 
ed Society of Accountants, or rather 
two accountants, one of whom shall 
be a qualified member of an incorpor- 
ated society of accountants. What do 
you say to that, Mr. Fitzgerald? There 
are three matters here; take the 
first; what do you say as to the ad- 
visability or necessity from your ex- 
perience of having the Annual State- 
ment presented to the directors -and 
sanctioned by them, authorizing that 
it be made the Annual Statement of 
the company? A.—I imagine in 
practice, though submitted to the 
directors, whatever is done is done 
upon the report of the managing 
director. JI do not think the direc- 
tors, as a rule, would criticize that 
report. 

Q.—I suppose that the idea is that 
it might lead to some criticism on 
their part if it had to come before 
them formally and be sanctioned by 
them? A.—That is the process, I 
understand, in Great Britain, that no 
statement is issued until it has been 
submitted to and approved by the 
directors. I cannot see any possible 
objection to it and if the companies 
really desire it I do not see any rea- 
son why it should not be adopted. 


Q.—Then what do vou say to hav- 
ing it subscribed to by an actuary? 
A.—There is no objection to that in 
the world, but I do not know that 
there is any great utility in it. I 
suppose the actuary who makes the 
valuation would be quite willing. on 
every occasion to put his name to it. 
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I should suppose so. Of course in 
making up these returns ‘they are 
usually sworn to, as you will remem- 
ber, by the president or vice. presi- 
dent on the one hand, and the secre- 
tary, actuary or manager, on the 
other hand. As a rule these persons 
who subscribe to it are not familiar 
with the details of the statement. 
They will get the reserve liability 
from the actuary. The amount of 
real estate they will get from the 
clerk in charge of that particular 
branch and his figures will always be 
taken. I do not know that any very 
much greater security will be given 
by what is mentioned here. It will 
make it necessary, however, that 
every company have an _ actuary, 
either permanently or one who will— 


Q.—Be sufficiently conversant to 
make up the Annual Statement? A. 
—Yes, and that will be a distinct ad- 
vantage, because there are some com- 
panies now that have no actuary and 
someone having no actuarial know- 
ledge at all will prepare and value 
the policies. 

Q.—So that you think that if the 
requirement would lead to the com- 
panies being compelled indirectly to 
keep actuaries in the office that. that 
would be an improvement? A.—Cer- 
tainly, it would be a distinct gain, 
I have no doubt. 

Q.—And do you think it could be 
regarded by any company as a hard- 
ship? A.—No, not the requirement 
as it is here. It might be a hard- 
ship on a young company to be com- 
pelled to employ a permanent actu- 
ary, and because actuaries are, as a 
rule, tolerably high-priced men, but 
if it is only for an actuary to value 
the policies at the end of a year, then 
there could not be any objection to 
it on that ground. 

Q.—Then the final recommendation 
is that there should be two auditors 
sion, one to be a qualified member 
of an incorporated society of account- 
ants. What do you say about that? 
A.—It would go for greater security, 
greater accuracy in the statements I 
have no doubt. 

Q.—And you think that an improve- 
ment? A.—lI. think, so; Certainly 
from a Government standpoint there 
is no objection to it and as I said be- 
fore, if the companies desire it, by 
all means let them have it. 

Q.—Then Clause 10 relates to the 
amalgamation of companies and re- 
commends that some simplified mode 
be provided by statute whereby two 
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companies may amalgamate? A.—In 
the English Act of 1870 there are cer- 
tain prpvisions with regard to the 
amalgamation of companies or one 
company taking over another, and it 
seems to me that it would be desir- 
able to have in the law an enactment 
of that character. There could be no 
difficulty arise as to the jurisdiction 
of the Dominion Parliament to pass 
such an Act to deal with companies 
incorporated by the Dominion Parlia- 
ment, companies under Legislative 
authority of that Parliament; but 
there might be a difficulty arise if a 
company was incorporated by a Proce 
vincial Legislature and another one 
incorporated by the Dominion. The 
question is whether. the Dominion 
Parliament could deal with a case of 
that kind. As dealing with Dominion 
companies it would be, I think, a dis- 
tinct advantage and there could not 
be any objection to its being done. I 
think I have the English clauses here; 
they are Sections 14 and 15 of the 
Act of 1870. 

Q.—Then ‘11 simply relatep to a 
trust company instead of two trustees, 
which, I suppose, is somewhat of a 
formal matter, merely? A.—That is 
contained in the draft bill, recom- 
mended by me some two or three years 
ago, . | 

Q.—Quite so; I think you mention- 
ed that before. Then paragraph 12 
relates to provincial and municipal 
licenses and taxes and so on. Have 
you any remark that you care to make 
on that? A.—It is something quite 
beyond the control of the Dominion 
Parliament. The Provincial Govern- 
ments levy what taxes they please 
and so do municipal corporations. I 
do not think there is anything which 
could (be done by legislation in the 
Dominion Parliament that would be 
of any avail whatever. 

Q.—I suppose that is not a subject 
that you have given much thought 
to; as it does not come under your 
jurisdiction in any way? A.—No, it 
does not in any form. 

Q.—Then the 15th Clause recom- 
mends the incorporation of the Life 
Officers Association. Havel you 
thought of the benefit or the detri- 
ment of that being done? A.—Well, 
before one could definitely express 
an opinion as to that, one would like 
to know what. it is they propose; 
what authority they would be sup- 
posed to have; because the Life Of- 
ficers’ Association always has been re- 
garded, since it was formed, as a 
consultative body. I certainly con- 
sult them on any occasion when any 
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question regarding the interests of 
the life companies comes up. I have 
invariably. 

Q.—And your consulting them has 
not been influenced at all by the fact 
that they are not incorporated? A. 
—Not at all. 

Q.—Or not a legal entity? A.--- 
Not the slightest whatever. I do not 
know what they propose. If their 
idea or their proposition is that they 
should have any control over the man- 
agement of the companies, I would 
not be prepared to assent to that. — 

Q.—I suppose the proposition 1s 
that they should have somewhat the 
same status with respect to insurance 
companies as the Bankers’ Associa- 
tion has with regard to bankers. You 
remember that the Bankers’ Associa- 
tion is incorporated under the Bank 
Act? A.—No, I think they have got 
distinct incorporation, a separate 
Bill. 

Q.—Probably by a separate Bill? 
A.—And if this body is to be incor- 
porated it should be by a, separate 
Bill and not under the Insurance Act. 

Q.—Having generally the objects 
that the Bankers’ Association has in 
respect of ‘banks, what would you say 
then to incorporation of the Officers’ 
Association? A.—I would hardly like 
to express an opinion on it, until I 
saw in detail what they proposed. 

Q.—Before expressing the view you 


would like to see a draft of the Bill 
that they proposeP. A.—Yes. 


MR. LANGMUIR: Q.—If£ you will 
allow me to go back to the investment 
clause. It is claimed by some com- 
panies, perhaps two or three, that they 
have rights and privileges in excess 
of the Insurance Act, more particular- 
ly ine respect to investments. Has 
the Department acknowledged general- 
ly that they have that right? A.— 
The correspondence with reference to 
that matter is in. Not to-day, but 
put in in March last. An opinion 
was obtained from the Department of 
Justice with regard to it. There are 
just two companies, the Canada Life 
and the Sun. The opinion of the De- 
partment of Justice has been com- 
municated to both Companies. They 
do not entirely agree with that opin- 
ion, so it may be stated that the 
rights of these companies may be re- 
garded as still unsettled. . 

MR, TILLEY: Then, Mr. Fitzger- 
ald, you have also read over the me- 
morial of the Life Underwriters. 
Many of the subjects dealt with by 
them have already been discussed un- 
der other headings in the Managers’ 
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remarks. For instance, rebating has 
been discussed. The chief subject 
dealt with by the Underwriters is that 
of commissions and the limitation of 
expenses. I would like to know what 
your view is with regard to that? 
A.—I am not prepared to say that 
I have formed any decided opinions 
with reference to the limitation of 
expenses. That is what you mean? 

Q.—Yes? A.—From the Agents’ 
standpoint, if the commissions are cut 
down the agents say they cannot live. 
That might result in some of them 
having to leave the business and z0 
at something else. Should that be 
done of course it would leave more 
for the agents that remained. A lower 
commission might, in that way, en- 
able those who still followed the pro- 
fession of agent, to live; but if the 
same number of agents remained who 
are now in the field and: the com- 
missions were cut in two, I do not 
‘know how they really will make a liy- 
ing. But that is apart altogether 
from the question as to whether it 
ought or ought not to be cut down. 
In one sense the commissions are en- 
tirely too much, looking at it from 
the policyholders point of view, and 
that is the view from which I prefer 
to look at it. There is no reason, if 
it can be avoided, why the expenses 
should be so great. 

Q.—Then other than that general 
way you have nothing further that 
you want to say on that? A.—No, 
I have not. 

Q.—Then we have dealt also with 
the matter of publicity. The memor- 
ial deals with deferred profits or divi- 
dends. What have you to say on that 
subject? A.—The question is whether 
there should be an annual account- 
ing P 

Q.—Yes, or quinquennialP <A.— 
-Yes, or later on. The interest of the 
company, in one way, has always got 
to be looked at. The making of an 
annual accounting would involve a 
great deal of labour and if the results 
of that accounting are to be communi- 
cated to the policyholders, it would 
create an enormous expense as well as 
preparing the notices giving the 
amount to each policyholder, and of 
course every expense comes out of the 
policyholders in one way or another. 
The question is whether the advantage 
would be sufficiently great to counter- 
balance that inordinate expense, for 
that it would be. Now, once in five 
years would strike me as desirable. 

Q.—And should be required, do you 
think? A.—Yes, it should be requir- 
ed, but, so far as Canadian business 
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is concerned—how would that operate 
in the case of foreign companies? 
We would have, to get at the result, 
to account over their whole business, 
to take an account of their whole 
businesy. 

Q.—You rather question the prac- 
ticability of carrying that out in re- 
gard to a company that by its own 
law is not required to distribute at 
that time? A.—Yes, 

Q.—Other than that feature of it, 
you regard it as being a desirable 
thing to require the profits to be al- 
lotted at least every five years? A. 
—It seems so to me; at least every 


' five years. 


Q.—What would you say as to the 
advisability of having standard poli- 
cies? A.—In my view there would be 
no necessity for that. I don’t think 
that anything is to by gained by hav- 
ing standard forms of policies. I 
fail to see why a company should not 
put in its contract, so long as the pol- 
icy holder understands ‘what it is, 
precisely what provisions they see 
t. 

MR. KENT: But the average pol- 
icyholder does not understand what 
the conditions mean. A.—And, Mr. 
Kent, the, average policyholder will 
not understand the standard policy. 

Q.—That is true? A.—He will 
know just about as much about the 
one as he knows about the other. 
The average policyholder relies upon 
what the agent tells him, and it does 
not appear to me that there would be 
any, advantage in having standard 
forms of policies. 

MR. TILLEY: Then there is the 
recommendation as to publicity which 
you have already discussed, but the re- 
commendation with regard to that 
ends with the clause as to the yearly 
report of the Superintendent of In- 
surance, or the Blue Book, not being 
delayed until September. What do 
you say about that? A.—Every ef- 
fort is made every year to get that 
out as quickly as that can be done. 

Q.—You have a letter on that sub- 
ject to the King’s printer? ey, 
letter to the King’s printer, Dr. Daw- 
son, and the reply of the acting 
King’s printer. Shall I read it? 

Q.—You may. A.—(Reads_ letter 
dated November 10th.) To that the act- 
ing King’s printer replied on the 14th 
November (reads). (Both letters filed 
as Exhibit 707.) That would be on 
the 15th November that some of the 
books were to be delivered and we 
did get some copies on the 15th No- 
vember, but as yet the whole of them 
have not been received. 
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Q.—Then is there any other matter 
that you desire to mention, Mr. Fitz- 
gerald?. A.—No, 1 don’t think there 
is at present. As soon as I have seen 
what the proposition mentioned in 13 
here really is— 

Q.—That is to say if there are forms 
of returns submitted by the Man- 
agers’ Association, or anything that 
shows more in detail what they have 
in view in their different recommen- 
dations, you would like to consider 
them? A.—Yes, 1 would like to con- 
sider them. 


MR. TILLEY: Then I wish to state 
that the memorial that the Policy- 
holders’ Association promised to send 
in has not yet been received; other- 
wise 1 would have mentioned it to 
Mr. Fitzgerald. I state that as ex- 
plaining why he has not been asked 
with regard to it. 


MR. HELLMUTH:  Q.—Touching 
first, Mr. Fitzgerald, on some of the 
points with which my learned friend, 
Mr. Tilley, has dealt, in reference 
to the Life Managers’ memorial, and 
your comments thereon. I under- 
stood you to say that you did not 
know what the Managers meant by 
more publicity. Have you no idea 
what that suggestion is as to, greater 
publicity? A.—Well, no, I cannot 
say that. I have. I don’t know what 
is in their minds. 

Q.—Did you read their verbal state- 
ments as contained in the Report of 
the Commission, about the methods 
followed in England in regard to pub- 
lication of every investment?  <A.— 
Of every investment? 

Q.—Yes, showing in greater detail 
than is shown in our Reports the 
changes in investments and the char- 
acter of investments? A.— Well, .I 
must say that I have not read that. 

Q.—Are you familiar with the 
method adopted by the English com- 


panies in the Board of Trade Returns - 


and the other Reports which one may 
almost call governmental? A.—Yes, 
I have. seen them. 


Q.—Would you say there was the 
same amount of publicity in the re- 
ports published in our Blue Book as 
is contained in the English Board’ 
of Trade returns? A.—-Well, in my 
judgment there would be greater in 
ours. In my judgment there is. 


Q.—Then your view would be that 
there was not any greater publicity 
required from the English companies 
under the various returns that they 
make than you have here in Canada? 
A.—T certainly would think not. 


6 EDWARD VII., A. 1906. 
(Wm. Fitzgerald, Recalled.) 


Q.—That would be the result of 
your investigations? A.—Yes. 

Q.—And you are, I suppose, aware 
that under the English methods the 
powers of investment by English com- 
panies are absolutely unlimited? A. 
—Well, almost unlimited. Occasion- 
ally by their own rules the companies 
hmit them. 

Q.—I am speaking so far as Gov- 
ernment control is concerned. There 
ig no control, you are aware, over 
the investment feature of the English 
companies? A.—There is not. 

Q.—And did you follow at all the 
very recent investigation that took 
place before a Committee of the 
House of Lords in England as to the 
terms on which foreign companies 


‘ should be admitted to do business in 


Kngland? A.—I don’t think I fol- 
Jowed the proceedings minutely, but 
I think I know what the result was. 
Q.—That is you. did not follow the. 
evidence as evidence? A.—No. 
Q.—But you followed the result? 
A.—The result. 


Q.—And' did you observe that the 


. English actuaries who gave evidence 


before that Committee urged that the 
foreign companies should be put on 
exactly the same footing as the Eng- 
lish companies, no greater restriction. 
Did you notice that as one of the re- 
sults?) A.—I don’t remember that. 

Q.—That seemed to me to be about 
the most important result of that 
Committee, dealing with the comity 
that prevailed in regard to insurance 
matters. You do not remember that? 
A.—I do not. I may say that I did 
not follow it closely as it was going 
on. I think, as a matter of fact, I 
was absent at the time, even from 
Canada, when that was going on. 

Q.—Then you cannot give us your 
opinion in regard to the conclusions 
that that Committee came to? A.— 
No, I cannot. 

Q.—Perhaps you are aware that 
they declined to place any restrictions 
on the foreign companies in regard 
to deposits or class of investment be- 
yond what already existed in regard 
to the English companies? A.—Yes, 
I think I became aware of that fact. 

Q.—I suppose you are aware that 
the reserve is not a subject of legis- 
lation in England as it is here, that 
is a company can reserve on whatever 
rate it likes in England? A.—Yes, I 
am aware that there is no rule such as 
there is here. 

Q.—That brings one to the question 
from whom did the limitation in the 
Act of 1899 emanate in the first place 
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as to reserves. Our Act of 1899. Was 
that from you as an officer of this Gov- 
ernment or did it emanate from the 
companies? A.—Well, I think I may 
say that it emanated from me, but it 
had been discussed, you know, for 
quite a length of time by the com- 
panies and had been spoken of by the 
companies. 

Q.—So may we call you the father 
of the 34 and 38 per cent. limitation 
of 1899? A.—No, there is no such 
limitation. There is no 3 per cent. 
limitation in the Act. 

Q.—Quite right; 4 and 33 I should 
have said. A.—I certainly drafted 
the original Act. 

Q.—And, I suppose, are prepared 
to take the responsibility for that 
suggestionP A.—Yes, I suppose so, 
certainly. 

Q.—It had your full approval and 
endorsement? A.—Certainly, and I 
drafted the Bill. 

Q.—That was pretty strenuously 
opposed on behalf of people who stat- 
ed that they represented the policy 
holders, was it not, that branch of 
the legislation? A.—My recollection 
is that that was opposed strenuously 
only by one company. 

Q.—Was there not an effort made 
on behalf of those who stated they 
were acting for policy holders at the 
time that that legislation came before 
the Committee of the House, point- 
ing out, amongst other things, what 
they claimed would be the injustice 
to the policy holders by~ such a 
change in the method of reserving? 
A.—There was a pretty full discus- 
sion before the Banking and Com- 
merce Committee. 

Q.—And you were made fully 
aware at the time, at all events, of 
the reason why the policy holders or 
those who said they represented them, 
and this one company—that is the 
Sun, is it not? - A.—The Sun, yes. 

Q.—Objected to the change in the 
reserve. You had those objections 
present to your mind at the time? 
A.—Oh, they were presented fully to 
the Committee. 

Q.—And you knew of them? A.— 
Certainly. 

Q.—They did not in any way alter 
or change your opinion as to the de- 
sirability of the legislation in the 
shape it ultimately took as to that 
reserve. A.—No, it did not. The in- 
terest rate was very low at that time; 
it is a mere accident that it went a 
little higher later. 
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Q.—We can hardly say a little 
higher ; a good deal higher, is it not? 
A.—Well, it is a mere accident. 

Q.—Do you really think that the 
periodical rise and fall in the rate of 
interest can be called a mere acci- 
dent, or is it a recurrence on which 
you can count as certainly as you 
can count on the sun rising and set- 
ting? A.—Oh, I don’t think so. I 
don’t think it is. 

Q.—You have not studied it 
through the past two or three cen- 
turies, how interest has risen and 
fallen? A.—No, I have not. 


Q.—You look upon it as a pure 
accident? A.—As a pure accident in 
that particular case that it went up. 

Q.—That it went up? A.—yYes, to 
the extent to which it did; at the 
time that was passed in 1899 I don’t 
think anybody could have foreseen 
the rise in interest which has since 
taken place. 

Q.—And I suppose you expect it to 
go down again? A.—TI have no doubt 
it will. 

Q.—And go up again? A.—And 
possibly go up again. But I think I 
may safely say that the general ten- 
dency is a lowering in the rate of in- 
terest. 

Q.—Then you are aware, of course, 
that that legislation would have the 
effect of taking away from the profits 
of the shareholders or the policyhold- 
ers? A.—That it would take away? 


Q.—Yes. A.—Well, I suppose of 
necessity it must do so temporarily. 

Q.—Absolutely as to those who die 
within any recent time after that legis- 
lation. Their policies must be reduced. 
That would be so, would it not? A.-- 
Their policies—perhaps so. 

Q.—Did it occur to you that it 
would have been more equitable to 
have spread the period for the reduc- 
tion in the rate of interest over a 
considerable time, so much of a_per- 
centage year by year? A. It" ts 
spread over a considerable time. 

Q.—It is made compulsory at a given 
date that the rate should be brought 
down? <A.—Yes. 

Q.—Did it occur to you that the leg- 
islation might have directed that vear 
by year one twentieth or one sixteenth 
of one per cent. should be reduced and 
no more? A.—I cannot sav that that 
was in my mind at all at the time it 
was done. 

Q.—That would have been much 
fairer, would it not, to the general 
body of policyholders if the reduction 
had been made in that manner ; it 
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would not have borne so heavily upon 
those policies that might become claims 
within a few years. A.—Those poli- 
cies that became claims within a very 
few years—there is no doubt of this, 
a policy that becomes a claim after it 
has been in force 5 or 10 years, there 
is a very small amount of premium 
paid upon that policy, and the return 
is very large in proportion to the out- 


lay and I am not prepared to say that - 


there is any so very great unfairness 
in what has occurred. However, that 
idea, if it was thought of by anyone, 
was not presented and it should fairly 
have been presented by those who were 
opposing the legislation . They never 
spoke of it. 


Q.—I do not think, Mr. Fitzgerald, 
that perhaps you quite mean that. You 
were not representing the interests of 
the companies; you were representing, 
I take it, as much the interests of the 
policyholders as anybody could. A.— 
Yes, to make it secure for the policy- 
holders; as secure as we could. 


Q.—And, therefore, any view that 
would be to the advantage of the 
policyholders, surely you would not 
say that you should not prevent it, 
you would not put it that way, would 
your A.—No. 

Q.—Anything that would work out 
equitably for the policvholders would 
be a matter that would be your care 
and duty to present. A.—Well, I en- 
deavour, Mr. Hellmuth, on all occa- 
sions to do so. 

Q.—Quite so, but you put it the 
other way to me and I thought you 
made a slight mistake, when you said 
those representing the policyholders 
ought to have presented it. It did 
not occur to you? A.—wNo, it did not 
occur to me. 


Q.—Or you would, no doubt, have 
considered it, had it occurred? A.— 
Undoubtedly, anything that occurred 
to me would have been considered by 
me, 


Q.—Now, in regard to that legisla- . 


tion—and I am only dealing now with 
the class of legislation in reference to 
the reduction in the rate of interest, 
you understand, because there is a 
great deal more in 1899. A.—Yes. 


Q.—In regard to that who was at 
that time Deputy Minister of Finance ? 
A.—Mr. Courtney was the Deputy 
Minister of Finance. 

Q.—Was Mr. Courtney consulted as 
to that Bill in that particular by you? 
A.—I would not say that he was, ex- 
cept that, of course, he knew what was 
going on all the time. 


6 EDWARD VII., A. 1906. 


(Wm. Fitzgerald, Recalled.) 


Q.—I am not asking if he knew. I 
suppose he would knew that the Bill 
was to be introduced. What I mean 
is, had you consultation and discus- 
sion with Mr. Courtney, the Deputy 
Minister, as to that particular feature 
of that Bill and as to the effect it 
would have upon both the policyhold- 
ers and the companies. Ag -IN Qos 
don’t think I ever consulted Mr. 
Courtney with regard to it. 

Q.—Now, who was the Minister of 
Finance at that time? A.—Mr. Field- 
ing, the present Minister. 

Q.—Can you say whether in regard 
to that matter there was any consulta- 
tion or discussion with Mr. Fielding ? 
A.—I think there is here something 
that will show what was stated by Mr. 
Fielding. There is a paper here which 
has a portion of the discussion which 
took place in the Committee of the 
House.. 

Q.—Is this an exhibit? A.—No, it 
is not. 

im Q.—You put in my hands now the 

Insurance Press’’ a journal published 


in New York? <A.—Yes. 


Q.—Of date, this issue, June 28th, 
1899, and the article which is marked 
in it is, ‘‘Interest Question in Can- 
ada’’ Proposed Amendments to the 
Insurance Act discussed at a Confer- 
ence in Ottawa.’”’ It goes on to the 
third page. Do you say there is some- 
thing in this? A.—Mr,. Fielding was 
the principal spokesman there, as you 
will see. Mr. McCabe and others spoke 
and that is a fair account of what took 
place. 


Q.—This shows that Mr. Fielding, 
the Minister, was thoroughly aware 
of the proposed amendment in regard 
to this question of the reduction in 
the rate of interest. A.—Precisely. 


Q.—Were all these objections pre- 
sented to Mr. Fielding either in the 
Committee or at other times, I mean 
the objections that are made to the 
Bill, he was present, I suppose? A.— 
He was present, yes. 


Q.—So that Mr. Fielding, as well 
as Mr. Fitzgerald were at one in re- 
gard to the desirability of that par- 
ticular legislation at that time? A.— 
At that time, yes. One of the exhibits 
here contains letters from prominent 
financiers on interest rates. That is 
a document I read from largely my- 
self at the time. (Exhibit 690). 

Q.—This paper that Mr. Fitzeerald 
has handed me, the ‘‘Insurance Press’’ 
of 28th June, 1899, may, I think, go 


in, with your Honours’ permission 
(Exhibit 708). Has there been since 
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this time, any further effort by anyone 
for the introduction of a Bill to fur- 
ther reduce the rate of interest? A.— 
None. 

Q.—You are, of course, aware that 
voluntarily several of the companies 
have reduced the rate to 3 per cent.? 
A.—Yes, 

Q.—That has not been owing to any, 
not merely pressure, but even sugges- 
tion, from the Insurance Department? 
A.—No suggestion whatever, nothing 
of the kind. 

Q.—For that further reduction in 
any company, whatever it may be, 
there is no Governmental responsi- 
bility? A.—There is no Govern- 
mental responsibility. 


Q.—And no Governmental approval 
or disapproval expressed? A.—WNo, 
no Government disapproval or ap- 
proval. 

Q.—That is a matter for which the 
individual company must answer for 
itself? A.—Precisely. 

Q.—You stop with the legislation 
in 1899 in that respect? A.—Yes. 

Q.—And you have not, or have 
you, in contemplation any further 
legislation so far as your Department 
is concerned; reducing that still fur- 
there? A.—None whatever. It has 
not been thought of. 

Q.—As a matter of fact, whether 
by accident or by the natural recur- 
rence, the rate of interest would not 
have justified the requiring of a 
lower rate. A.—No, that is quite cor- 
rect. ; 

Q.—The companies, in fact, have 


been earning, as I have no doubt you: 


are &ware, an average of something 
close to 5 per cent., about 4.8. A.— 
Well, -beyond 44 I think, as a rule. 

Q.—On their total invested funds? 
A.—Yes. 

Q.—Or total funds, I may say, I 
suppose. So that they have been 
earning Over one per cent. more than 
the rate of interest required by the 
reserve? A.—yYes, I believe they 
have. 

Q.—And would I be right in saying 
that would, therefore, other things 
being equal, be a percentage which 
would go towards profits? A.—Yes, 
it should go towards profits. 

Q.—The company should have ac- 
cording to their own showing, one per 
cent. at least per annum available 
for profits, after having had enough 
to meet the interest on the reserve. 
‘A.—Yes. 

Q.—The required Government rate 
at its lowest figure? A.—Yes, unless 


(Wm. Fitzgerald, Recalled.) 


they wanted to use a little of it for 
extending the business. 


Q.—I am not dealing with that. 
If the business carries itself, that is 
to say, if the business is carried by 
the loading upon premiums, provision 
is made for it in that way, that one 
per cent. would be available for that 
purpose? A.—Yes. 


Q.—There are other sources of in- 
come, as, of course, you are aware, 
the saving in mortality and others? 
A.—Yes. 

Q.—And so one might reasonably 
expect that the companies—or those 
with large assets—would have a very 
large sum for profits after providing 
for the reserve, year by year. A.— 
They should have quite a large sum, 
yes. 

Q.—Do you think it would be just 
as reasonable, if there is to be any 
legislation in regard to reserves— 
that is as to the rate of interest— 
that there should be a prevention of 
their going below a certain rate as 
well as a prevention of the company 
going above a certain rate? A.—TI 
do not at the moment see whether 
there might be any objection to that 
step or not. You mean some of the 
companies are reserving upon a 3 per 
cent. basis. 

Q.—yYes, and, supposing they go to 
24 or 2 per cent. A.—Whether there 
would be any objection to legislation 
compelling them not to do so. That 
is your idea? 

Q.—Yes, compelling them to value 
—at the present moment, a company, 
as I understand it, must value its 
reserve upon, we will say, a 4 or 34 
basis, according to the time? A,— 
Yes. 

Q.—It must do so and it must show 
assets equivalent to that at least in 
order to be in a solvent condition, is 
that not so? A.—No, it is only re- 
quired to show assets in accordance 
with the requirements of the Insur- 
ance Act. It is not required to show 
a reserve upon a 33 per cent. or a 3 
per cent. basis. 


Q.—No, you misunderstand me. 
They have got to show a reserve upon 
4 per cent. during the period for 
which it is for and 33 for the period 
for which it is 34, and if they cannot 
show assets equivalent to that, they 
would be insolvent. A.—They would 
be insolvent. yes. 

Q.—Now, if they chose they might, 
as the Act stands, value their entire 
reserve upon a 2 per cent. basis? A. 
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—There is nothing in the statute to 
prevent them at present. 


Q.—And, therefore, you might show 
no real surplus or available assets for 
distribution amongst the policy hold- 
ers, if they did that; there is nothing 
to prevent them doing that. A.— 
There is nothing in the statute to 
prevent it. 


Q.—In that view I wish to ask you 
whether you think it reasonable that 
a company should be able to hold 
without disclosure surplus assets by 
taking a lower rate of interest for 
reserves than the Government re- 
quiresP You see a company has on 
the Government standing, we will say, 
a million of surplus assets, but by 
valuing its reserve on a basis of its 
own, 24 or 2 per cent. or 3, as the 
case may be, it does not disclose that 
surplus and the policy holders do not 
know that it is in a position to pay 
them profits, living fully up to the 
Government standard. Do you think 
that that should be possible? A.— 
Well, is that not a thing that will 
right itself, will not a company, in 
its own interest, be careful not to 
value its assets on too high a basis? 


Q.—In a sense you are arguing, 
but I have no objection to that at 
all. The position is this; today a 
company may value its assets or its 
reserve upon a 24 or 3 per cent. 
basis. It may five years hence, adopt 
the Government standard. It could, 
of course, do so. The policy holders 
of five or ten years hence may be 
large profit earners on what should 
have gone to the policy holders of 
five or ten years back. A.—I see your 
point, Mr. Hellmuth. 


Q.—Is it not reasonable that all 
these companies should have to value 
their reserves—as long as there is a 
Government standard—upon that and 
show all their assets or surplus assets 
whatever they may beP Does not 
that appear reasonable? A.—Well, 
there is an argument in favour of 
the policy holders, because that is in 
favour of the policy holders. 

Q.—In having it done that way? 
A.—Certainly there is. 

Q.—And could not the policyholders 
fairly judge then between the stand- 
ings of the companies; they would 
have them all valued on the same 
basis, and they would know that 
whatever surplus one company had it 
would be on the same basis as the 
surplus of another company? <A.— 
There is no doubt that that would 
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have its advantages. It certainly 
would have its advantages. 


Q.—So that you do not see that 
there would be any objection where 
there is a Government standard fix- 
ed, to having that fixed as a definite 
standard on which reserves were to 
be calculated? A.—You mean com- 
pelling them all to value upon that 
Government standard and not upon 
a higher P 

Q.—So far as the Government re- 
turns were concerned, that is so far 
as your Blue Book and statements 
were concerned? A.—Well, of course 
you know, Mr. Hellmuth, once in five 
years we are required, under the In- 
surance Act to value all those poli- 
cies and they are valued upon the 
Government standard and that result 
is published in the Blue Book. 


Q.—I quite understand that, but 
year by year that does not appear? 
A.—No, it only really appears once 
in five years in the case of each com- 
pany. 

Q.—It gets back to that, if there 
is a standard why should it not be 
a fixed maximum and minimum, a 
fixed rate and not a variable rate? 
A.—There is something ‘to be said 
in that view, Mr. Hellmuth, but there 
may be the other side of it which I 
am not prepared to present at the 
moment, 

Q.—Mr. Chairman, I have my 
papers at my room and if you would 
allow me to take the adjournment. 
now, if my learned friend has no ob- 
jection, \I would be able to go into 
the matter more concisely with Mr. 
Fitzgerald. 


JUDGE MacTAVISH: Very well, 
unless vou wish to return earlier, we 
will adjourn until 2 o’clock. 


(At 12.45 adjourned to 2 o'clock). 


AFTERNOON SESSION. 


MR. HELLMUTH: Q.—You have 
spoken of the legislation of 1899 in 
so far as the rate of interest was re- 
duced in respect of the reserve. Now, 
with regard to the clauses in that 
legislation dealing with investments, 
were those clauses inserted at your 
suggestion or notP A.—Well, the 
original draft of that bill was made 
by me, but it was varied and modi- 
fied in several ways before it came be- 
fore the Committee. 

Q.—Was that at the instance of 
representations made by the com- 
pany? A.—yYes. 
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Q.—And the powers’. eventually 
given were wider than those of the 
original draft, were they not? A.— 
Yes, I think so. There is a draft 
iy the original Bill which is here on 

e, 

Q.—I do not want to go into it in 
detail, but the companies were anx- 
ious to have wider powers? A.— 
Wider powers of investment. They 
certainly were. 

Q.—Now, in respect of investments 
there is undoubtedly under the Do- 
minion legislation a legislative con- 
trol exercised over the companies by 
these clauses? A.—By these clauses, 
yes. 

Q.—In that respect quite different 
from the English system, is it not? 
A.—Yes, that is correct. 

Q.—That is to say under the 
English system the companies can in- 
vest in whatever they choose? A.— 
Pretty nearly so. It is covered by 
their— 

Q.—Unless if they make any re- 
strictions, they are restrictions of the 
companies themselves? A.—Yes. 
Under their articles of association 
they fix all that, matters of that kind. 


Q.—When the Government does lay 
down a class of securities in which 
companies may invest, you recognize, 
of course, that they take a consider- 
able burden upon themselves. They 
have taken it out of the control of 
the directorate of the companies and 
fixed the standard? A.—Yes. 


Q.—They fix the standard? A.— 


‘‘Bevond this you 
cannot go?’? A.—Yes. 

Q.—And it becomes then of very 
vital importance, does it not, to scrut- 
inize carefully what investments should 
or should not be permitted ? A.— 
Oh, it is an important thing, cer- 
tainly. 

Q.—It is an important feature? A. 
—Certainly. 

Q.—It is a feature that becomes the 
duty of the Government or those to 
whom they may intrust that matter, 
to ascertain what is a proper class of 
security? A.—Yes, certainly. 

Q.—Why did the Government, when 
dealing with insurance funds, treat 
the investment of them in a different 
way from other trust funds? Why 
did they widen the powers? 

MR. SHEPLEY: Pardon an inter- 
ruption. It is just a question of 
terminology. You speak of the Gov- 
ernment and you mean Parliament. 


MR. HELLMUTH: I mean Par- 
liament. I accept that suggestion. 
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Q.—At whose advice or at whose in- 
stance did Parliament decide, when 
exercising a control over investment 
at all, the investment of insurance 
funds in a different way from the in- 
vestment of trust funds? A.—Well, 
that is rather a broad question. 

Q.—It is. I admit itp A.—And I 
am not prepared to say at whose in- 
stance it was done or why it was done. 

Q.—Was it at your instance? A.— 
No, it was not. You will find that 
originally every company when ap- 
plying for an Act of Incorporation 
have the investment powers set out 
in that Act. 

Q..—Quite so, I quite understand 
that? A.—And it was not until—I 
believe it was in 1899 that these 
clauses were added. 

Q.—But in 1899 the parliament laid 
down a definite class of securities in- 
tended to apply to all companies 
equally, in regard to which it might 
make investments? A.—Well, not to 
all, because you will find there are 
certain companies excepted from it, 
which had certain wider powers. 

Q.—I quite understand that. Those 
companies that had wider powers be- 
fore— A.—Yes, they were not taken 
away from them. 

Q.—But in regard to all companies 
whose powers at that time were not 
wider, and as future companies might 
come into being, the Parliament of 
Canada subscribed a standard for in- 
vestment? A.—Yes. 

Q.—Now, can you give me any 
reason why that standard should be 
broader and wider than the standard 
fixed ordinarily for the investment of 
trust funds? A.—It is not entirely 
admitted that trust funds and insur- 
ance companies funds stand upon the 
same footing. 


Q.—That is a very good reason. 
Do you or do you not as the Superin- 
tendent of Insurance view the funds 
of an insurance company as trust 
funds? A.—To a certain extent they 
are trust funds undoubtedly. 


Q.—Will you tell me in what re- 
spect they are not trust fundsP A. 
—Well, that is something that I 
would not undertake, to try to define 
to what extent they are not trust 
funds. I would not undertake to do 
it. 

Q.—They are, save the trifling 
amount of capital, they are all the 
funds of policy holders entrusted to 
the company. Is that not so? A.— 
In what sense now do you mean? 

Q.—I mean that they are not the 
funds of shareholders? A.—No. 
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Q.—Or the funds of the individuals 
who manage the company? A.—They 
are not. No, they do not belong to 
either one or the other. 


Q.—They are not like the funds of 
a trading corporation, or an ordinary 
commercial corporation, that is ‘so, is 
it not? A.—An ordinary trading cor- 
poration P 

Q.—Yes. They are not like the funds 
of an ordinary trading corporation in 
which the various shareholders ard 
partners in the enterprise and put in 
their money for the purpose of trad- 
ing? A.—No, they differ from that 
undoubtedly. 

Q.—They are funds over which, 
while the company has control, the 
aim of those wha deposit them is to 
make provision for their families after 
death? A.—Yes. 

Q.—That is the objcet? A.—That 
is the object. 

Q.—Of life insurance? A.—Yes, 
that there may be funds in hand to 
pay the claims as they mature. That 
is undoubtedly the object. 

Q.—And the insurance companies re- 

quire a sufficient amount of what is 
called premium to be paid so that in 
the aggregate there will be additions 
made to that claim? A.—That is un- 
doubtedly the intention and the ob- 
ject. 
Q.—In what respect then have the 
companies in the handling of those 
monies any greater rights than an 
ordinary trustee would have in the 
handling of monies entrusted to him 
in your opinion? A.—Undoubtedly 
they would exercise greater powers 
over them. 

Q.—But I want you if you can to 
give me what the distinction isP A. 
—Between the funds of a company 
and ordinary trust funds? 


Q.—Yes? A.—Well, Mr. Hellmuth, 
’ I would not like to undertake to give 
a distinction between the two. 
Q:—You would not like to under- 
take to give that? A.—No._ 5 
- Q.-If there is no practical dis- 
tinction can you give me any reason 
why the powers of investment should 
be wider, assuming there is no prac- 
tical distinction, no distinction in 
principle between the funds in the 
hands of an insurance company and 
the funds in the hands of an ordinary 
trustee? Can you tell me why there 
should be wider powers of investment? 
A.—One reason I think would be 
this: if the insurance companies were 
limited to the funds in which trustees, 
say, under our Canadian Acts, might 
invest their funds, they never could 
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get them out. There would not be 
securities enough available. 

Q.—There would not in your judg- 
ment be securities enough available? 
A.—No, 

Q.—You have got to go beyond? .A.: 
—You have got to go beyond or you 
could not get the securities. 

Q.—Is that the principal or the 
main reason? A.—That is one very 
important reason and I would not say 
there may not be other reasons. 

Q.—But that is the one that sug- 
gests itself to you at this moment? 
A.—Yes, it would be an absolute im- 
possibility for the companies to get 
those securities such as trustees may 
invest in, sufficient to put their 
money out. 

Q.—You mean, of course, at suf- 
ficiently remunerative rates of inter- 
est?” A.—Yes. 

Q.—They could get the _ invest- 
ments, of course? A.—Well, possibly, 
but it would certainly be at very 
low rates of interest if they could. 

Q.—When you say very low rates 
of interest, somewhere about three 
and a half per cent.? A.—I do not 
imagine you could get them at three 
and a half per cent., and if you were 
going to take that class of security 
it would have to be at a lower rate 
of interest than three and a half, 

Q.—You do not think trust funds 
under such trustee acts as are in 
force in the various provinces, you 


_do not think an investment in that 


class of securities could be got at 
even as high a rate as three and a 
half by the insurance companies? A. 
—I doubt whether they could or not. 

Q.—You know, of course, that 
there are a number of very large 
and important corporations, trust 
corporations they are called. that do 
invest very large funds strictly un- 
der the provisions of the trustee act? 
A.—Yes. Well, even the trust com- 
panies that invest their funds do not 
go to anything like the amount that 
the insurance companies do. 

Q.—I did not say that, but you 
know they do invest their funds, very 
large funds sometimes, in that way, 
running into many million dollars? 
A.—I presume they do, but I have 
no personal knowledge of the extent 
of the investment of the trust funds. 

Q.—Nor have you any knowledge 
of the rates of interest which the 
trust corporations average upon their 
investments? A.—No, I have not. 

Q.—Now what legislation outside of 
the Act of 1899 have you asked for? 


INSURANCE. 3231 


SESSIONAL PAPER No. 66 


10lst day, November 22, 1906. 


What further legislation, or have you 
asked for any? A.—Well, I have 
drafted a Bill in amendment to the 
Insurance Act. 

Q.—I understand so? A.—Of which 
possibly you may have seen a copy. 

Q.—That is the 1904 one? A.— 
Yes. 

Q.—The end of the sessionP A.— 
It never was introduced. 

Q.—Did that Act embody every- 
thing that you thought necessary in 
order to sufficiently meet the situa- 
tion? A.—At the time it was draft- 
ed I thought it did. 

Q.—At the time it was drafted you 
thought everything that was neces- 
sary was in it? A.—Yes. 

Q.—At that time you considered 
that your powers were not wide 
enough when you drafted that Act? 
A.—Well, that particular Act does 
not enlarge the powers of the super- 
intendent very much, I think. 

Q.—Do you or do you not consider 
that the powers you have are suf- 
ficiently wide? Have you sufficiently 
wide powers? A.—I think possibly 
there are certain amendments that 
might be made profitably and proper- 
ly, giving wide powers. 

Q.—Why did you not ask for them 
before? A.—The necessity for them 
did not seem to have arisen. 

Q.—Then the necessity did not 
seem to have arisen until after the 
beginning of this investigation? A. 
—Until about the time 

Q.—Of the appointment of this 
Commission? A.—Or a little prior 
to. it. 

Q.—Shortly prior to it? A.—Short- 
ly prior .to it. 

Q.—You did not think prior to that 
that the necessity for wider powers 
in the department had arisenP A.— 
No. There is a Buill—probably you 
may have a copy of it. It was draft- 
ed, and the one that I referred to— 
that embodied everything that I 
thought was desirable just at that 
time. ‘ 

Q.—That, though, as you say, did 
not very largely, if really at all. 
increase your powers? A.—No, it did 
not. 

Q.—So that at the time that Bill 
was drafted you had not been im- 
pressed with the idea that the Super- 
intendent of Insurance should have 
wider powers? A.—No. 

Q.—Though your powers were at 
that time practically limited, so far 
as power was concerned at all events 
to declare a company insolvent—— 
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MR. SHEPLEY: Are you putting 
that as a construction? 

MR. HELLMUTH: Yes, I am as- 
suming that. 

Q.—Would that be correct, that 
your powers, so far as any carrying: 
out of them was concerned, were 
limited to declaring that a company 
must cease to do business because 
it was insolvent? You could not 
stop a company any other way? A. 
—That is the only ground. 

Q.—You could not, nor could the 
department, withdraw either per- 
manently or temporarily, the license of 
any company, or order it to cease 
to do business unless practically it 
was insolvent or failed to make the 
returns? A.—Yes, I think there was 
a clause of that kind. 

Q.—But if a company was, in your 
opinion, conducting a business on un- 
fair or erroneous lines, you had no 
power over it under the Insurance 
Act as it stands? A.—No. 


Q.—As long as it was solvent? A, 
—As long as it was solvent. 

Q.—That, was the construction you 

yourself placed upon the Act? A.— 
That was the construation. Under 
section 29 of the Insurance Act, un- 
der the heading “Forfeiture and re- 
newal of license’? there is this pro- 
viso: ‘‘When satisfactory proof has 
been furnished to the Minister of an 
undisputed claim,’’ ete. (Reads 
clause. That is sections, 29, 30 
and 31. 
_ Q.—As I put it to you, no matter, 
in your, opinion or in the opinion of 
the department, how vicious in prin- 
ciple might be the methods adopted 
by an insurance company, you have 
no right to stop them doing business 
and to say, ‘‘We won’t have you do- 
ing business on those lines’? A.— 
There is no power under the Act to 
stop it. . 

Q.—And was it by reason of that 
view you took of the Act that you 
did not inquire at all into such ques- 
tions as the ratio of expense of com- 
panies to their income? A.—The 
ratio of expense to the income. 

Q.—Yes. You never did that? A. 
—No, I did not do it, and there was 
no provision in the Act, if I had done 
it, that I could take any action in 
respect of it. 

Q.—I quite understand that.- It 
will save considerable time if we 
can get at some general principle—I 
mean so far aS my examination is 
concerned. I do not want to go over 
what has been done. and thoroughly 


3232 ROYAL COMMISSION ON 


10lst day, November 22, 1906. 


done in most respects—in all respects 
I would say as far as I have followed 
it—in what you did not do, but the 
reason for whatever omissions in the 
way of inquiry in regard to the 
workings of the companies, and how 
they were carrying on their business 
from time to time, was on account 
of the view you took that you could 
not remedy this is you did A.— 
There was nothing that I could do. 

Q.—Is that a correct way to put 
it, that you never made an enquiry 
to see—take an instance of how the 
expense ratio of the Canadian com- 
panies compared with the expense 
ratio of British.or American compan- 
ies. You made no such inquiry? A.— 
No, I think I made no such inquiry. 
I do not know that I am prepared 
to say that just as you do that it was 
because—just how did you put it 
again P 

Q.—I said because an inquiry of 
that character would not have helped 
you at all in enforcing your views, 
if you had come to any, upon the 
companies? A.—Yes, I had no power 
to do anything with it if J had. 

Q.—Is that the reason? A.—That 
is probably the principal reason. 

Q.—You said, for instance, in one 
portion of your examination on page 
37, that you had no power to compel 
the getting of valuations for real 
estate? A.—No. 

Q.—I am just giving you an illus- 
tration? A.—Yes. 

Q.—And therefore you did not 
make any effort to get that? A.— 
No effort. Well, in a few imstances 
I simply took the law into my own 
hands and did get them. 

Q.—Well if you took the law into 
your own hands and did get them, why 
did you not take the law into your 
own hands in other cases? I do not 
mean in the valuation, but in other 
cases, where you had ground for think- 
ing any given company was not prop- 
erly conducting its business? A 
Well that is a difficult question to an- 
swer. I am not prepared to give an 
answer to it. 

Q.—I am quite sure you would say 
you did not intend to discriminate 
against one company or another? A. 
—That is undoubtedly the fact. 


Q.—Why did you not ask the De- 
partment of Justice, to which you went 
on some occasions, for any view from 
them as to what your powers were, or 
did you rely on your own construc- 
tion? A.—Well I certainly did rely 
almost wholly on my own construction 
of the Act. 
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Q.—When first can you say it struck 
you that it would be desirable that you 
should get wider powers? A.—Well I 
cannot fix the date. 

Q.—Will you say just shortly before 
this Commission was appointed? A.— 
Well I would not like to fix that date. 
I may have had the idea for quite a 
long time before. 

Q.—If that be so why did you not 
ask for it? A.—There is a great deal 
of difficulty from time to time in get- 
ting bills through on account of the 
hurry. I do not say that there would 
have been any difficulty, but you see 
that Bill, the draft of which I have— 
I think you have a copy of it—— 
_,Q.—It is in as an exhibit? A.—It 
is in as an exhibit. That was prepared 
two years ago. 

Q.—But that Bill as you have your- 
self said did not practically give you 
any wider powers? A.—No, I do not 
know that it did give me any wider 
powers. 

Q.—Why did you not in that Bill, 
or in any other proposed draft, ask 
for these wider powers? A.—Well, I 
think the answer to that would be that 
until after that Bill was drafted the 
necessity did not seem to arise. I put 
in that draft which was prepared, ev- 
erything that I thought was necessary 
at that time. 

Q.—I think that some of these ques- 
tions arose as far back as 1902. That 
is my recollection. Was not the ques- 
tion as to Sao Paulo as far back as 
1902? A.—Oh I de not know how far 
back that was. 


Q.—I see it was back in September, 
1902? A.—That wa referred to the 
Department of Jutice, but their an- 
swer did not come for a very long time 
afterwards, I do not know how long 
but it was quite a long time after, 

Q.—Well there was no answer when 
you were being examined in March? 
A.—No answer? 

Q.—No. A.—Sao Paulo? 

Q.—Yes. A.—I think there is an 
answer but I am not positive when. 

Q.—I think there has never been an 
answer to that, if my _ recollection 
serves me right. 

MR. SHEPLEY: Q.—What com- 
pany was that in connection with? A. 
—It was the Canada Life. 

MR. HELLMUTH: I am wrong. 
You did get an answer to that in 1905, 
three vears after? A.—Yes, 

Q.—But at that time—I only gave 
you that as an instance—questions 
were coming up before you then as far 
back as 1902 as to investments. Did it 
not strike you then that some power 
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should be vested in your department 
in yourself as superintendent to say 
“I cannot permit of this security be- 
ing taken’’? A.—I do not know whe- 
ther that would be particularly desir- 
able or not, to have to leave to the 
Superintendent of Insurance whether 
they should or should not take a par- 
ticular security. I think it would 
probably be putting more upon the 
superintendent than he ought to be 
expected to attend to. 


Q.—Well there are certain penalties 
for doing things. You remember that? 
A.—Penalties for doing what? 


Q.—In your draft bill did you not 
propose certain penalties upon com- 
panies for infringements? A.—There 
is no penalty for making an invest- 
ment that is unauthorized. 

Q.—I do not mean for investments 
but for other things? A.—Any penal- 
ties that are there I think have been 
pretty strictly enforced. 

Q.—I understood you to say during 
your examination. that where there 
was a penalty you had no power to 
prevent even the act itself or the re- 
currence of such ian act; all you could 
do was to’enforce the penalty. You 
had no right to say “If you go on 
offending I will stop you?P”’ A.—I 
have no power to do it, 

Q.—Don’t you remember discussing 
that? A.—I do not think so, I do 
not remember any such statement as 
that. 

Q.—I read something in connection 
with the penalty clause which I will 
follow up in a minute. However you 
felt to some extent helpless to carry 
out what you thought would be a prop- 
er course at a time when a company 
was transgressing? A.—Well in re- 
spect of what? Indicate it, because I 
cannot answer it in that general way. 

Q.—For instance, take the. Manu- 
facturers Life in those investments? 
A.—Yes. 

Q.—Practically all that you felt you 
could do was to send in a report to 
the Minister. Was that not all? A. 
—Yes. 

Q.—You had no power to say ‘‘This 
must stop’’?? A.—No. 

Q.—That was the position?. A.— 
That was the position. 

Q.—Don’t you think there should’ be 
any power in the Superintendent of 
Insvrance in regard to matters of that 
kind which you, say were wrong— 
would it be too strong to say in regard 
to such a. transaction, flagrantly 
wrong? A.—It might be desirable to 
give the superintendent wider powers 
than he has in certain directions. 
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Q.—I want to know what you think 
about it. Do you want any wider 
powers? A.—Yes, I think I do. 

Q.—You do want wider powers? A. 
—Yes, I think I do. 


Q.—You have been superintendent 
for a great many years? A.—Pretty 
nearly twenty-one years. 

Q.—And if you can only say you 
think you, need wider powers, you have 
not really any strong opinion about 
itP A.—You know for a number of 
years wnen everything was going along 
smoothly, and everything of that kind, 
there would not appear to be any 
necessity for it. Later on things have 
arisen, or may have arisen, which 
would make it desirable that I should 
have wider powers. 

Q.—And now you would advocate 

wider powers? A.—I think I would 
advocate certain wider powers. 
_ Q.—I see on page 65 you are asked 
in reference to amendments in the 
Act of 1899, and the question is put 
to you, ‘‘I think it must have been 
before 1899, must it not, because it 
is not in the copy I have; at any rate 
it is an amendment since the general 
Act,’ and you answer ‘‘It is an amend- 
ment since the general Act.’? Then 
you are asked, ‘‘Was there any cir- 
cumstance that brought about that 
amendment ?”’ And you answer, 
“Well, just the circumstance that 1] 
have mentioned here. That was one 
of the circumstances at all events, 
where I asked for certain information, 
and although it was given to me, it 
was given reluctantly, and it was to 
meet that Case, and there have been 
other occasions of. a somewhat similar 
hature as much as to say ‘This is 
none of your business.’ That was the 
effect of it.’? Now, before 1899, when 
apparently on thaé particular occasion 
and on other occasions you had asked 
for information you say that the re- 
ply had* practically been ‘It is none 
of your business?’ A.—Yes. 

Q.—That is in your evidence? A.— 
Yes, very likely. That refers to one 
particular clause that was added here 
to the Insurance Act. 

Q.—That refers to one clause that 
ie added to the Insurance Act? A. 
ves, 


Q@.—Were there any other matters 
of a similar nature or character that 
required to be dealt with in your 
judgment? Was that the only one? 
A.—I do not think of anything else 
just at the present time. 

Q.—You did not think at all that 
it was necessary to have the companies 
forced to explain to you why their 
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expenses, for instance, were so high, 
that you should have a right to say 
“Tn what manner do you make out 
such a large expense account?’’ That 
did not occur to you? A.—No it did 
not. It did not occur to me that I 
was running these companies. 

Q.—I am not talking about running, 
I am talking about superintending, 
not running? A.—Yes. 

Q.—If you were to find that one 
company’s expense in ratio to its in- 
come was eighteen per cent. and you 
found another company with sixty- 
five percentage of expense to premium 
income, would you not think you 
ought to inquire into such a thing as 
that? A.—It is a case in which that 
company would not last long if it 
continued at that ratio of expense. 


Q.—I did not ask that, but would 
that not be a matter in regard to 
which you would think you would have 
a right to seek and get information? 
A.—I do not think under the law as 
it stands that I would have that right. 


Q.—I know you would not, but I 
am asking you whether you do not 
think it is a matter in which you 
should have the right? A.—Possibly 
so. There may be certain directions 
in which the Act might be very much 
strengthened and might be profitably 
strengthened. 


Q.—Are there not’'a number of mat- 
ters that suggest themselves to you as 
desirable that the Superintendent of 
the Insurance Department should have 
the right to get information if they 
desired it, the right to ask and re- 
ceive information if they desired it in 
regard to the workings of these com- 
panies? A.—There may be very many 
matters in which it would be desirable 
that they should have information. 


Q.—Who would be the person who 
would suggest to the Government or 
Parliament the legislation along such 
a line compelling information, except 
yourself? A.—I suppose I am the 
proper person’ from whom that infor- 
mation would be expected. 


Q.—That is that the Government 
and Parliament would have a right to 
say that if there was any information 
required from the companies which by 
law they should be compelled to give, 
Mr. Fitzgerald should lay that before 
them. That would be proper would 
it not? There is no other official who 


would do it of his own motion? A.—_ 


No. I presume there is not. 
Q.—Have you considered it neces- 
sary to make a study of the, shall I 
say science of life insurance, so as to 
ascertain what is sound and what is 
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unsound business in life insurance? 
A.—I would not claim to have made 
a special study of it. 

Q.—Has there been any legislation, 
general or special in regard to insur- 
ance that has not received your ap- 
proval or that has been passed over 
your protest? A.—From time to time 
bills have been passed to which I ob- 
jected, 

Q.—That is to say your views have 
not been carried out by the powers 
that were superior to you? A.—Yes, 

Q.—Does that apply only to the 
special acts, or to the general ingur- 
ance Act or amendments? A.—Well, 
the special acts as a rule. 

Q.—So that so far as the general 
Insurance Act, or amendments that 
have been made since your time, at 
all events are concerned, you have 
not anything to quarrel with in 
them? A.—No. 

Q.—Nor any protest lodged by you 
against them? A.—No, I do not 
think I have any fault to find with 
the legislation so far as the general 
Act is concerned. 


Q.—How many special acts have 
you protested against the provisions 
of? How many special acts have you 
protested against, either in whole or 
in part? A.—I could not tell you 
offhand. 

Q.—A number? A.—Quite a num- 
ber. . 

Q.—Protested against, of course, 
because you thought there was some- 
thing erroneous in principle in some 
clause or another? A.—Quite a num- 
ber against which I have. protested 
which were amended, some of them— 
there will be quite a number—against 
which I protested and they were 
withdrawn. 


Q.—And will you say a number 
against which you protested that 
were put through? A.—A few. 

Q.—Is that right? A.—yYes. 


Q.—So that we have the three 
classesP A.—Yes. 


Q.—Can you tell me the last act 
in regard to which you entered a 
protest which was put through? Give 
me one that was put through against 
your protest? A.—I would like to 
have time to think about it. They 
have not been very numerous as far 
as tthat is concerned. Perhaps the 
Act relating to the Independent Or- 
der of Foresters—that was not, I may 
say, put through in its present form. 
That act came up, I think, in—T 
cannot recall the year now in which 
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that act was passed, probably in 1896 
I think it was. 

Q.—Then may we say that that 
Act, as it eventually went through, 
went through without protest on your 
part? A.—Well, after numerous al- 
terations had been made in it, then 
it went through. It was practically 
agreed upon in the end. 


Q.—Then we will leave that out of 
consideration. I want one that went 
through notwithstanding your pro- 
test? A.—I will have to look it up. 

Q.—What about the Mutual Re- 
serve Bill? A.—That was before my 
time. 

Q.—I mean the recent Mutual Re- 
serve Act? A.—Oh yes, that recent 
one. 

Q.—That was iin your time? A.— 

I was aware of that. 
Q.—Had you any protest to make 
in regard to it? A.—No, I thought 
that was the best that could be done 
at that time under the circumstances 
with that company. 

Q.—So that the Mutual Reserve 
amendment bill had your approval? 
A.—Yes, it had. 

Q.—It was very vigorously con- 
tested, was it not? A.—No, not so 
_ vigorously contested. 

Q.—Was it not? A.—No, I do not 
think so. 

Q.—Not in the Senate? A.—I do 
not think it was. I do not remember 
that it was very vigorously contested 
in the Senate. 

Q.—Some considerable deputations 
and considerable opposition, as I re- 
member reading in the papers at that 
time. to that Act? A.—Some two or 
three years ago. 

Q.—I do not know whether it was 
two or three or three or four. 

JUDGE MacTAVISH: Three years 
ago. 


MR. HELLMUTH: Q.—You: do 


not remember any considerable oppo- 
sition to that bill going through? A. 
—Not a very great deal. 

MR. SHEPLEY: Perhaps it would 
be convenient to identify the Bill. 

MR. HELLMUTH: Yes. This is 
the Act, ‘‘An Act respecting the Can- 
adian Assessment Policy Holders in 
the Mutual Reserve Life Insurance 
Company, 4 Edward Seventh, chap- 
ter 101, passed as late as two years 
ago, August, 1904? A.—Yes. 

Q.—Don’t you really remember that 
there was most strenuous opposition 
to that Bill? A.—There certainly 
was not very strenuous opposition in 
the Commons. 
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Q.—I did not say that, in the Sen- 
ate? A.—No, there was an investi- 
gation held by a committee of the 
Senate with regard to that company, 
but I did not understand that it had 
necessarily to do with that Bill. It 
was an investigation that I had noth- 
ing whatever to do with. I did not 
attend one of its meetings, never was 
called upon to attend and I really 
do not know what they did because 
they never made a report. That com- 
mittee never made a report. 

Q.—Did you make a report: upon 
the effect this Bill would have upon 
the Canadian policy holders in the 
Mutual Reserve? A.—I_ certainly 
made no report upon it. 

Q.—Did you ever make the inquiry 
as to what would be the outcome, so 
far as the Canadian policy holders 
were concerned, if this Bill (Exhibit 
709) became law? A.—Well, one 
could not very readily see what the 
outcome would be as far as that is 
concerned. . 

Q.—Have you since ascertained what 
effect it has had upon the Canadian 
policy holders? A.—I do not know. 
There have been a few complaints with 
regard to it. It may have had the 
effect that a great many policy hold- 
ers have dropped their policies. It 
may have had that effect. 

Q.—Are you aware at all as to the 
number of policies now in force in 
Canada as compared with the policies 
in force at the time of that bill? A. 
—No, I am not. 


Q.—Are you aware of what terms 
were offered under that Bill to the 
Canadian policy holders? A.—No, I 
am not. 

MR. HELLMUTH: I think Mr. 
Shepley is following up the results of 
that and I will only just ask Mr. Fitz- 
gerald a question or two further in 
regard to the legislation. 

Q.—At the time the legislation of 
1904 went through you made, as I un- 
derstand, no reports at all. You were 
not asked for one you tell me? A.— 
I made no report. 

Q.—And you made no enquiry inde- 
pendent of a request for a report, as 
to what might be expected to be the 
result of such legislation? A.—No, I 
made no report. 

Q.—You did not make an indepen- 
dent inquiry as to what would be the 
result of that legislation, what might 
be expected to be the result upon the 
Canadian policy holders if that legis- 
lation became law? A.—Well of course 
one can never foresee or imagine what 
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would be the effect upon them, but it 
was considered at that time that it 
was the only practical thing to do. 

Q.—That is, it was considered by 
the majority in the Senate, not by all, 
because there was most strenuous op- 
position. I tell you that as a matter 
of fact. I know there was. At the 
time I was sufficiently interested to 
read the report, and there was very 
strenuous opposition, but the majority 
put the Bill through? A.—Yes. 

Q.—And what you say is that you 
did not go into it from anything lke 
an actuarial standpoint to see what 
would be the result to the Canadian 
policyholders of that legislation? A. 
—Well now when you speak of an ac- 
tuarial point of view what is it you 
mean P 

Q.—To find out what, for instance, 
the Canadian policy holder who had a 
$5,000 or $10,000 policy in the Mutual 
Life, that he had been carrying for 
fifteen or twenty years, would be 
offered by the Mutual Reserve for that 
policy as a paid-up policy if he had 
to give it upP A.—dAs a rule it was 
not worth a dollar—these assessment 
policies. They paid their way as they 
went and there was no value in them. 
That. is the situation with ‘regard to 
all these assessment policies. 

Q.—And you came to the conclusion 
that practically the policy holders had 
no interest at allPp A.—They had no 
valuable interest as a rule, no valu- 
able interest in any of those policies, 
and the result was the bill then as 
it went through gave them the insur- 
ance for which they paid on the basis 
of their then age. That is all an as- 
sessment policy holder can ever ob- 
tain. 

Q.—May I say then that you ap- 
proved of that legislation? A.—I 
approved of that bill in the end as the 
best that could be done under the cir- 
cumstances. 


MR. KENT: Q.—It was a case of 
making the best of a bad bargain? A. 
—That was precisely it. 


MR. HELLMUTH: Q.—Did it oc- 
cur to you that it would be better 
that the Government or Parliament 
of Canada should say that a company 
that could not keep its obligations 
had not better be licensed to do busi- 
ness under any circumstances, in 
Canada? Did that view of it strike 
you? A.—This company had already 
been licensed. I was in no way re- 
sponsible for the licensing of it. 

Q.—But as they could not meet 
their obligations, that it would be bet- 
ter to withdraw their license? A.— 
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It might or might not. The result of 
withdrawing the license puts the com- 
pany into insolvency. It takes the 
insurers away from them. There were 
many of those insurers who were too 
old, or perhaps unable to get insur- 
ance anywhere else. If you put them 
out of business they are absolutely 
without insurance. As the Bill now 
stands they have a certain amount of 
insurance, though a reduced amount, 
and I consider that bill was the best 
thing that could be done under the 
circumstances. 

Q.—Although it allowed them, under 
Government sanction to go on and con- 
tinue business in Canada? A.—Yes, 
to go on and continue business. 

Q.—Did you also consider it alto- 
gether outside of your line to en- 
quire as to the representation of pol- 
icy holders in the affairs of the com- 
pany, whether they should have a 
hand in directing the affairs of the 
company? A.—Do you mean in this 
particular matter ? 

Q.—No, in any company generally? 
A.—Yes, I have been in favor of that. 

Q.—Have you taken any steps what- 


‘ever to bring that about by means of 


legislation or otherwise? A.—In al- 
most every bill that has come up for 
the incorporation of a company the 
matter has been discussed—in some 
recent bills. 

Q.—Have you done anything in the | 
general pill? A.—No, there is no 
provision in the general bill. Every 
company must come to the Dominion 
Pariament to get an act of incor- 
poration, and it is considered that is 
the best place to put it—to put the 
provision in the bill. 


Q.—But. you have not done any- 
thing in the general Act that touches 
that at all? ae —-No, there is nothing 
in the general Act. 


Q.—Nothing in the general Act at 
all touching thatP A.—No. 


Q@.—Speaking of every company 
coming here to get a bill, you of 
course know of the provincial compan- 
ies ,the companies incorporated in the 
province of Ontario or the province 
of. Quebee or the other provinces? A. 
—Yes. 

Q.—They would not of course come 
here for any bill. They must get a 
license? A.—They may get a license, 
but occasionally they come to get a 


bill. 


Q.—But that class of company would 
not as a rule require any act from 
the Dominion. They could get a 
license? A.—They can get a license 
under the Act as it stands. 
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Q.—Just the same as a foreign com- 
pany? A.—Precisely. 

Q.—The American or English com- 
panies do not require any Act at all? 
A.—-No Act at all. 

Q.—But if there wére a general law 
applying to companies. who sought 
licenses here, as to policy holders re- 
presentation, that would be much more 
effective would it not—that no com- 
pany could be licensed unless the pol- 
icy holders had a vote in the affairs 
of the company? A.—Such a provi- 
sion could, of course, be put in the 
Insurance Act. 

Q.—And it would have a much more 
general application than possibly it 
could have by inserting it in some 
of the special acts? That is obvious, 
is it not? A.—It would then, I sup- 
pose, no doubt apply to every company 
that came for a license under the 
Act. No doubt it would. 

Q.—Nothing of that kind has been 
done? A.—Nothing of that kind in 
the Act. 

Q.—I see—and I think it is only 
fair to point it out to you—that in 
the bill to incorporate the Western 
Life Insurance Company introduced 
in 1905, you have a clause in type- 
writing, evidently an amendment to 
the printed bill, that in addition to 
the shareholders’ directors, there shall 
be elected by the policy holders at 
their first annual meeting after the 
commencement of business, and at 
each subsequent annual meeting six 
directors, hereinafter called policy 
holders’ directors, and then there is a 
provision as to the voting power of 
the policy holders. So that as you see 
in several bills that has been your 
course, recently at all eventsP A.— 
Yes, that has been the recent course. 

MR. SHEPLEY: Q.—There are 
other billsP A.—Yes. 

MR. HELLMUTH: Yes. I under- 
stand Mr. Fitzgerald to say he had 
done that in private bills. 

Q.—Just let me ask you here, +s 
we were speaking of companies in- 
corporated by the provinces, there has 
been some conflict, has there not, be- 
tween the Province and the Dominion 
as to the right of these companies to 
transact business outside of their own 
provinces? A.—The question has 
arisen, and it has recently come up, 
and I think a case depending upon it 
is now before the Supreme Court. I 
think there is a case now depending 
upon it before the Supreme Court. 


Q.—Let me see if this is the ques- 
tion, because I want to make it clear. 
The position of the Dominion has 
been—correct me if I am wrong—that 


(Wm. Fitzgerald, Recalled.) 


while, we will say, the province of 
Ontario could license am insurance 
company to transact business in 
the province of Ontario, yet if 
that company desired to. trans- 
act business in, say the province of 
Manitoba, it would not be sufficient 
for it to obtain a license from the 
province of /Manitoba to transact 
business there, but it would have to 
get a Dominion license? A.—That is 
the view, that a Dominion license is 
necessary in every case if the provin- 
cial company goes outside of its own 
province. If it remains in its.own 
province— 


Q.—I just put the case to you in 
the concrete. The Ontario Govern- 
ment charter or incorporate an insur- 
ance company? A.—Yes. 


_Q.—There is no question that the 
insurance company can transact busi- 
ness in the Province of Ontario? A.— 
Yes. 


Q.—That company, not content with 
that, is desirous of transacting busi- 
Sue in Manitoba and QuebecP A.— 

es, 

Q.—And it applies to the provincial 
authorities in Quebec and Manitoba 
and obtains from them a license to 
transact. business in those provinces, 
do you say there is no power to do it? 
I understand that is the contention. 
I do not say you, but the Dominion 
contend that. Is that it? A.—What 
the Dominion says is 


MR. SHEPLEY: The view rather. 


MR. HELLMUTH: Yes, I will ac- 
cept the better phraseology of my 
learned friend. 


WITNESS: The view is that, not- 
withstanding the license by Quebec or 
Manitoba, a Dominion license is also 
necessary. That is the position. That 
is the view. 


Q.—It is not simply that the pro- 
vince would have to give a license, but 
you say further that the Dominion 
has got to give a license? A.—Yes. 


MR. SHEPLEY: This litigation is 
very interesting, and is very apropos 
of what we are discussing and I hap- 
pen to know about it. The litigation 
is with respect to a fire company, but 
the question is just the same. The 
view that has been argued before the 
Supreme Court is that a provincial 
fire insurance corporation cannot, by 
reason of its being incorporated for 
provincial objects, go outside the pro- 
vince at all, that no provincial cor- 
poration can, even under a Dominion 
license, go outside the province. 
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MR. HELLMUTH: That goes fur- 
ther than the view of the Dominion 
here, but the view as I understand it, 
of the province on the other hand, for 
instance the view of the Province of 
Ontario, is that they can license a 
company to do business in Ontario, 
and that having so licensed it and 
created the corporation, then it is 
purely a domestic affair of another 
province whether it will allow it to do 
business there or not? 

WITNESS: Yes, 

Q.—That is the view of the Prov- 
ince of Ontario? A.—That is the 
view of the Province of Ontario. 

Q.—I am not going into it at all, 
but merely to bring the question be- 
fore the board, but that is the subject 
of correspondence between yourself 
and other parties sometimes. You 
>have had correspondence dealing with 
that subject. Perhaps it might be well 
to put in some of that correspondence— 

JUDGE MacTAVISH: With the 


provincial authorities? 


MR. HELLMUTH: I have here 
some one or two matters, letters from 
Mr. Fitzgerald upon the subject, if 
my learned friend will allow copies to 


go in. 
MR. SHEPLEY: Certainly. 


MR. HELLMUTH: I think it is a 
most important subject dealing with 
legislation. 

MR. SHEPLEY: It is most import- 
ant. 

MR. HELLMUTH: And I do not 
wish it to be understood for one mo- 
ment by the Commission or by my 
learned friends, that I am raising it 
at all as a contentious question, but 
one which has to be considered in 
framing legislation. 


MR. SHEPLEY: We certainly shall 
have to deal with it very carefully. 


MR. HELLMUTH: I have here, 
which I of course put in subject to 
verification, copies of two letters, One 
is an extract from page 67 of the re- 
port of Mr. Fitzgerald for the year 
ending December 31st, 1898, published 
in 1899, and with my learned friend’s 
permission I will just read this 80 
that it may be before your Honours 
minds when you come to consider it. 
(Reads letter). 

Q.—I have no doubt that 1s your 
letter ? A.—It sounds like it cer- 

inly. 

SO Then this is a letter written by 
you—I need not give the name of 
the person to whom it is written, be- 
cause it is not material—on the 9th 
February, 1903. (Reads letter.) That 
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is the position, as I understand it, 
taken by yourself? A.—Yes. 

MR. HELLMUTH: I am going to 
put in a document which throws a 
good deal of light on the contention 
of the provinces and the Dominion 
in regard to this matter, although it 
is brought up in regard to the status 
and rights of loan companies. 

MR. SHEPLEY: If it has any 
bearing, all right. 

MR. HELMUTH: The parties to 
it are the Honourable David Mills 
and Arthur Sturgis Hardy. 

MR. SHEPLEY: I know the docu- 
ment. 

MR. HELLMUTH: We do not 
want to argue the matter at all, but 
the matter might well be before the 
Board. I have an extra copy and 
will put it in. (Exhibit 711). There 
can be no distinction between an in- 
surance company and a loan company 
in that respect. 

MR. SHEPLEY: The point rests 
in the B. N. A. Act. 

MR. HELLMUTH: I may say fur. 
ther to the Commission that it was 
discussed at some length in a case re 
the Atlas Loan Company, which I 
happened to be concerned in, which 
went before the Court of Appeal for 
Ontario, but in that court it did not 
become necessary to express a decided 
opinion one way or the other, but the 
authorities were very exhaustively 
gone into, and perhaps some of the 
appeal books might be of use. I think 
I could find them, if my learned 
friend cared to see them. 

Q.—That question has never been 
settled between any province and the 
Dominion? A.—It never has been 
settled. 

Q.—Both parties are still holding 
to their views as far as you are 
aware? A.—Precisely. 

Q.—I assume that your own per- 
sonal view has coincided with the Do- 
minion’s? You have taken the Domin- 
ion position? A.—Yes. 

Q.—Or is that merely officially. 

MR. SHEPLEY: I think that is 
privileged. 

MR. HELLMUTH: I do not know 
that I care very much which it is. 

Q.—You can put yourself on record 
at all events as Superintendent of 
Insurance in that matter in those let- 
ters? A.—Oh, yes. 

Q.—You do not want to change that 
position at present? A.—No, not at 
all. 

Q.—I understand from what you 
have already said that you have never 
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considered it part of your duties to 
go exhaustively into a comparison as 
to the methods of business of the 
various companies, British as com- 
pared with Canadian or American, 
with a view of bringing about any 
changes at all, to satisfy yourself that 
the methods of the Canadian compan- 
ies were better or worse than those 
of the other companies? A.—No, I 
do not think that I have ever con- 
sidered it— no, I do not think so. 

Q.—If you have done it, I want to 
go into these questions with you. If 
you have not done it, it would be 
perfectly useless for me to attempt 
to discuss those questions? A.—I may 
say that I have not done it. 

Q.—Have you—and there is just 
really only one other subject on 
which I need dwell in that view— 
have you taken up at all or examined 
into the question of State insurance? 
A.—I have only taken it up in this 
way; I have examined the insurance 
laws of the State of New Zealand, 
and made a memorandum some two 
or three years ago—I think it was 
made at the request of Sir Richard 
Cartwright—giving the law as it stood 
there and the results of it up to that 
time. That was made a couple of 
years ago. 

MR. TILLEY: I think you have 
that. I think it is the one we saw? 
A.—I don’t think it is in. 

MR. HELLMUTH: Can it be put 
in P 

MR. TILLEY: It will be available, 
but we were keeping these papers to- 
gether. 

MR.. HELLMUTH: Perhaps I 
should not ask this question in view 
of that; did you express any approval 
or dissent in that document? A.— 
Neither one nor the other. I was 
simply asked by Sir Richard Cart- 
wright to state what the law was, 
and I made a memorandum showing 
precisely what he wanted at the time. 

Q.—Have you since or at that time, 
come to any conclusion yourself as to 
the advisability or not of state in- 
surance P ; 

MR. SHEPLEY: I would rather 
deprecate Mr. Fitzgerald stating his 
personal view on a subject of that 
sort. It must be a question of Gov- 
ernmental policy. 

MR. HELLMUTH: If my learned 
friend does not desire it, I have no 
desire to press it. 

MR. SHEPLEY: I do not know 
that Mr. Fitzgerald has any view. 

MR. HELLMUTH: Quite so. I do 
not wish to press the matter. I think, 
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your Honours, that as Mr. Fitzgerald 
has stated practically that so far as 
insurance science .or practice is con- 
cerned, he has not made that any spec- 
ial study, and that his duties have 
been to test the solvency of the com- 
panies in his investigation of them, 
it would serve very little purpose for 
me to go into the question of loading 
or a number of other matters and the 
question of what should be done in 
these companies, if it has never been 
as a matter of practice actually gone 
into I do not think any good purpose 
would be served. 


MR. SHEPLEY: There is one sub- 
ject that I would like to ask Mr. Fitz- 
gerald a question or two about. There 
is a provision by which foreign com- 
panies may invest in the names of 
trustees. As a matter of practical 
working out what do you find with 
regard to that? First, is that a gen- 
eral method or is advantage generally 
taken of that by foreign companies? 
A.—Lately the large foreign life com- 
panies are taking advantage of it. 
For instance, I think, all the prin- 
cipal companies have trustees in whom 
they vest their funds. There would be 
the Standard, the New York Life, the 
Equitable, the Pelican. That is a 
British company. I believe nearly 
all; I am not certain whether I have 
omitted any or not. All the large 
companies have taken advantage of 
it, and the two British companies, 
the Pelican and the Standard. 


Q.—What is your experience or the 
experience of the Department with re- 
spect to the investments which are 
made through these trustees? A.— 
Well, of course they are securities or 
have been in some instance securities 
which would not be accepted, which 
could not be taken as the law now 
stands, by Canadian companies. 

Q.—That is the foreign companies 
have invested their funds in  securi- 
ties in which Canadian companies 
could not invest? A.—Could not in- 
vest. 

Q.—And the method of permitting 
investments by trustees has lent it- 
self to thatP. A.—yYes. 

Q.—What observation have you to 
make on that from the standpoint of 
Canadian insurance? A= Well,” ) 
would very much rather see Canadian 
securities vested in trustees than the 
class of securities which the companies 
generally have. One company, how- 
ever, I may say has—two of them, in 
fact—the Standard has just such se- 
curities as would be taken by the Re- 
ceiver General on deposit. Good se- 
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curities. The Pelican and British 
Kmpire has also invested in Canadian 
mortgages, vested in trustees. There 
can be no objection that I can see to 
that form. But some of the other 
companies have securities of, well, we 
don’t know what the value is. 

_Q.—They are, at all events, securi- 
ties as to which Canadian companies 
would not be permitted to make in- 
vestments? A.—They would not be 
permitted to make investments as the 
law stands now. 

Q.—I see that in sub-section 3 of 
section 10 the provision is that the 
trustee shall first be approved of by 
the minister and the trustees may deal 
with such assets in any manner pro- 
vided by the trust deed appointing 
them, but so that the value shall not 
fall below the value required by this 
section. What practical difficulty do 
you find in controlling the nature of 
the investments? A.—In controlling 
them, do you mean the nature of the 
investments P 


Q.—Yes. A.—Under the form in 
which the trust deeds have been drawn 
they can withdraw any one of the se- 
curities and replace them by others. 

Q.—The trust deed requires the ap- 
proval of the minister before they can 
act under it at allP A.—Yes. 


Q.—That. would seem to afford you 
an opportunity of interfering at the 
threshold. A.—In the case of any 
new company, but the majority of 
these companies have old trust deeds 
and we could not very well change 
them. ‘The first one I remember had 
the endorsement of Sir Leonard Tilley 
upon it. That remains in the original 
form. Latterly, where new trustees 
have been appointed, I have been en- 
deavouring to make them a little more 
stringent so as to have a little better 
hold upon them. 


Q.—I do not know that it will be 
very soon, but perhaps in time that 
difficulty will work itself out. A.—I 
think it probably will. In the case of 
any new trust deed, where it is nec- 
essary to have one, certainly the pro- 
visions will be more stringent than 
they were in the old. 

MR. SHEPLEY : I think that is the 
only subject that I wish to trouble 
Mr. Fitzgerald about. Subject to what 
my learned friend may think, and 
subject of course to any emergency, 
we may now close the Departmental 
examination. Then I am hoping, by 
reason of my interviews with the gen- 
tlemen representing the Foresters, 
that to-morrow morning we can com- 
mence and finish up the actuarial 
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branch of that inquiry. That brings 
us pretty nearly to the conclusion of 
the public sittings; perhaps  alto- 
gether; that, however, we can discuss 
to-morrow at greater advantage be- 
cause I hope, by to-morrow, to have 
some further word from the Mutual 
Reserve. I do not think that we shall 
have to trouble your Honours with 
public sittings after to-morrow, but 
we will see how that will be. 

JUDGE MacTAVISH: There is 
nothing further to-day in the way of 
evidence P 

MR. SHEPLEY: No, we have only 
the matters of the Mutual Reserve and 
the Foresters which require public 
elucidation. 

JUDGE MacTAVISH: Then we will 
adjourn now until half past ten to- 
morrow morning. 

(At 3.45 p.m. on Thursday, 22nd 
November, adjourned to 10.30 a.m. on. 
Friday, 23rd November, 1906). 


ONE HUNDRED AND SECOND 
DAY: 


MORNING SESSION. 
Ottawa, November 23rd, 1906. 
POLICY HOLDERS’ ASSOCIATION. 


MR. SHEPLEY: The first thing 
to do this morning is to put in the 
memorial of the Policy Holders’ Ass: 
ciation, the document which was 
promised us when we had the pleas- 
ure of meeting them some days ag 
and which has now arrived. I think 
it would be well if your Honours 
should hear just how they crystalize® 
bt views. (Memorial read, Exhibit 
(filer ‘ 


INDEPENDENT ORDER OF FOR- 
ESTERS. 


MR. SHEPLEY: There are some 
matters to close up in the inquiry 
into the Foresters, and I ask Mr. 
Grant to give us some assistance with 
regard to that. 

MILTON D. GRANT recalled, ex- 
amined by MR. SHEPLEY: 


Q.—You are connected with the 
Department of Insurance? <A.—Yes. 

Q.—And have been for how many 
years? A.—Over six years, nearly 
seven as a matter of fact. 

Q.—And what are your actuarial 
qualifications? A.—I am a Fellow by 
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examination of the Institute of Actu- 
aries, and also an Associate Member 
of the Actuarial Society of America. 

Q.—And you have become a Fellow 
by passing examinations? A.—Pass- 
ing examinations. 


Q.—Has it fallen within your pro- 
vince within the department to give 
special attention to actuarial mat- 
ters? A.—It has, sir. 


Q.—And for how many of the years 
that you have been there? All the 
years that you have been there? A. 
—With the exception of the first year 
and a half. 


Q.—For five years and a half, or 
thereabouts, five years or so, you 
have given special attention to these 
matters? A.—I have, sir. 

Q.—So far as I am asking you 
questions, Mr. Grant, I want it to 
be understood that I am asking you 
for your personal views, and I am 
not at all engaging the credit of the 
department? A.—Quite so. 

Q.—Have you considered, during 
your career as an actuary, the place, 
for friendly societies in the body of 
insurance of the country? A.—I have 
given some attention to it. I con- 
sider they have a distinct place and 
that they supply a real need. Do 
you wish me to enlarge? 

Q.—Yes, I want you to explain to 
us, in outline at all events, the place 
in the insurance field’ which it is 
competent and proper for friendly so- 
cieties to occupy? A.—Under the 
system men band themselves together 
by social ties, and incidental with’ 
that goes the insurance feature, and 
on such terms men are able to get 
insurance more cheaply than they are 
under the ordinary commercial plans. 
So that it has, to my mind, a distinct 
place to occupy. 

Q.—Is it right to say that the true 
functions of a friendly society is to 
furnish insurance to its members at 
or near actual cost? A.—It is. 

Q:—And: in that respect you con- 
sider that friendly societies are en- 
titled to occupy a legitimate field? 
A.—They are. 

Q.—Now, of course—perhaps I 
should not say of course, I should put 
it in the form of a question—the 
point at which to regulate cost is, of 
course, at the premium? A.—Yes. 

Q.—The premium is the contribu- 
tion which is made, and that prem- 
ium ought to be sufficient to enable 
the obligations of the company to be 
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carried out? A.—Yes, it determines 
the whole future financial condition 
of the contract. 

_Q.—The premium is the considera- 
tion that is paid, and with what is 
paid the company must, in order to 
fulfil its contracts, or the society 
must, in order to fulfil its contracts, 
have an adequate premium? A.— 
Yes. 

Q.—I should have said, with the 
premium the obligation must be car- 
ried out? A.—Must be carried out. 

Q.—What are the elements that 
enter into the question of the cost 
of insurance? A.—Chiefly two; the 
mortality experienced or to be experi- 
enced, by the lives, and the earning 
power of money. 

_Q.—And that is measured in prac- 
tice, is it not, by ascertaining, upon 
the application of the mortality rate, 
what the obligation may be expected 
to be when it falls in? A.—It is; 
yes. 

Q.—And taking the present value 
of that? A.—Taking the present 
value. 


Q.—Taking that as x, the present 
valuation of the obligations of the so- 
ciety, do you proceed to your other 
term of your definition, and ascer- 
tain the present value of what you 
are to receive from those who insure 
with youP A:—Yes. 

Q.—That would be y? A.—Yes. 

Q.—In the first place the premium 
must be enough to provide 7? A.— 
Yes. 

_ Q.—That is you must have a prem- 
lum which invested will give you x? 
A.—Yes. 

Q.—Then you are also to get y and 
x—y is called what in insurance lan- 
guage? A.—The reserve. 

Q.—Where must that come from? 
A.—That must come 

Q.—From the premiums? A.— 
From accumulations of the premiums 
that have not been used in current 
expenditure. 


Q.—But the premium is the source? 
A.—Precisely. 

Q.—And you must maintain your 
reserve out of premium? A.—Yes. 

Q.—It follows, does it not, that the 
less your premium is the greater your 
reserve must be? A.—It does. 

Q.—And it follows that the greater 
your premium, the less reserve you 
have to carry? A.—You are speaking 
now with regard to 
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Q.—I am speaking absolutely and in 
the simplest terms of the problem? 
A.—Yes. 

Q.—Without complicating it with 
anything else? A.—Then I assent. 

Q.—If x — y is the reserve, then as 
you diminish or increase y, you will 
increase or diminish the reserve? A. 
—You will. 

Q.—That is the difference? A.— 
Yes. 

Q.—Now the x —I am going to use 
that term for convenience—z, which is 
the present value of the liability upon 
the policies—that is if you have once 
determined your rate of mortality— 
that is a constant? A.—Yes. 


Q.—That is a thing that does not 
vary? A.—It is a constant at the 
time when the policy is issued. Of 
course it varies from time to time 
thereafter as the insured gets older. 


Q.—No doubt, but that at the time 
the policy is issued is a thing you 
ought to be able to demonstrate with 
mathematical certainty? A.—Yes. 


Q.—Is there a constancy with regard 
to y as well? A.—There should be; 
that is to say at the time when the 
policy is issued there should be an 
exact equivalence of value between «x 
and y, and y may be broken up into 
its constituent part of the annuity 
upon the man’s life and the premium, 
so that your annuity being fixed, and 
your « being fixed y must of necessity 
follow—I do not mean y—I mean the 
other constituent to y, that is to say 
the premium. 

Q.—Then tables of mortality have 
been devised, with what object in 
view, having regard to the elements 
of this problem? Mr. Hunter asks 
me to put this germane question to 
you; if the true premium is collected 
the reserve will take care of itself? 
A.—It will, but I wish to qualify that 
by saying that the management must 
be precisely right before that can be 
the case, and I should like to calculate 
the reserve now and then to see that 
it was there. 

Q.—To see that you had it? A.— 
Yes. 

Q.—There are other matters which 
perhaps we shall have to discuss a 
little more in detail, which will enter 
into the answer to that question. Then 
T was about to ask you about the 
tables of mortality. What is the func- 
tions which tables of mortality fill in 
the problems which we are discussing ? 
A.+-Well they lay down a standard by 
which may be measured the lability 
of which you spoke, first of all in de- 
termining the premium and secondly 
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in calculating the reserve from time 
to time required. 


Q.—I should like to analyze that a 
little more closely, so that we may have 
clear ideas with regard to it. Does 
the table of mortality enable you to 
compute the present value of your 
obligation? A.—In combination with 
the rate of interest it does. 


(.—The rate of interest of course is 
necessary in order to the handling of 
the fund that you are creating on the 
premiumP A.—Yes, 

Q.—Well then upon what considera- 

tions are mortality tables supposed to 
be based? A.—They are based on ac- 
tual fact. All mortality tables which 
are of any value at all, so far as in- 
surance experience is concerned, are 
based upon actual fact connected with 
such insurances, and having an em- 
pirical basis, as it were, for their 
foundation, they are peculiarly appli- 
cable, unless there is some disturbing 
feature which renders them not so. 
_Q.—What tables are the well 
known, tables, first take commercial 
insurance? A.—In Canada here the 
H.M. Table of the Institute of Actu- 
aries, now rather an old table, but 
up to this point of time the stand- 
ard; the O.M, Table of mortality, 
which is the result of an exceedingly 
valuable more recent investigation, 
in the United States the American 
Experience Table, and what is known 
as the Actuaries’ Table, an old Eng- 
lish table which goes back of the 
H.M., still used very widely, and the 
legal standard in several states. 

Q.—Then before going into any of 
those in detail at all, is there any 
mortality table known—I mean is 
there one in general use in respect 
of friendly societies? A.—There is. 
There is the National Fraternal Con- 
gress on this continent very widely 
used indeed. That experience was 
made up, partially at all events, 
from friendly societies’ experience,— 
friendly societies operating in Massa- 
chusetts chiefly,—combined with those 
of two large fraternal orders, the 
Royal Arcanum and the Pilgrim 
Fathers, if I recollect. There is also 
a table which has been recommended 
by the Inspector of Insurance for On- 
tario, the Canada Life Ultimate 
Table, which runs very nearly the 
same as the National Fraternal Con- 
oress. i 

Q.—Has that table any legislative 
authority behind it in Ontario, or is 
it just a recommendation made by a 
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man of experience and skill? A.—It 
has no legislative authority behind it. 

MR. HUNTER: It is made the 
Government standard in Ontario for 
new friendly societies. It has that 
authority. 

MR. SHEPLEY: Q.—Mr. Hunter 
informs us,—and no doubt he is very 
well informed on the subject,—that it 
is made the standard in the province 


of Ontario for new friendly societies? — 


A.—Well, I was under that impres- 
sion until the other day, when Mr. 
Hodgins denied that entirely, and I 
looked it up, and I was unable to 
find that it had been made the stand- 
ard. It is not the standard so far 
as fixing the reserve is concerned. 

MR. HUNTER: No because there 
is reserve required by the Ontario 
Act. Here is the authority. 

MR. SHEPLEY: We will see what 
the provision is. We commence at 
the beginning of the section, and it 
will be placed on the notes. ‘‘When 
and so long as any other province of 
Canada— 

MR. HUNTER: That is not it. 

MR. SHEPLEY: But I have to get 
down to it. 

MR, HUNTER: These are not deal- 
ing with the same matter. This is 
an Ontario applicant, and this is a 
foreign applicant. These are not all 
cumulative do you see. 

MR. SHEPLEY: I thought these 
were all ranged under this proviso. 

MR.- HUNTER: They are dealing 
with societies incapable of legislation. 
These have no connection with this. 

MR. SHEPLEY: I am going to 
skip all this. I wanted to read the 
section. [I did not want to commence 
after a colon, I wanted to commence 
at the beginning. ‘‘When and so 
long as any other province of Canada 
by virtue of reciprocal law admits 
to that province upon the like terms 
as in this section specified friendly 
societies incorporated by Ontario, the 
friendly societies of such province 
may be admitted to registry upon due 
application and compliance with sec- 
tion 41 as to deposit, provided that 
no applicant under this clause 6 shall 
be admissable to registry, initial or 
renewed; (g) Unless the applicant 
body when the application is made 
after the 30th day of June, 1898, pro- 
vides for its contracts upon lives to 
at least the extent of collecting from 
these members premiums. respectively 
not less than those set out in schedule 
A to this Act, and is collecting in addi- 
tion to the said premium such further 
sum as is reasonably sufficient to pro- 
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vide for the expenses of management.’’ 
That is the clause. Is it suggested 
that that applies to domestic com- 
panies P 

MR. HUNTER: There isa similar 
provision providing for the incorpora- 
tion of domestic societies. I can- 
not find anything further about it 
just now, but that is my recollection 
of it. What I understand is that un- 
less they come up to that incorpora- 
tion is not given by the department. 

MR. SHEPLEY: That would be by 
some departmental rule. 

MR.: HUNTER: Yes, I think it is 
somewhere in here, but I cannot lay 
my hand on it just now. 

MR. SHEPLEY: Then schedule A 
to the Act which I now show you is 
added, ‘‘Net level premium for all 
life insurance of $1,000.”’ 

WITNESS: Yes. 

Q.—Is that the table to which you 
refer? A.—I think so. 

Q.—That is not a table of mortal- 
ity apparently, but it is a premium 
rate? A.—It is a table of premiums, 
I presume deducted from some— 

Q.—From some mortality experi- 
ence? A.—From some mortality ex- 
perience, 

Q.—You do know as an actuary 
that it is the Canada Life Five? A. 
—I believe it to be. 

Q.—Are those all the tables that 
you are aware of in general use in re- 
spect of friendly societies? A.—They 
are, yes. | Wherever the actual ex- 
perience of an order is not itself used, 
and that can only be used under re- 
strictions. 

Q.—Do you know anything with, re- 
gard to the mortality table for frater- 
nal societies in Great Britain? A.— 
There are absolutely no regulations 
governing them on the part of the 
state. They use whatever tables they 
please. Some of them use the H.M. 
Table, and the tables regularly used 
by insurance companies. Others of 
them, like the Manchester Unity of 
Oddfellows, use tables deducted from 
their own experience, in part at least. 

Q.—Then your table of mortality is 
supposed, I would take it, to enable 
you to arrive at the expectation of 
life, so that you may ascertain with 
certainty what your obligation is? A. 
—As a matter of fact the expectation 
function is not used, but I under- 
stand your meaning, and it is equi- 
valent to that, or roughly equivalent 
to that. 

Q.—You want to use the table, at 
least I suppose one of the purposes 
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for which you use the table, is to en- 


able you to ascertain—? A.—Hxactly, 
only we do not work on the expecta 
tion of life. We work on the proba- 
bilities of life from year to year. 


Q.—Do you in the same way, and 
subject to the same qualifications, de- 
rive from your mortality table the in- 
formation which will enable you to 
say what the present value of the 
future premiums isP A.—We do. 

Q.—Then the mortality table is of 
course a prime essential, and accuracy 
in that is a prime essential in the 
problem you have set yourselves to 
work out? A.—Unquestionably; it is 
fundamental. 

Q.—Let me ask you another question 
with regard to mortality tables; is 
there a difference between what is 
called an aggregate mortality table 
and a select mortality‘tableP A.— 
There is. 

Q.—Will you describe that differ- 
ence, because that may be of some 1m- 
portance in this particular inquiry? 
A.—It has been found that the time 
which has lapsed from the date of in- 
surance affects the mortality rate; 
that is to say the medical examination 
succeeds in weeding out a lot of bad 
lives, and as a consequence your mor- 
tality during the first few years 1s 
very light. However, the effect of 
the medical examination gradually 
wears off, and you run into a higher 
rate of mortality at the end of that 
time, a higher rate frequently than 
is experienced by the average of the 
community as a whole. Now, that is 
the basis upon which an aggregate 
table is made up, that no matter what 
the time of entry may have been, all 
lives of the same present age are 
grouped, that is the time for which 
they have been insured has been dis- 
regarded, and they are all lumped 
together, and the average of them is 
the mortality rate for that age. 
 Q.—That is what you mean by an 

aggregate table? A.—Yes. 

Q.—In the first place that groups 
together lives at a particular day, 
without regard to the date of their 
entry? A.—Yes. 

Q.—And without regard therefore to 
their recent selection? A.—Yes. _ 

Q.—The result of that being to dis- 
regard altogether the selection, and 
the early low rate of mortality as 
compared with the later higher rate 
of mortality? A.—yYes, 

MR. HUNTER: It does not disre- 
gard the selection in the way you 
put it. It disregards the effect of 
selection among the selected lives. 
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MR. SHEPLEY: Q.—Will you 
modify it as Mr. Hunter says? A. 
—I do not care to modify it other- 
wise than I have done. I think I 
have given it a proper definition. 

Q.—All the lives are selected be- 
cause they all pass medical examina- 
tion, but the fact that some of them 
have recently passed that selection is 
disregarded. 

MR. HUNTER: Under both tables 
you are dealing with the same body 
of lives. You have the same mortal- 
ity from the group, and the same 
premium income. The statement 
seemed to be broad that the effect of 
selection was rejected by using the 
aggregate table. 


WITNESS: I never wished that to 
be implied. 

MR. HUNTER: That is the way I 
took it. 

WITNESS: I never said that. 


MR. SHEPLEY: Q.—You do not 
in constructing an aggregate table 
have regard to the fact of all the 
lives, say forty years, if you are tak- 
ing those, some have been recently 
selected? A.—10,000 lives insured 
a year ago are combined with 10,000 
lives insured two years ago, and an- 
other 10,000 insured ten vears ago 
but all of the same attained age, are 
lumped together and the result is an 
aggregate rate of mortality at that 
age. 

Q.—What is the difference between 
that and the select table of mortal- 
ityP A.—The select table on the 
other hand proceeds by having re- 
gard to the time that has elapsed 
since the date of insurance as well as 
having regard to the age; so that in- 
stead of simply having one mortality 
table as a result of your calculations, 
you may have five, or ten correspond- 
ing to whether the selection runs out 
in five years or ten years respective- 
ly, separate mortality tables, run- 
ning finally into what is called an 
ultimate mortality table. 

Q.—What do you mean by an ul- 
timate mortality table? A.—That is 
the rate which is experienced after 
the effect of selection has worn off. 

Q.—That is the ultimate rate of 
mortalitv? A.—yYes. 

Q.—As against the select rate of 


mortality? . A.—Yes. 


Q.—Now what is the sanction of 
custom with respect to these two 
classes of tables? A.—They are both 
extensively used, the aggregate form 
of table being most used in this coun- 
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try, but so far as theoretical sanc- 
tions are concerned, the select table 
has it all its own way. It is the pro- 
per basis upon which to work, both 
in calculating reserves and prem- 
iums. 

Q.—You say that from a theoreti- 
cal standpoint the select table is the 
proper table to use? A.—It is. 


Q.—And could you tell us in a few 
words why? A.—Because it is in 
close conformity with fact. 

Q.—I expected you would say that, 
because it is in closer conformity with 
fact than the aggregate table? A.— 
It is. 

Q.—And after all the whole theory 
of your tables is that they do conform 
to the fact? A.—Certainly. Will you 
allow me to add that aggregate mor- 
tality tables are largely used because 
many of them conform to the result 
given by a select table, and there- 
fore since it is infinitely less labor 
to conduct a valuation by an aggre- 
gate table, they are used because of 
the results they bring out being close- 
ly in conformity with the select table. 

Q.—Tell us now a little about these 
various tables that vou have given 
us, first of the ordinary insurance 
company and next of the fraternal? 
A.—The character of the tables? 

Q.—Yes? A.—Taking first the H. 
M. table, it shows a rate of mortality 
that is considerably higher than that 
of the later experience, ree O. M. 
table. 


Q.—To what Meader is it ow- 
ing that that produces a higher rate 
of mortality? A.—It is owing I think 
chiefly to the fact that longevity has 
increased, and to some extent pos- 
sibly in the different method of con- 
struction of the H. M. table. 

Q.—Was the H. M. table originally 
devised having regard to the recent 
passing of the lives which went to 
make the table up? A.—It was not. 

Q.—That would be another circum- 
stance, would it not? A.—Yes, ex- 
cept that in the O. M. experience we 
have a choice; we have both the ag- 
eregate and we have the select. I 
had in mind the O. M. aggregate; 
what you have just said applies to the 
select. 

Q.—The H. M. table was con- 
structed at.a time when people did 
not for the purposes of the table take 
into effect the recent passing of the 
medical examination? A.—No. 

Q.—It was a healthv male ~ table? 
A.—Yes. At a later time an actu- 
arv did take it into account and con- 
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structed select tables for the H. M. 
experience. 

Q.—So that even in the H. M. you 
have introduced the element of recent 
selection? A.—Yes, The H. M. mor- 
tality is higher for another reason, 
that it relates to insured lives prior 
to 1863, and many of them run into 
the latter part of the century before 
last, and at that time medical exam- 
inations were not nearly so thorough, 
and were often dispensed with alto- 
gether, which would be another rea- 
son why the rate would be higher. 

Q.—Then coming to the next table 
you spoke of, the O. M. table? A.— 
That is a table that is, as I said be- 
fore, exceedingly valuable on account 
of the authenticity of the informa- 
tion behind it. and the great bulk— 

.Q.—Let us know what information 
is behind it? A.—It represents the 
experience of over sixty companies, 
from 1863 to 1893. 

Q.—Is that a sufficient length of 
time, 30 ‘years? <A.—Oh certainly. 

Q.—That is a sufficient leneth of 
time P A.—Provided you have had 
enourch exposed to risk during that 
period. 

Q.—Then with regard to the bulk 
of the exverience—- A.—There were 
over a million lives ‘involved in all. 

Q.—And under conditions which are 
normal .havine regard to insurance? 
A.—Which are normal. because if any- 
thing was abnormal about it they re- 
jected the life altogether from con- 
sideration. 


Q.—Then with regard to the O.M. 
table you say that is not so exten- 
sively used as the H.M. table but you 
think you speak with certainty with 
regard to its superiority? A.—I do. 
The fact of its not being widely 
used is easily explainable. It was 
only issued two years ago. Tt is.’a 
new table. People have not had time 
to adjust themselves, and once you 
have a mortality table in use it is 
a difficult thine to’ displace it on ac- 
count of the creat number of calcula- 
tions that have been made. Tt is 
a very laborious task to make the cal- 
culations. 

Q.—I suppose too that it is not de- 
sired to disturb the economic condi- 
tions which the use of the other tables 
brought up? A.—Quite so. 

Q.—What other tables were there 
that vou mentioned? A.—I have men- 
tioned the American Experience table, 
which was framed from the experience 
of the Mutual Life of New York. It 
has not the same—I am speaking now 
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as an actuary—it has not the same 
validity as these other tables because 
the method of its construction is some- 
what obscure. However, it produces 
quite high reserves and premiums 
that are in conformity, roughly speak- 
ing with other tables, and therefore 
it is used. 

Q.—Then was there another that 
you mentioned ? A.—The Actuaries 
or Combined Experience table, which 
is a British experience, antedating the 
H.M. 

Q.—We can pass that over, I sup- 
pose, as not being a practical ques- 
tion here to-day? A.—Curiously 
enough it has never been used in Eng- 
land to any extent, but it has been 
largely used by Americans. 

Q.—It is not a practical question 
in Canadian insurance? A.—No. 

Q.—Then we will not take time over 
it. I think those are all you mention- 
ed with respect to the ordinary in- 
surance companies? A.—Yes. 

Q.—With respect to the fraternal 
societies, you gave us the two, the 
National Fraternal Congress and the 
Canada Life Five I think? A.—I 
should modify that by saying that I 
do not know that the Canada Life 
Five has ever actually been employed 
in a valuation. It may have been, 
and no doubt has been, but the Nat- 
ional Fraternal has been employed re- 
peatedly. 

Q.—What is the origin of the Na- 
tional Fraternal, and what experience 
goes to make that up? A.—I think I 
said before that it was constructed 
from the experience of Massachusetts 
friendly societies, together with the 
experience of two very large Orders in 
addition, the Royal Arcanum and the 
Pilgrim Fathers. 

Q.—Yes, you did tell us that, and 
that has been given the name of the 
National Fraternal Congress. Why 
does it have that name? A.—Well, 
the word Fraternal is easily accounted 
for. It is national because a great 
many orders contributed to it, and it 
is supposed to be applicable to the 
country as a whole, and the word 
Congress is in the phrase because it 
was given to the world through the 
Fraternal Congress. 

Q.—There was a congress of frater- 
nal societies held? A.—Yes. 

Q.—At which this was promulgated ? 
A.—A committee was organized to look 
into the whole question of the mor- 
tality for fraternals. It did so and 
reported, bringing in this table. That 
was in 1900 I may add. 
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Q.—And that is, I think you have 
already said, widely used among fra- 
ternal societiesP A.—It is sir. 

Q.—Then with regard to the other 
one, which you spoke of as Canada 
Life Five, will you tell me what the 
origin of that is? A.—That is an 
aggregate ultimate table constructed 
from_the Canada lLife’s experience 
from its inception in 1848 I think. 
I just forget the terminating date; at 
all events it was the fifty years’ ex- 
perience of the Canada Life Assurance 
Company. Those tables are in three 
forms; first an aggregate table includ- 
ing the whole body of lives, secondly 
a select table, and thirdly—or rather 
it is not thirdly—the select tables run 
into this ultimate table which we call 
the Canada Life Five. 

Q.—And the Canada Life Five being 
the ultimate? A.—The ultimate. 


Q.—Will you tell us next what fea- 
ture or features, if any, differentiate 
fraternal insurance in respect to these 
matters we are discussing from the 
ordinary insurance? A.—Insofar as 
fundamentals go there is no difference 
of which I am aware; that is lives are 
the subject of risk, and the liability 
of paying a certain sum upon a cer- 
tain contingency will be the same in 
both cases; perhaps a better class of 
lives is introduced into one than into 
the other. That may or may not be 
so according to circumstances. In 
other respects, as to expense, the fra- 
ternal insurance has the advantage; 
it can conduct its business, and does 
commonly cenduct its business on a 
more economical basis. 


Q.—As to expense? A.—As to ex- 
pense. It is not common for it to 
pay any profit to the insured; it is 
not common for it to have to pay 
dividends on capital stock, and there- 
fore on this account there is less ex- 
pense. 

Q.—And then, I think, besides, per- 
haps you might add to it, speaking 
practically, that there are no surren- 
der values to the insurance which they 
issue. A.—As a usual thing, and 
especially in this country, there are no 
surrender values. 


Q.—All those circumstances would 
tend to differentiate a Friendly So- 
ciety from the ordinary life insurance 
company? A.—They would. 


Q.—Another circumstance is pointed 
out to me as part of the expense; they 
do not employ agents to canvass. A. 
—That is not altogether true. A good 
many of them have canvassers, but it 
is true in part,—in great part. 


t 
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Q.—Are these circumstances legiti- 
mate circumstances to be taken into 
consideration when you are dealing 
with the two classes of insurance? 
A.—Unquestionably. 

Q.—They are properly to be taken 
into consideration in arriving at a 
solution of the problem we are discus- 
sing now. A.—They are. 

Q.—That is the soundness of any 
particular system of rates. A.—Yes. 

Q.—And to the extent to which they 
“legitimately enter into the question, 
effect ought to be given to them in 
the construction of any table of mor- 
tality, any table of rates, and any 
table of reserves. A.—Undoubtedly. 

Q.—Have you made a study of that? 
A.—Do you mean of the precise effect ? 


Q.—I should not perhaps have put 
it to you in that general way. We 
requested you, did we not, to do cer- 
tain work for us in connection with 
the investigation of the Foresters’ So- 
ciety? A.—You did, sir. 

Q.—And you have spent some con- 
siderable time at that? A.—I have. 


Q.—With the results that you have 
applied various tables of mortality to 
the construction of premium rates and 
reserves? A.—Yes. 

Q.—Having regard to the circum- 
stances that differentiate this sort of 
insurance from ordinary insurance P 
A.—Yes. 

Q.—In considering the Foresters as 
an organization by itself a friendly or- 
ganization by itself, what two cir- 
cumstances, if there are two circum- 
stances, of main importance have you 
had to deal with? I should anticipate 
your answer from the general answers 
you have given me. A.—Mortality 
and the’ influence of secessions, or 
lapses, as they are commonly called, 
upon the financial standing of the 
Order. 

Q.—Mortality we understand. Now, 
when you speak of the influence of se- 
cessions or lapses, tell us briefly what 
that involves. A.—Under the frater- 
nal contract there is, as we said be- 
fore, usually no surrender value, and 
therefore, when a life leaves the or- 
ganization and abandons his insurance 
there will be a profit to the Order of 
his premiums, less what they have ex- 
pended in expenses in getting them 
and what they have paid in death 
claims in respect of his class. As a 
usual thing there should be some profit 
from that source. 

Q.—That is what you mean when 
you say the influence of secessions or 
lapses. That will give an additional 
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profit which the ordinary company 
would not have, and in respect of that 
profit there is to be a modification of 
what you would do without consider- 
ing. that. A.—Yes; 

Q.—What bases of mortality have 
you assumed in what you have done? 
A.—In respect of the valuation of the 
Sethi of the Order ? 

.—Yes. A.—I employed several 
bases; first the O. M. fable allowing 
for the actual lapse rate of the Order 
itself for the five years 1901-5, as in- 
vestigated by myself. Then, in order 
to see what the affect of allowing for 
lapses would be, I valued by the O. M. 
table without allowing for lapses. Fur- 
ther I valued by the Canada Life Se- 
lect Table, with allowance for lapses, 
choosing that basis because possibly 
the experience of the Order might ap- 
proximate to the Canada Life Select 
Table. 

Q.—Before leaving that, have you 
any information with regard to that, 
with regard to the closeness of resem- 
blance between the experience of the 
Foresters and the Canada Life Table? 
A.—Well, I was informed that it did 
approximate closely, and I regarded 
it as not impossible that it might. 


Q.—And in using that you made 
allowance for secessions? A.—I made 
allowance for secessions. 


Q.—What other table did you value 
by? A.—I also valued by the National 
Fraternal Congress Table, using that 
table out of deference to the respect 
in which it is held among fraternal 
orders themselves. 

Q.—What rate of interest did you 

assume in doing this work? A.--I 
used 4 per cent. throughout. 
_ Q.—Is that as compared with the 
statutory requirement in the case of 
other companies, treating the Society 
fairly? A.—It is, because thse ulti- 
mate rate of interest by 1915 from all 
companies will be 34 per cent., and is 
now 81 per cent. for business written 
since 1900, and I think that 4 per 
cent. is as large as may be safely taken 
into account, regard being had to the 
circumstances. 

Q.—Let us get to what you have 
done. What is the bulk of business 
in force in the Order? A.—The bulk 
of the business in force is, what they 
call their ordinary benefit, which con- 
sists of an insurance payable by instal- 
ments at 70, so far as practice is con- 
cerned, at all events. 

Q.—When you say so far as practice 
is concerned, is there a_ reservation 


3248 ROYAL COMMISSION ON 


102nd day, November 23, 1906. 


there in your mind? If so, I want 
you to explain that. A.—I understand 
that the intention of the Order is not 
to pay it universally at 70; that is as 
. an annuity between 70 and 80; but in 
certain cases, at all events, to pay it 
only on actual disability, but I under- 
stand that for the purposes of practice 
disability 1s regarded as setting in in 
all cases at 70. 

Q.—Supposing disability sets in be- 
fore 70, then what? A.—Half the 
-sum is payable and the balance is pay- 
able at death or at 70. 


Q.—Then with respect to that busi- 
ness, business which had _ those ele- 
ments in it, how does that compare 
with your computations for reserve 
with ordinary life business? A.—It, of 
course, will give a higher reserve. 

Q.—Is it legitimate and proper that 
it should? A.—Certainly. There is 
a greater benefit given. 

Q.—A greater benefit given; that is 
the obligation is higher. 

Q.—The obligation on the Associa- 
tion is higher than the ordinary lite 
policy? A.—Yes, I should add that 
all premiums cease at 70 as well. 

Q.—Then at disability, 70—or at 
70 which is assumed to be treated 
as disability ipso facto, arriving at 70 
years of age, what is done then by 
way of benefit? A.—The man first 
receives, if he has a certificate for 
$1,000, he receives $100 and $100 
each year thereafter until the whole 
is paid. If death occurs before the 
whole has been paid, then the bal- 
ance is paid in a lump sum at the 
death. 

Q.—What volume of insurance is in 
force in the Foresters’ Order? A.— 
As reported to us, somewhat over 
$250,000,000. 

Q.—What proportion of that is of 
the class that you speak of? A.— 
An amount of less than two millions. 
The great mass of it. 

Q.—Have you in your computations 
disregarded the other methods or 
have you taken them into considera- 
tion? A.—The other classes? 

(Q.—Yes, the other classes? A.—No, 
T have taken them into considera- 
tion, all with the exception of $2,500 
term insurance. 

Q.—You have disregarded*that? A. 
—Ahbsolutely disregarded it. !t is so 
small the reserve on it would be al- 
most nothing. 

Q.—It is a negligible quantitv? <A. 
—Yes, it has only been issued two or 
three months. 
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Q.—Then what are the other 
classes and let us know what you 
have to say about those? A.—Well, 
they have in addition to what we 
have already mentioned, an expecta- 
tion endowment benefit. 

Q.—What does that meanP A.—It 
is an endowment payable at the ex- 
pectation of life, upon attainment of 
that age. 

A.—Without regard to whether the 
person survives that age or not? 
MR. HUNTER: It would be pay- 
able as a death claim if he did not 
survive to that ageP A.—Yes. 
MR. SHEPLEY: But it is payable 
at that age if he survives. 

MR. HUNTER: He would have to 
survive to get it at that age. 

MR. SHEPLEY: I think your 
point is well taken, Mr. Hunter. I 
must be a little more perspicuous in 
my way of putting it. You have dealt 
with that, at all events separately. 
Ac Yes: 

Q.—And you have not left that out 
of the account in what you have 
done? A.—wNo. 

Q@.—Then is there another class 
still? A.—Well, properly it is a part 
of the first mentioned class; that is 
the old age disability annuitants; 
persons who have actually passed be- 
yond 70. 

Q.—And are in receipt of these 
yearly payments? A.—Yes. 

Q.—You have separately computed 
as to those, have you? A.—-I have. 

Q.—Then there is soms business of 
a hazardous and extra hazardous 
class. What have you done with re- 
gard to that? A.—T have done noth- 
ing with recard to that. , The Order 
charges an additional preminm in all 
eases where the life is hazardous. 
Such additional premium being pre- 
sumed to be sufficient to cover the 
extra risk. I have assumed that it 
was. I had to assume that of neces- 
sitv, havine no data. 

Q.—You have assumed that it was 
and treated the premium apart from 
the extra premium of the insurance 
in respect to that, as part of the 
bulk? A.—Yes. 


—Q. Is that a fair way to deal with 
it in your view? A.—It . is: favor- 
able to the Order. 

Q.—Then how have you dealt with 
the liability which you have said ex- 
ists in case of disahilitv, prior to the 
age of 70? A.—That. also I” had to 


‘disregard, having ‘no tables appli- 


cable at all to the requirements. 
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Q. And is your disregarding of 


that also favorable to the Order? A. 


—It is distinctly so. 


Q.—Then what did you do with re- 
gard to the mortality experience of 
the Order itself? A.—Well, my first 
intention was, if possible, to take out 


the experience of the Order with re- | 


gard to mortality, on the select basis, 
and use it, but I found that, from 
the condition in which the data was 
found to be, we could not proceed 
thus and we had to abandon that. 


Q.—When you say the condition 
in which the data were found—the 
data furnished you? A.—By the 
Order itself. 


Q.—Do you say that was incom- 
plete or inaccurate or bothP A.—It 
was inaccurate and it could not safe- 
ly be trusted for making out select 
‘rates of mortality. There would also 
be another objection to using it, 
namely, that you require a great ex- 
tent of data for select investigations. 

Q.—Then, idid you find that the 
Order had already a mortality table? 
A.—It had. 


Q.—Supposed to be based upon its 
own experience? A.—Yes. And ex- 
perience of the years from 1894 to 
1898 inclusive, made out by their 
actuary; at that time Mr. Rea. 

Q.—That is what you understood? 
A.—Yes. 


Q.—Was it an aggregate or a se- 
lect? A.—It was an aggregate table. 


Q.—Then what was the use that 
was made of that table, according to 
the information you had? A.—That 
table wes used afterwards by ‘Mr. 
Rea in computing premiums and in 
comparing them with those which were 
actually in force in the Order and in 
trying to substantiate that the latter 
were sufficient. 


Q.—Are you able to make any state- 
ment, to express any opinion with re- 
gard to the value of the work based 
on that table? A.—I would never 
myself think of using it for the pur- 
pose for which it was used. 

Q.—Why? <A.—Because the result- 
ing mortality rates made out on that 
aggregate basis are too favorable to 
be used. That is to say, when a mor- 
tality table on the aggregate basis is 
so favorable as the one shown by Mr. 
Rea, it is an improper one to be 
used, because it means that the true 
rate of mortality is not shown. The 
rate of mortality as brought out by a 
select table. with due regard for the 
time elapsed from the date of insur- 
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ance, would be a proper basis upon 
which to proceed. 

Q.—But with regard to the aggre- 
gate table which disregards that ele- 
ment, you say if it brings out a pe- 
culiarly low rate of mortality it is 
not to be trusted? A.—It is not; 
and one would suspect immediately 
what is known to be the fact in this 
case, that the body of recently selec- 
ted lives is very great, which brings 
up the average at each age, especially 
at the young ages. 

Q.—Another thing about this mor- 
tality; of course everybody dies soon- 
er or later, and he is not prevented 
from dying by insuring. If you take 
100 people and insure them this year, 
al the end of a certain number of 
years they will all be dead? A.—Yes. 

Q.—That, upon a law of average, 
can be accurately stated for a suffi- 
cient number of persons? A.—Yes. 

Q.—Then what about the tables of 
mortality in the interval between the 
date of entry and the date when the 
last of those lives runs out? A.— 
Well, they may vary in an _ infinite 
number of ways. That is, a large per- 
centage of the lives may ‘die in the 
early part of the whole course, and 
correspondingly, a few thereafter. I 
am speaking now of possibilities. On 
the other hand they may die with 
great uniformity throughout the whole 
period or the mortality may be lumped 
towards the end of the period. 

Q.—Those are possibilities. Then 
does the adoption of the select table 
reconcile those various possibilities? 
A.—It does. 

Q.—That is the purpose of it? A. 
—That is the purpose. 

Q.—Will an aggregate table do 
that? A.—It will not do it where 
the entrants have been numerous. It 
will altogether strengthen the fact of 
the medical selection. 

Q.—Well, then you have said that 
by the use of an aggregate table you 
get low mortality rates and you would 
not think it safe to use it. What did 
you find with regard to the rates de- 
ducible from Mr. Rea’s table? A.— 
The rates of premium? 

Q.—No. The rates of mortality? A. 
—The rates of mortality are very low. 

Q.—Now, do they compare, for in- 
stance, with the rates of the National 
Fraternal Congress? A.—At the ages 
where it is material they are very 
much lower. Lower than the Canada 
Life also. 

Q.—And what about the O. M. ag- 
gregate? A.—Oh, of course, they are 
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very much lower than the O. M. ag- 
geregate. 

Q.—That, you say, brings out the 
lowest mortality brought out by any 
matured experience? A.—Yes. 

().—Then you have made a table 
here which I will just put in without 
anything more. Mr. Hunter is ask- 
ing, and let us deal with it at once, 
for the mortality table which you at- 
tempted to construct out of the data 
which you say you found insufficient 
and inaccurate? A.—I have it here. 

Q.—Is it of any value? A.—It is 
not, 

Q.—You say so with clearness and 
certainty ? A.—I say so deliberately. 
This is the table which I constructed 
from the experience of the Foresters 
from 1901 to 1905 inclusive. It is 
upon the aggregate basis. My pur- 
pose in making it out was to compare 
it with Mr. Rea’s table solely. I had 
no intention of using it for premiums 
or reserves, because it is subject to 
the same objection that I have stated 
against Mr. Rea’s table, namely, that 
it includes this large recently selected 
body of lives, which obscures the rate 
of mortality and hides it as it were 
as you pass from age to age and it is 
an unsafe progression. 


Q.—You have seen this, Mr. Hunter ?. 


MR. HUNTER: Yes, but we 
have not a copy of it and we would 
like a copy of it. 

MR. SHEPLEY: I do not like to 
let material go in which is mislead- 


ing. 

MR. HUNTER: The witness says 
it is properly prepared as an aggre- 
gate table, as I understand it, from 
that material? A.—If you, will allow 
me, I must add further in justice, 
that I could not reconcile it with ac- 
curacy of data. 


MR. HUNTER: That may be, too. 


MR. SHEPLEY: Then I do not 
propose to put that table upon the re- 
cord, subject to what the Board may 
rule. I do not want to have upon 
the record what is misleading and 
inaccurate. | 

Q.—Then this little table gives a 
comparison of the rates of mortality 
brought out by Mr. Rea’s table, the 
rates of mortality according to the 
National Fraternal Congress Table 
and the rates according to the O.M 
Aggregate Table. (Exhibit 713.) 

MR. HUNTER: Before we leave 
the other matter, I really think we 
should have that upon the record, 
Mr. Shepley, in some shape where we 
can get at it. It is an aggregate 
table of mortality prepared from our 
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own experience during the last five 
ears. 


MR. SHEPLEY: If you could add 


, to that, that it has the sanction of 


any evidence that is accurate, based 
upon accurate data, I would not quar- 
rel with that a moment, but I do not 
desire to encumber the record with 
what, upon the €vidence as it stands 
is misleading. 

MR. HUNTER: It is misleading for 
a particular use, but it has its value 
as an aggregate table, as I under- 
stand Mr. Grant’s evidence. 

MR. SHEPLEY: Mr. Grant says 
it has absolutely no value. 

MR. HUNTER: I will read what 
Mr. Grant says about it: ‘‘the avail- 
able data was sufficiently extensive to 
afford a fair basis for the determina- 
tion of rates bythe aggregate 
method.”’ : 

WITNESS: I still say that that is 
quite consistent with anything I have 
said this morning. 

MR. HUNTER: Therefore the table 
has some value as an aggregate table 
of mortality. 

MR. SHEPLEY: Let us know what 
that isP A.—I should never think 
myself of publishing that table. 

MR. HUNTER: We do not ask 
that it be published, but to get it so 
that we can have access to it and get 
a copy of it. 

MR. KENT: I understand that is 
a select table, is it not? 


MR. SHEPLEY: : This is something 
that Mr. Grant started to do for the 
purpose of getting the actual mortality 
of the Foresters. He was proceeding 
upon certain data furnished him and 
he found those data so inaccurate and 
so impossible to found a table upon— 


MR. HUNTER: I do not agree 
with that statement. 


MR. SHEPLEY: That he does not 
put that table forward as ‘being of 
any value. 


MR. HUNTER: That is not a fair 
statement, if my learned friend will 
excuse me, as to what this table is. 
Mr. Grant makes it clear that for the 
purpose of deducing a premium rate 
we should not use an aggregate table 
on account of the influx of new mem- 
bers. But he has stated with reference 
to this table that the available data 
was sufficiently extensive to afford a 
fair basis for the determination of 
rates upon the aggregate method. 
Now, Mr. Rea did that for us in 1902 
on the experience of ’94 to ’98. We 
ought to be enabled, for our own use 
and guidance in checking Rea’s work 
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and the value of Rea’s aggregate 
table, to have access to that table. It 
is prepared from the material sub- 
mitted by us. We do not ask that it 
go on the record as our mortality, 
but to have it put in as it is, an ag- 
gregate table prepared from that data. 
1 think we are entitled to that. 

WITNESS: I would like to say, Mr. 
Hunter, I said that the available data 
was sultiicient for making out rates 
of mortality upon the aggregate basis 
upon the assumption that the data 
is correct. If the data is not correct, 
if it is open to suspicion in any re- 
gard, of course that vitiates the whole 
thing. 

MR. HUNTER: Certainly, no one 
will dispute that. 

MR. SHEPLEY: That is all that 
the document says, that the available 
data are sufficiently extensive. 

WITNESS: Giving credence for the 
moment to the authenticity of it. 

Q.—And that is only an aggregate 
ascertainment and not a select ascer- 
tainment ? 

MR. HUNTER: We say that and 
we know it. 

MR. SHEPLEY: I am within the 
judgment of your Honours. 

JUDGE MacTAVISH: Go on in 
the meantime and we will.leave that 
aside. We will see later on what its 
value is, if any. 

MR. SHEPLEY: Now what rela- 
tion is there between a table showing 
unduly low rates of mortality and 
the ascertainment of a reserve in re- 
spect of the business? A.—Well, 
there is no fixed relationship; it may 
or may not show higher or lower re- 
serves. But, as a matter of fact, Mr. 
Rea’s table shows very low reserves, 
which would be an additional reason 
for not using it for valuations. The 
fact of the matter is that one should 
only use an aggregate table because 
of its close approximation to a select 
table. 

Q.—And not because of its inherent 
accuracy? A.—Its inherent qualities 
or accuracy. 

Q.—Then I think you said your 
data would not enable you at all to 
make an investigation upon the select 
basis? A.—No. ‘Perhaps I might add 
to that, as to mortality, that there 
should be sufficient scope between the 
various bases I have chosen for any 
deviations in the Foresters’ experi- 
ence from normal experience, because 
there is quite a wide difference from 
the O.M. table on the one hand, 
which is the least favourable, and the 
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Canada Life on the other hand, 
which is the most. 

Q.—Is there anything that you are 
aware of in the history or experience 
of the Foresters which would make 
for a permanence in low mortality? 
A.—None that I was able to see. 

Q.—Does any reason suggest itself 
to your mind at all? A.—None. So 
long as it is doing business as it is 
today, its mortality should always be 
good. On the other hand, I do not 
see why, when you give due effect to 
the time that insured persons have 
been in the society, I do not see why 
the rates of mortality should not be 
very near those experienced by other 
institutions. 

Q.—Which similarly have the same 
influences operating? A.—Yes. 

MR. KENT: That is a man does 
not live any longer because he is a 
Forester. A.—I believe that it is 
claimed that he does, but I have not 
been able to discover it. 


MR. HUNTER: If it keeps him 
from drinking, he may. 


MR. SHEPLEY: Not always, Mr. 
Hunter. 


_Q.—I want you to take up next, 
if you please, Mr. Grant, the lapse 
experience. What have you done 
with regard to that? A.—The Order 
made returns to the Commission 
necessary for investigating the lapse 
element, and I collated that experi- 
ence and brought out the lapse rates 
which prevailed for the years 1901 
to 1905 inclusive. 


Q.—And you have prepared a table 
which shows these secession rates or 
lapse rates upon a select basis? A.— 
I have. 

Q.—What do you say with respect 
to the accuracy of this from the data 
which you have, do you speak of it 
as being to the best of your ability 
and to the best of your belief and 
opinion, accurate work? <A.—In so 
far as it depended upon myself, yes. 

Q.—That is select secession rates 
based upon experience 1901 to 1905, 
taking the ages of entry 20, 25, 30, 
35, 40, 45, 50 and 55, and duration 
from one to fourteen years. (Exhibit 
714.) Now what does that show first, 
speaking generally, as the effect of 
secession? A.—It show a relatively 
high rate during the first six or seven 
vears and a quite rapid decrease from 
that to almost no rate at all after 
the fourteenth year for the youngest 
age, 


3252 _ ROYAL COMMISSION ON 


102nd day, November 23, 1906. 


Q.—And after the fifth or sixth 
year—the fifth year for the highest 
age. A.—Well, after the eighth year, 
the seventh year. 

Q.—I mean for the age 55 it is less 
than one per cent.P A.—Oh, yes; 
the percentage would be very small. 


Q.—Let me see what the signifi- 
cance of that is? That indicates that 
while there are lapses in the early 
history of the insurance, those lapses 
cease later on after the policy has 
persisted for some time? A.—Yes. 

Q.—And in that way the benefit 
of these lapses disappears? A.— 
Disappears. 

Q.—What else do you say about it, 
speaking generally with regard to the 
different ages, or in any respect? A. 
—It would show that the great mass 
of the lapses—perhaps this is repeat- 
ing what you said—took place dur- 
ing the first six or seven years and 
a very small percentage after that 
time. 

Q.—I want to illustrate this to 
your Honours for a moment. It is a 
feature the Foresters rely very large- 
ly upon. You see how the table runs 
down to less than one per cent. and 
similarly so with the older ages. (Re- 
fers to Exhibit 714.) Then, were you 
able to make a comparison of the 
table that you so prepared with Mr. 
Rea’s table of select secession rates? 
A.—Yes, Mr. Rea’s table of select 
secession rates is derived from the 
experience of the years 1894 to 1898, 
and published in the Supreme Court 
proceedings of the Order. I derived 
them from that source. 

Q.—I will put this in then, this is 
what you took, Mr. Rea’s table ac- 
cording to that publication? A.— 
Yes. (Exhibit 715.) 

Q.—Now, what does a comparison 
of your table of secession rates with 
the Rea table disclose? A.—Mr. Rea 
and myself are in agreement in say- 
ing that the lapses occur, at the 
youngest age, altogether within the 
first 15 years for practical purposes. 
But we are at variance—that is to 
say, the facts are at variance—with 
regard to the distribution over those 
14 years. In my table the lapses are 
large during the first six years, and 
small thereafter, as already said, and 
in Mr. Rea’s there is quite a per- 
centage over the sixth and seventh 
year. 

Q.—Are you able to base any con- 
clusion upon that? A.—Well, the 
lapse rate has changed very greatly 
from the period when Mr. Rea made 


6 EDWARD VII., A. 1906 


Ind. Order of Foresters. 
(Milton D. Grant, Recalled.) 


his investigation and the _ period 
which mine covers. 

Q.—Changed in what direction? 
A.—It is smaller on the whole, but 
its distribution has changed very 
materially. 

Q.—Do you base any conclusion 
upon that or can you assign any 
cause to that? A.—I think the reason 
for it is apparent. The rates were 
raised in 1899-the premium rates— 
and so the old members of the Order 
were paying less than new members 
and felt they were getting an advant- 
age and thought they would pay 
them and stay in the Order. They 
were more persistent by reason of 
that. The lapses are occurring large- 
ly among those who joined since 
1899. 

Benes ven Ane that that is so as 
a fac ——As a fac 
the data. itera cine 

Q.—Then does this comparison be- 
tween these two tables enable you to 
Say anything with regard to the pro- 
priety or safety or otherwise of tak- 
ing lapse rine into consideration in 
arriving at reserves and premium 
A.—It shows that if you ia Natal 
Mr. Rea’s basis for computing prem 
iums, the rate of lapse has become 
somewhat less since that time, and 
you would have chosen too large an 
element. You would find your prem- 
iums would be deficient by reason of 
the lapses not being as great as 
assumed. 


Q.—By reason of there being less 
profit from lapses than had been 
assumed? A.—Yes, and it shows gen- 
erally that the lapse rates within a 
very short period may change quite 
radically. iM 

Q.—Then you have illustrated from 
another table’ of lapses; what table 
is that? I see it is said to be “‘Fra- 
ternal Lapse Rate from Mantz on 
the Effect of Lapses.’? A.—That is 
from a book entitled ‘“‘The Effect of 
Lapses,’’ written and published by 
Isidor Mantz, an American writer on 
insurance. 
_Q.—What is the experience founda- 
tion for that? A.—It is based on 
the experience of a large number of 
Orders and is necessarily an average 
of the experience of those Orders. 

MR. HUNTER: Are you putting 
in that table, Mr. Shepley? 

MR. SHEPLEY: Yes, I am goigge 
to put that in? A.—This is the book 
from which that is taken. 

Q.—‘The effect of Lapses on the 
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Cost of Life Insurance.’’ Perhaps 
your Honours would let us consider the 
book itself as being part of the re- 
cord as well as the table which is 
taken from it. The table will be con- 
venient for the purpose of comparison, 
in the separate form, but I want the 
publication itself. (Book and table 
marked Exhibit 716.) Then, Mr. 
Grant, let us go on next to what you 
have done with respect to computing 
the premiums? A.—I computed the 
premiums for the benefits which the 
Order is granting upon all of the bases 
which I mentioned in connection with 
valuations; the O.M. table with lapse, 
the O.M. table without lapse, the Can- 
ada Life table with lapse, and the 
National Fraternal Congress table. I 
may mention that I did not use the 
National Fraternal Congress table in 
combination with lapse for the reason 
that it is regarded as objectionable 
to use select lapse rates with an aggre- 
gate table. 

Q.—Now, let me take first the tables 
that you have framed on the O.M. 
table. You have divided that table 
into two parts; first you have treated 
the insurance as whole life benefit, 
premium ceasing at age 70? <A.— 
Yes... (ix... 717.) 


Q.—Is that unduly favorable to the 
Order? A.—Yes. 

Q.—In the other table you have put 
the premiums for the Foresters modi- 
fied endowment at 70, is that about 
how they ought to be treated or is it 
favorable enough? A.—That is un- 
doubtedly, I think, how they should be 
treated. That is the benefit we spoke 
of some time ago, the annuity begin- 
ning at 70. 

Q.—Now, let me take one of these 
ages. At age 20 under the first method 
you get $12.74 without allowance for 
lapse, $11.44 with allowance for lapse, 
or a difference of $1.80; that is a dif- 
ference of 10.2 per cent.? A.—Yes. 

Q.—Then, treating the insurance as 
modified endowment at 70 without al- 
lowance for lapse, $13.23; with allow- 
ance for lapse, $11.86; a difference 
of $1.37, or 10.4 per cent. That is a 
fair comparison, having regard to 
the allowance for lapse in both cases? 
A.—Yes. 

MR. HUNTER: Would you ask, 
Mr. Shepley, what allowance for lapse, 
so as to have the record clear? 

MR. SHEPLEY: What allowance 
for lapse, upon what were your al- 
lowances based? A.—The actual lapse 
rates of the Order as found to exist 
by me for the period mentioned be- 
fore. 
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Q.—And set out in the table which 
has been filed? A.—Yes. 

MR. HUNTER: I thought Il 
noticed, Mr. Grant, that you had gone 
a little under in order to be on the 
safe side? A.—In my adjustment of 
the rates of course. 

MR. SHEPLEY: What do you 
mean by a little under? A.—I mean 
that, for examp]e, there might be 
some cases of lapses 20 years after the 
policy was granted, but they would 
be such a small proportion of the 
whole number of lapses that it would 
not be profitable in any respect to 
run out your table to 20 years. As 
a matter of fact for all practical pur- 
poses they might be regarded as ceas- 
ing at 14 years or 12 years, as the 
case might be. And also no actuary 
would ever go above the actual rates. 
If anything he would go below in his 
adjustment. 

Q.—You want to err on the safe 
side? A.—On the safe side. 


Q.—Then you have made a com- 
parison for the purpose of ascertain- 
ing whether your allowing for the ef- 
fect of lapse rates, as you found them 
to exist, brings about a greater or less 
reduction in the premium, than the 
premium brought about by the Rea 
abstract ? A.—I did examine that 
point, and I have framed a table il- 
lustrating the results, that is to say 
at age 20 the difference for the whole 
life benefit was found by Mr. Rea to 
be 95 cents. That is the difference 
between the premium, with allowance 
for lapse and without allowance for 
lapse; as against the $1.30 just re- 
ferred to. That shows generally that 
as betwen the two lapse rates pre- 
vailing there is considerable modifi- 
cation required—perhaps considerable 
is too strong a word—some.- modifica- 
tion required on account of the dif- 
ference prevailing. 


Q.—Then this is the net premium 
computed after the actuarial investi- 
gations of 1898 (Exhibit 718). Then 
as to the effect of lapse between the 
Rea abstract and your own work, does 
that represent and emphasize what you 
say as to the necessity for caution in 
making use of it? A.—It certainly 
does. There is a special necessity for 
caution in using the lapse rates in 
making out premiums, because if you 
have assumed too high a rate of lapse 
you would be left inevitably with a 
deficiency. 


Q.—Then you have prepared a table 
also comparing the premiums in force 
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in the Foresters with the premiums 
deduced on the O.M. with and with- 
out lapse, the Canada Life select, with 
and without lapse and the National 
Fraternal Comgress premium? A.— 
Yes. 

Q.—That is table D. (Exhibit 719. 
Do you make any observation with 
regard to part of the Foresters’ busi- 
ness being upon the old rates? A.— 
I would illustrate it by citing one 
age, if you please? ; 

Q.—Yes? A.—At age 25 the prem- 
ium by the O.M. table making allow- 
ance for lapse is $138.77. 

Q.—That is without lapse, is it not? 
A.—That is with lapse. By the Can- 
ada Life select table with allowance 
for lapse it is $12.62. By the Na- 
tional Fraternal. Congress, no lapse 
there, . $13.83. Whereas the Forest- 
ers’ old rate and now in force for the 
old members is $7.64 at that age and 
is now $10.72 for new members. 

Q.—For members coming in since 
the change in the rates. That is a 
sufficient comparison for the purpose 
but there is a comparison at all the 
ages made in this table D. Then, 
have you further illustrated that cir- 
cumstance by constructing a_ table 
D-1?: A.—Yes. (Exhibit 720). 

Q.—What is that? A.—Table D-1 
contains the same tables as are given 
in certain columns of this last table 
just filed, namely, the rates: in the 
Foresters prevailing before 1899 and 
now in force for old members, and the 
final column shows what would be re- 
quired for the same benefits if no 
deaths occurred at all, upon absolute- 
ly the most favourable «assumption 
that can be thought of, that men don’t 
die at all. 

Q.—That is do not die until when? 
aba our purpose, do not die at 
all. 

MR. HUNTER: Do not die until 
70. Supposing they do not become 
claims? A.—They do not die at 70. 
You then pay them the annuity. After 
that we do not care’ whether they die 
or not. 

MR. SHEPLEY: Table D-1 take 
for instance age 25 on the early prem- 
iums of the Foresters $7.64, and there 
are two earlier periods both before 
99, say the same, $7.64. The prem- 
ium required when no deaths occur 
would alone be $6.83? A.—Yes. it 
happens to be below at that age, but 
at all other ages it is above. 

Q.—For instance take 45, $11.63 
for the period ’81 to ’95 with the For- 
esters’ premium; $14.83 period ’95 to 
°99; and the premium required, if 
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they all live to 70 is $19.86. Then, 
Mr. Grant, let. us go on to one of the 
other classes of insurance; expecta- 
tion of life benefit, what is that? 
A.—That is a benefit payable when 
the insured attains his expectation vf 
life according to a.certain mortality 
table. 

Q:.—And that covers about what 
volume of the insurance on the books 
of the Foresters? A.—It is a small 
amount, a million and a quarter. 

MR. HUNTER: Less than one per 
cent. of the amount in force? A.— 
Quite so. 

MR. HUNTER: Would you mind 

putting it that way that it would be 
less than one-half of one per cent. of 
the amount in force? 
_ MR. SHEPLEY: Yes, I am want- 
ing to bring out that it is very trifling 
as compared with the total volume, 
but I do not want to have it supposed 
that Mr. Grant had overlooked that. 
Now, you have made a table with re- 
gard to the premiums in the case of 
that insurance as well? A.—Yes. 

Q.—And that is table E. (Exhibit 
721.) What do you find with regard 
to that? A.—It shows that the rates 
the Foresters charge for that benefit 
were very much lower than the prem- 
iums by any of the tables I have em- 
ployed, lower than the premium is 
stated by those tables to be. 


_ Q.—What premiums are you speak- 
ing of with respect to the Foresters? 
The present premium? A.—They have 
discontinued that benefit, and there- 
fore those are still the premiums that 
are being collected in respect of the 
insurance that is outstanding. 


Q.—How long will those expectation 
benefit policies still be coming in? 

—I think from my observation of the 
data about the year 1940 before they 
will, all be off the books. 

Q.—Now, dealing with that by it- 
self, will that class of insurance from 
now on until it has all come in, be a 
source of ‘profit or loss? A.—It will 


be a source of loss. It won’t carry 
itself, 


Q.—Absolute loss, do you say? A. 
—Absolute loss, yes. 

Q.—Then with regard to the term 
insurance, I see you have also arrived 
at premiums in respect of that? 

MR, HUNTER: No, he has taken 
the ordinary standard rates? A.—I 
have taken the rates the Foresters 
charge for their term insurance and 
side by side I set out the rates charg- 
ed by one of the old line companies. 
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MR. SHEPLEY: Have you reduced 
them to the same denomination in re- 
‘spect of eliminating expenses? A.— 
‘No sir, the Foresters rates are gross” 
and the insurance companies’ rates 
‘are gross. sets 

Q.—Then, perhaps, that is only a 


rough comparison? A:—It is only a — 


rough comparison inasmuch as the in- 
surance companies’ rates will be load- 
ed more heavily for expenses. 

Q.—What is the experience with re- 
gard to mortality in respect to term 
insurance? A.—So far as I am aware 
it is always higher than other classes. 

Q.—Is there a reason for that? A. 
—It is known among actuaries as an 
adverse selection, against the com- 
pany. That is, men who have a feel- 
ing that they are not very sound lives 
will take these cheap forms of insur- 
ance and that feeling is found to be 
entirely substantiated by results, on 
that hypothesis. 

MR. HUNTER: Will you ask him 
the basis of those gross: rates? 

MR. SHEPLEY: Mr. Hunter wants 
to get the basis, if you can tell us, 
of each of those gross rates. 


MR. HUNTER: The term rates we 
are speaking of. ,Shown in table F. 
The Foresters and the standard rate. 
I am informed that the standard rate 
is the H.M. term rate loaded 50 per 
cent. JI am informed that the For- 
esters’ rate is the H.M. loaded 10 per 
cent? A.—I know nothing personally 
about the standard rate being loaded 
50 per cent. JI can say that for two 
or three ages I have tested the For- 
esters’ rates and I find them to be the 
H.M. 4 loaded 10 per cent. at the 
ages which I tried. (Table F. is 
marked Exhibit 722. 


MR. SHEPLEY: Then, Mr. Grant 
we come to the valuation of the cer- 
tificates themselves, that is to the 
computation of teserves. Wil you 
tell us-what you did with regard to 
that? A.—I valued the business of 
the Order on the 4 bases that I have 
already mentioned: i 

Q.—Under the law, as it now 
stands, there is no requirement as to 
reserves in connection with frater- 


. nal societies or in connection with 


the Foresters? A.—No. 


 Q.—Does it follow from that, pro- 
perly and legitimately as the law now 
stands, that the Foresters is solvent; 
taking any law, if there is any, that 
applies to them? A.—It is legally 
solvent, just as a grocer may be legal- 
ly solvent, although he may owe $20,- 
000 and have only $5,000. 
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MR. HUNTER: That would hardly 
be a test of legal solvency in the case 
of the grocer. I think you had better 
leave your answer at legal solvency. 


MR. SHEPLEY: I think Mr. 
Grant can make the comparison if he 
chooses and I do not think it is ob- 
jectionable at all. Then, what Mr. 
Hunter suggests and I quite fall in 
with the idea is that we should pre- 
cede your computation as to reserves 
with this statement, that if the law 
required reserves to be maintained by 
the Foresters, thus and so you would 
find upon the examinations you have 
made? A.—Yes. 


Q.—Now, if you will proceed to 
tell me how you went about the com- 


putation of the reserves. Describe the 


plans you have used? A.—A feature 
of the Foresters’ business is that the 
ages of its members are taken as of 
last birthday which means that on 
the average they are half ages when 
they enter the Society. A man who 
is nominally aged 20 is really aged 
204 on an average when entering the 
Society. That has been taken into 
account in the valuations and also the 
fact that when you value, the term 
of the policy, during which policies 
have been in force, would be half a 
year for last year’s policies, one and a 
half for the year before and so on. 
In making the valuation by the O. 
M. table—select table—I had _ there- 
fore to take that into account and to 
modify the table in order to make it 
conform to those facts. Similarly in 
the case of the Canada Life table. 
In the case of the National Frater- 
nal no such modification was required. 

Q.—RBecanse it had accommodated 
itself already to that? A.—Being an 
aggregate table. 


Q.—Then what about the prem- 
iums you made use of for your com- 
putations, having regard to its being 
necessary, in order to have one limb 
of your equation, to ascertain the pre- 
sent value of the future premiums. 
What did you do with regard to 
that? A.—I used in the main valu- 
ations the premiums as shown by the 
mortality table which I used as sufh- 
cient for the benefit. 


Q.—That is those premiums at 
which you had arrived in the way 
you. have already explained? <A.— 
Yes, which means that the assump- 
tion is introduced that the Order’s 
rates will hereafter be equivalent to 
those premiums. 
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Q.—That is you have assumed that 
the Order was carrying on its business 
henceforth upon what your  investi- 
gation has made you think would be 
an adequate premium? A.—An ade- 
quate premium. 

Q.—You say in the main you did 
that. In what respect did you de- 
part from that? A.—Well, I made 
other valuations upon the assumption 
that the Foresters would not  inter- 
fere with their present rates at all, 
that they would allow them to re- 
main in force during the whole terms 
of the policies, just as they are, which, 
of course, means that a very much 
lower premium on the average was 
taken into account and means a much 
greater liability, because if you are 
getting less income, when you have a 
fixed liability to meet, you have in- 
evitably a greater difference between 
the two. 

Q.—In other words as ‘‘a’’ dimin- 
ishes ‘‘x — y’’ grows? A.—Yes. 

Q.—Do you think it was necessary 
in order to a fair statement of the 
position, to use both those methods? 
A.—I think so, for the reason that if 
the Order does not raise its rates at 
once, part of that extra liability at 
least, will accrue. 

Q.—Then, in arriving at your re- 
serves, what did you do in resnect of 
lapses and lapse rates? A.—Well, by 
two of the bases I combined the lapse 
rates with the mortality rates and 
gave that all the effect that should 
be given to it in computing the re- 
serves. 


Q.—And with regard to the other 
tables you omitted that? A.—I 
omitted the consideration of lapse. 


Q.—In your own view as an actu- 
ary and having regard to any vossible 
circumstance of difference between 
this Society, or a friendly society gen- 
erally, and an ordinary life insurance 
company, what do you say as to the 
propriety of making allowance for lapse 
in arriving at reserve? You have al- 
ready said it must be applied with 
caution? A.—To the computation of 
premiums. 


Q.—What do you say with regard 
to the computation of reserves? A. 
—If it has been taken into account 
in the computation of. premiums then 
it evidently must be in the computa- 
tion 6f reserves. 

Q.—Then as to both what is your 
opinion as an actuary? A.—I myself 
would not use it at all, and there is 
a great deal of objection to using it 
from all quarters I may say, even 
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from fraternal Orders themselves. 
Here is a report made by the com- 
mittee on revision of rates of the 
Catholic Order of Foresters, and these 
are all members of the Order them- 
selves, you will understand, and this 
is practically the conclusion to which 
they come as set forth in those pas- 
sages marked. 


MR. HUNTER: Who prepared that, 
Mr. Grant? A.—The committee ap- 
pointed by the Catholic Order of 
Foresters to bring in a report on the 
rate-. 

Q.—But who was the actuary who 
prepared the table? A.—I_ don’t 
think it is stated; I have no further 
knowledge. 

MR. SHEPLEY: There is a refer- 
ence, I see, to Mr. Mantz and a 
quotation from him. This is what 
Mr. Mantz says: ‘‘The fact that 
lapses are a distinct loss and detri- 
ment to the company is now so well 
established that all life insurance 
companies, and most of the modern 
assessment associations or stipulated 
premium companies, deduct from the 
surrender value of a_ policy that 
lapses such a sum as will cover the 
cost of replacing the business.’”?’ A.— 
That is a quotation from this book. 


I have verified that. (Exhibit 716, 
book.) 


Q.—He also says: ‘‘Any company 
or association or society, which does 
not collect on a policy or certificate 
of membership more than the current 
cost of carrying the risk gains abso- 
lutely no financial advantage if the 
policy or certificate lapses. And if 
the policy holder or member has not 
contributed in addition to the actual 
cost of carrying the risk a sum equal 
to the cost of procuring him as a 
member, it loses in two ways, viz., 
the expense incurred jn replacing the 
business and the increase in death 
rate on account of selection against 
it.’’ With your Honours’ permission 
T would put in this Report. It is 
now three and a half years old. It 
is an International Convention beld 
at Detroit, Michigan, in August, 
1901, the report being submitted in 
May, 1903. They seem to have taken 
a good time to consider the subject 
there. (Exhibit 723:) A.—I should 
say in addition to that that, under 
certain circumstances, the use of 
withdrawals is legitimate; in pension 
funds, for example; where there is a 
certain profit clearly accruing from 
that source it is properly taken into 
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account; in ‘superannuation funds, 
where membership is compulsory, for 
example, and where withdrawal from 
a fund means sacrifice of what you 
have paid in. 

Q.—Then what is the result in your 
own inquiry and investigation into 
this particular matter, what is your 
own ascertainment with regard to the 
effect of introducing the lapse ele- 
ment? A.—The lapse element may 
or may not call for higher reserves. 
If the policies are of short dura- 
tion—the policies that are being 
valued are of short duration— 
and if the lapse rate happens to have 
a particular incidence, you may have 
lower reserves; but after the period 
during which lapse is active, the re- 
serves. will always be higher by in- 
troducing the lapse element. That 
follows because you are really valuing 
a smaller premium. The effect of 
taking the lapse element into account 
is to give you a smaller premium, 
therefore your assets which you may 
set against your gross liabilities are 
less and gives you a higher reserve 
or net liability. 

Q.—Then you have summarized in 
a table the results of the valuations 
zou i made? A.—yYes. (Exhibit 
724, 

Q.—That is in a table headed 
“Reserve Liability.”’? Give us gener- 
ally the result according to each 
table. A.—By the O.M. table with 
lapse the total reserve liability is 
$39,892,000, omitting the odd hun- 
dreds. By the O.M. table without 
lapse it is $36,121,000. 

Q.—That is you get lower reserves 
without the-lapse than you do with 
it? A.—Taking the lapse into ac- 
count calls for higher reserves by over 
three millions. | 

Q.—Then the Canada Life select 
table, that is also computed with 
lapse? A.—The reserve upon that 
basis is $37,596.000. And by the 
National Fraternal Congress table it 
is $33,404,000. 

Q.—I ought, perhaps, to have cor- 
rected, when you said $39,892,000, 
the O.M. table with lapse, that ought 
to have excluded $309,599, that being 
the old age annuities. the valuation 
of the old age annuities and there is 
no lapse element there. A.—I don’t 
think I should exclude it. : 

Q.—You have said the lapse ele- 
ment does not enter into that par- 
ticular computation? A.—No, never- 
theless it is to be included in the 
total liability. 
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Q.—Yes, I am not saying that, but 
what you have said as to lapse does 
not apply to that portion. A.—Does 
not apply to that, because the in- 
surers are over 70 and there is no 
lapse at all. 

Q.—Then you have examined the 
Insurance Department Returns for 
the purpose of getting at the assets 
of the Foresters? A.—Yes. 

Q.—What are those assets, after 
adjustment? A.—The net assets— 
assets available for purpose of liabil- 
ity are $8,817,658, with odd cents. 

MR. HUNTER: I want that again 
put hypothetically, that if the law 
required us to maintain reserves; be- 
cause that is the true surplus on the 
present state of the law. 

MR. SHEPLEY: The net assets. 
Would you accept this; the net assets 
that you have now on hand or had 
on the 3lst December, out of which 
to pay policy obligations, amount tc 
eight millions. 

MR. HUNTER: That is not its pur- 
pose; that is our assets over and 
above our present liabilities, which ia 
the legal definition of solvency in the 
case of this society, by the law of 
Ontario, which prevails at our head 
office. I think that is a fair state- 
ment of it. 

MR. SHEPLEY: Then it has gone 
down and I accept it as a fair state- 
ment. I am not going to find fault 
with it at all. You are quite right 
that this is’ hypothetical. Then in- 
stead of taking the premium which 
you have ascertained to be adequate, 
you have taken the premiums which 
are actually in use, and what results 
do you reach? A.—By the National 
Fraternal Congress table, provided 
the Order never raises its rates at 
all, it should have on hand at the 
present time to meet its total liabili- 
ties, $58,844.000. 

Q.—Then the O.M. That is allow- 
ine credit for the present assets? A. 
—Yes. By the O.M. it would be 
$62.443.000. I had better say three 
thousand. taking it to the nearest 
thousand. NOK 

Q.—That would be the total liabil- 
ity. without taking into considera- 
tion—at least as against that von 
would have the eight million of assets 
now on hand. A.—Yes. 

Q.—Then are vou able from the ex- 
amination you have made to give us 
your view with regard to the com- 
parison of the business before ’99 and 
since *99? A.—yYes, I divided the 
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business with regard to the low rates 
being paid before ’99, and as a con- 
sequence with regard to the higher 
rates since ’99, and I find that the 
first section of the business, which is 
a little more than. half the business, 
on which is now being collected the 
low rates,—produces a liability of 
$47,811,000 upon the assumption that 
the rates willbe left untouched. 

Q.—That is in respect of that busi- 
ness, with the old rates? A.—Yes. 
The second section is the new busi- 
ness since ’99, somewhat under half 
the total business, and the reserve 
liability under that section, provid- 
ed present rates remain in force, will 
be $11,033,000, the total making up 
the $58,844,000 before mentioned. 

Q.—Then are you able to compare 
the present value of the premiums 
which are actually being received with 
the present value according to these 
tables of the premiums which were 
employed? A.—yYes, by the National 
Fraternal Congress table the present 
value of adequate premiums should be 
$29,285,000. That would be an asset 
to be set off against the liability en- 
tailed by the policies. The present 
value, however, of the actual prem- 
iums now being collected on the busi- 
ness since ’99 is only $22,543,000, so 
according to that standard, the Na- 
tional Fraternal Standard, there will 
be a deficiency unless those rates are 
raised. That is in respect of the new 
rates. 

Ore in vr oeet of the old you made 
a similar comparison? A.—In respect 
of the old the present value of the 
premiums they are actually collect- 
ing; provided they remain in force, 
would be $36,753,000—I beg pardon, 
on the National Fraternal, value of 
adequate premiums would be $36,- 
753,000, whereas the present value of 
the actual premiums they are collect- 
ing, assuming ‘that they will remain 
the same, would he only $18,056,000, 
so that they are only about half suf- 
ficient. 7 

MR. SHEPLEY: Mr: Hunter 
raises now the question: he raised he- 
fore with respect to the table which 
T do not desire to put in. Of course 
if the witness had been. able to say 
that -any reliance: could be placed 
on it, even as an aggregate Babs. I 
would have: no objection. 

JUDGE MacTAVISH :’ Why oH you 
desire to put it in? 

MR. HUNTER: The witness has 
compared certain other tables of mor- 
tality with the Rea table, compiled 
in the same way as an aggregate table 
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on the experience from ’94 to ’98. 
This is the same class of experience 
for ’01 to ’05 and prepared, we pre- 
sume, in the same way as an aggre- 
gate table. The comparison as to the 
mortality table of Rea’s should in- 
clude a comparison of this table, to 
make the record complete:for any pur- 
pose. I may point out that if the 
data are so incorrect that no reliance 
can be placed on that as an aggre- 
cate table, the same data are used 
by the witness to get his lapse table 
and to get all the other information, 
so the same vice would pertain to all 
the other tables. 

MR. SHEPLEY: Not to all the 
other tables. 
~ MR. HUNTER: Yes, he gets his in- 
formation from the same data. 

WITNESS: The exposed to risk 
would be the same, but of course in 
getting out lapse rates a variation in 
the exposed to risk has not the same 
effect as it has in making out mor- 
tality rate. You have a little great- 
er latitude. I think any actuary 
would admit that. 

MR. HUNTER: This can be left 
until you examine Mr. Pipe as to the 
use that would be made of an aggre- 
gate table by us or by anyone else, 
but we do not want this taken away; 
it has a significance on the mortality 
experience. 

JUDGE MacTAVISH: It may have 
a significance. Has it a use to the 
Commission or to you? 

. MR. HUNTER: It has a use to 
both, I should think. 

JUDGE MacTAVISH: I cannot see 
the use of it to the Commission. 


MR. HUNTER: Thee evidence is 
that the commercial companies use an 
aggregate table to get premium rates. 
The statement is that this particular 
aggregate table cannot be used for 
that purpose because it shows too wide 
a departure from an average table. 
That will be for the Commission to 
say when they see this along with the 
other tables. I presume that it is 
for the Commission to say whether 
the’ table can be used or not. What 
is the use of taking it away from us? 
Let us have access to it. - 

JUDGE MacTAVISH: Have you 
been refused access to this? 

MR. HUNTER: No, we have not: 
we have seen it, but we have no copies 
of 1t. We have cupies of the other 
tables. ; 

JUDGE MacTAVISH: I do not see 
any good purpose to be served by mak- 
ing it part of the record. It does not 
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seem to me that it will be of any 
use at all to the Commission. How- 
ever, we will leave it until Mr. Pipe’s 
examination. _ 

MR. HUNTER: In the meantime 
IT suppose the table will be left here? 

JUDGE MacTAVISH: I suppose so. 
Mr. Grant will be here. 

MR. SHEPLEY: Mr. Grant will be 
entirely at our service as long as re- 
quired, and also all the papers that 
he has, subject always to the ruling of 
the Commission .as to any particular 
document. 


JUDGE MacTAVISH: Then we will 
adjourn now until 2.15. 


(At one o’clock adjourned to 2.15.) 


AFTERNOON SESSION. 


MR. SHEPLEY: In order that I 
may not lose sight of it, I put in the 
Registrar’s abstract of Foresters’ 
Island (Exhibit 725). There are some 
conveyances which appear to have 
been in trust, and which involve the 
grantees making mortgages to the 
Foresters before the deed of gift from 
Dr. Oronhyatekha. Our information 
is that this conveyancing was to rela- 
tives of the Doctor’s. It seems to 
have been in trust because the prop- 
erty was reconveyed to him from time 
to time to deal with. Then the ab- 
stract is carried down sufficiently far 
to show the deed of gift. Yesterday 
morning I reserved an exhibit’s space 
for a document in connection with 
Dr. Montague. It turns out appar- 
ently now that it is already in as 
Exhibit 453, or as part of Exhibit 
453. So that that will leave an ex- 
hibit space loose, if anybody wants it. 
Then I call Mr. Pipe. 


SIDNEY H. PIPE sworn, exam- 
ined by _. . 

MR. SHEPLEY: Q.—You are an 
actuary by profession? A.—Yes. 

Q.—And you are the actuary in 
charge of the actuarial branch of the 
Foresters’ business ? A.—No, I am 
not. I am the actuary to the Canad- 
ian Branch of the London and Lan- 
cashire Insurance Company. 

Q.—What connection have you with 
the Foresters? A.—They consulted 
with me in the preparation of their 
case for the Insurance Commission. 

Q.—Then you have been consulted 
with regard to the preparation of 
their case for this Commission? A.— 
Yes. 

Q.—Have they a regular actuary? 
A.—Yes, they have an actuary at the 
head office, Mr. Fitzgerald. 
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e Q.—And in connection with the 
‘preparation of the case for the Com- 


mission you have been advising them 
from time to'time ? A.—Yes. 


Q.—Perhaps you were advising the 


‘Doctor while he was under examina- 


tion. A.—In what way do you mean? 
Q.—Well in regard to certain actu- 
arial matters which from time to time 


‘were touched upon during that exam- 


ination. A.—Well, I would not endorse 


his actuarial opinions. 


Q.—Not unless you agreed with 
them? A.—Well, I mean that I would 
not have it on record that his opin- 
ions were mine. 

Q.—What you say then is that you 
were not advising him during his ex- 
amination. A.—I think I can safely 
say that. 

MR. HUNTER: I think the fair 
way to put it was that he was advising 
me, and I was advising the Doctor. 

MR. SHEPLEY: I do not care 
whether it was mediate or immediate; 
were your views supposed to be in 
communication to the Doctor while he 
was being examined? A.—I communi- 
cated my views to the Doctor, yes. I 
do not say that he communicated them 
to the Commission. 

Q.—I was not suggesting that, only 
I wanted to know what actuarial light 
the Doctor had while he was being 
examined. Are you familiar with this 
exhibit 446 which was put in by the 
Doctor while under examination? A. 
—Yes, I think I prepared that. I 
do not know. +I would not say for 


certain, but I am familiar with it. 


Q.—You would not say for certain 
that you prepared it, but you think 
you didP .A.—Yes. 

Q.—That puroorts to be a compari- 
son of expense ratios for the year 
1905 extracted from the Parliamentary 
Report of the Department, including 
the expenses of the Sick and Funeral 
Department of the I. O. F. and of 
Canadian Life Lnsurance companies 
reporting to Dominion Insurance De- 
partment, and the expense per policy 
in the case of all Canadian institu- 
tions reporting was $15.61, while the 
expense per policy of the Foresters 
was said to be $2.10; expense per $1,- 
000 of insurance in force, of Canad- 
ian $14.30, Foresters $2.35. Is that 
in respect of the matter of expense 
with which it deals a fair per cent. ? 
A.—Well, the percentage made in this 
way, that certain fees are paid by 
members when they enter the Order 
out of their own pockets. It. is a 
certain payment made by them irres- 
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pective of the rate of premium. These 
can be obtained from the Blue Book, 
and were deducted from the total ex- 
penses of the Order and the ratio 
found from this balance. 


Q.—What I asked you was whether 
you thought it was a fair per cent., 
if you were trying to get at the ratio 
of expense? <A.—Yes, I think it is. 
Well, there are other points to be 
considered ; that is the Court dues and 
things that cannot be brought into 
the calculation at all, because they are 
not shown in any Report. 

Q.—What I am trying to get at is 
whether the per cent. is a fair one. 
You seem to think there are some cir- 
cumstances you ought to explain and 
that is what I am trying to get at— 
the explanation. Then it will prob- 
ably be seen more plainly whether it 
was a fair per cent. or not. A.—Well, 
the ratio premium income there as 
shown would have been actually de- 
ducted from the premium income on 
account of expenses. 


Q.—In the case of Canadian com- 
panies, what expenses have been taken 
into consideration? Everything? A. 
—Everything, yes. 

Q.—In connection with the Fores- 
ters have medical examination fees 
been taken into consideration? A.— 
No. 

Q.—Or admission fees? A.—No. 

Q.—Or local rate dues? A.—No. 

Q.—Although those have all been 
available for expenses? A.—Paid di- 
rectly by the member. 

Q.—But all available for expenses? 
A.—Oh yes, he has to pay them. 

Q.—And you have not a revised 
computation which would give those 
features? A.—I do not think you 
could get at them because they are 
not shown anywhere. 

Q.—That is all I want to ask you 
about that. 

MR. HUNTER: Q.—You might 
add that those matters you are refer- 
ring to do not go into the Supreme 
Court and do not reach the Supreme 
Court account? A.—That is the 
point I wish to convey. 

MR. SHEPLEY: You said it was 
not practical to get that? A.— 
Yes. 

Q.—It does not go into the Supreme 
Court accounts, and that is a per- 
fectly proper observation to make. Do 
you know that document Exhibit 469? 
A.—Yes sir. 

Q.—Have you the computations on 
which that is based? A.—I believe 
I have. 
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Q.—Have you them here? A.— 
Yes, I think so. 

MR. HUNTER: Q.—What is that? 
A.—That is the N.F.C. rate. 

MR. SHEPLEY: Q.—Yearly prem- 
ium payable in monthly instalments 


’ for life policy according to National 


Fraternal Congress Table of Mortal- 
ity, and 4 per cent. interest, and I. 
O.F. secession rate 1905. Then a 
comparison is made. Well, it is very 
close? A.—Present rates? 

Q.—Present I1.0.F. rates, with the 
Fraternal Congress and 4 per cent. 
and the I.0.F. secession. Perhaps J 
can ask you the question and you can 
answer it from your computation. In 
the first place taking the National 
Fraternal Congress figures, what sort 
of a mortality table have you used? 
A.—Aggregate table, the N.F.C. table. 

Q.—And you have combined with 
that the I.0.F. secession? A.—Yes. 

Q.—What sort of a table is that? 
Select or aggregateP A.—It is a 
select table. 

Q.—What do you as an actuary say 
as to applying figures from a select 
table of mortality to figures from an 
aggregate table? A.—I am of opin- 
ion that, provided that aggregate 
table shows the rate of mortality per- 
taining at each age of insurance, that 
that can be safely done. 

Q.—Do you agree with what Mr. 
Grant said this morning with regard 
to the advantages of a select table of 
mortality over an aggregate table? 
A.—Oh yes, I agree that if it is pos- 
sible to use the select table it is 
preferable, at the same time my opin- 
ion is that it merely alters the in- 
stance of the rate, that under’ the 
select rate one person may pay a little 
more than under the aggregate, and 
that is the effect that it has. 

Q.—Would you, if you could avoid 
it, apply a select lapse table to an 
ageregate mortality table? A.—I 
would prefer to use the select mor- 
tality table, but I would not think it 
was wrong to use an aggregate. 

Q.—You would not think it was 
wrong? A.—No. 

Q.—It is a little out of place, is it 
not? A.—No. The first time there 
was any objection raised to it was in 
this room. You cannot find any objec- 
tion in the Journal of the Institute of 
Actuaries. 

Q.—You would prefer the other if 
you had the information? A.—Yes. 

MR. HUNTER: Is there any ex- 
ample in the Journal of the Institute 
of Actuaries and if so let us have it 
on the record. 
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MR. SHEPLEY: Q.—What do you 
say to that? A.—I say that in the 
examples in the Journals of the Insti- 
tute of Actuaries, wherever the com- 
bination has been made, it has al- 
ways been made to the best of my 
knowledge with an aggregate table of 
mortality and select table of lapse, 
and it has never been criticized. 

Q.—Is that because select tables of 
mortality have not been available? A. 
_Not at all, because it is only of re- 
cent years that the question of the 
allowance of lapse in fraternal so- 
cieties has attained any prominence. 
We have had all along a select table 
deduced from the H. M. experience, 
and it has never been used. 

Q.—You say at all events that use 
has been made of it and it has never 
been critcized until you have heard 
it criticized here? A.—That 1s all. 

Q.—After all said and done, you 
prefer the other if you had the in- 
formation? A.—Yes, if I had the in- 
formation. 

Q.—In the National Fraternal Con- 
gress premium, what sort of policy 
was that for? A.—That was for a 
life policy; that is the sum insured 
payable at death, and premium pay- 
able ceasing at age 70. 

Q.—How did you get at the prem- 
ium? The National Fraternal Con- 
gress is on whole life policies is it 
not? A.—Well, the National Fratern- 
nal Congress table is a table of mor- 
tality from which you can deduce the 
value of any benefits you wish. 

Q.—What you mean is that you de- 
duce in respect of the Fraternal Con- 
gress premium, a premium or prem- 
ium table or mortality table, a prem- 
ium which would pay for the sort of 
insurance that the Foresters are giv- 
ing? A.—No. I do not say that. 

Q.—What is the comparison then? 
A.—The comparison, the benefit I 
got out of it was for insurance pay- 
able at. death, premiums payable at 
death, premiums payable at age 70; 
that is the benefit of the I.0.F. as it 
at present stands in their constitu- 
tion. They have thrown off the dis- 
ability benefit but as a matter of fact 
that has never been put in practice. 
and therefore as a matter of actual 
fact the proper premium should §al- 
low for the endowment benefit. 

Q.—If a proper premium was al- 
lowed for the endowment benefit, this 
comparison would not be the same? 
A.—Oh. no. 

Q.—Which would have been the 
higher? A.—The endowment benefit 
would have been higher. 
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MR. HUNTER: The heading of 
that shows what it is. 

MR. SHEPLEY: I quite accept 
Mr. Pipe’s explanation of what he 
says. ‘‘Yearly premium payable in 
monthly instalments for life policy 
according to the N.F.C. table of mor- 
tality four per cent. and I.0.F. seces- 
sion rates 1905, premiums to cease at 
70 and five per cent. loading added 
for expenses 
_MR. HUNTER: You are not read- 
ing from, the exhibit. 

MR, SHEPLEY: Do you mean to 
say that the copy was not the same? 

MR. HUNTER: The premiums 
cease at age 70, and five per cent. 
loading added for expenses. 

MR. SHEPLEY: Yes. I do not 
dispute what you say for a moment. 

Q.—You see the premium given for 
the N.F.C. is obtained by applying 
that; premium to cease at 70 and five 
per cent. added for expenses? A.— 
Yes. 

Q.—If you were to compare with 
that the benefits that accrued under 
a Foresters’ policy, which you tell me 
is different, would you be able to do 
that for the figure, the present I.0.F. 
rateP A.—Would the present I.0.F. 
rate be sufficient? 

Q.—YesP A.—No. 

Q.—That is quite sufficient for what 
I am trying to get at. Then that, I 
think, is all I want to ask you about 
that particular exhibit. Were you 
concerned also in the preparation of 
exhibit 457? A.—No, sir, not to my 
knowledge. 

Q.—That you do not know about? 
A.—No. 

Q.—I would like to ask you whether 
you know how it was made up; can 
you tell from your knowledge of 
the affairs of the society? A.—No, 
sir, I could not say as to that. 

Q.—I will just ask you one general 
question: this purports to be a com- 
parison of the cost per application in 
the Australian business of the I.0.F. 
with the cost per policy secured in the 
case of a leading Canadian old line 
company. Can you tell, for instance, 
whether any expenditure is included 
in the Australian expenditure beyond 
the expenditure in Australia itself? 
A.—I would imagine that expendi- 
ture would include the Australian ex- 
penses, but it would exclude the cost 
of doctors’ fees and membership fee. 

Q.—And you would not understand 
they included the head office expenses 
of the Order elsewhere than in Aus- 
tralia? A.—Well, I am not prepared 
to say that. 
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Q.—Then in the case of that leading 
Canadian company, are the figures sig- 
nificant to you? Can you tell whether 
those figures include everything in the 
nature of expense? 

MR. HUNTER: 
be a guess. 

MR. SHEPLEY: I do not think it 
would be a guess. I think he knows 
his returns of the company pretty 
well. 

Q.—I dare say you know what com- 
pany it is, as soon as you look at the 
figures? A.—Well, it is crossed out. 

Q.—I did that at the doctor’s re- 
quest P A.—Well, I would presume 
that they have just simply taken the 
number of new policies and the total 
expenses outside of the cost of the 
claims. 

Q.—Would that be an illuminating 
comparison at all, where you are deal- 
ing .only with per policy instead of 


That would only 


per thousand of insurance? A.—I ° 


think you should show both and show 
the ratio to premium income, 

Q.—I suppose if one company issues 
ten policies insuring $100,000 and the 
other issues ten policies insuring only 
$5,000, it would not be a fair com- 
parison? A.—Certainly not. 

Q.—Then I think that is all J am 
going to ask you about that. This 
series of documents is not attached 
together, but I want to make use of 
them all as one. I think they belong 
together; they were so given to us. 
What do those documents purport to 
be? A.—The first one represented a 
curve, from what I remember—this 
is purely from memory; of course it 
must have happened some time ago; 
but after the adjusted rates had been 
got by Mr. Rea, that I drew this 
curve, showing the curve in mortality 
as deduced from this— 

Q.—About when would that be? 

MR. HUNTER: That would be in 
1901. That was not given as part of 
the case. It was got during discus- 
sion with Mr. Dawson during the sum- 
mer. It has nothing to do with the 
other papers, and ought not to be part 
of the same exhibit. 

MR. SHEPLEY: I will lay that to 
one side and take it up separately. 

_ MR. HUNTER: I think it had bet- 
ter be done that way 

MR. SHEPLEY: 0. —And this doc- 
ument; you were acting for them 
then, as far back as 1901? A.—I 
started October, 1900, till 1903. 

Q. —Consulting actuary ? At No; 
was assistant actuary to Mr. Rea. 
As far as I remember this— 

Q.—Is that your work? A.—I think 
this is the rough results I got out of 
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the I.0.F. experience, roughly ad- 
justed. 

Q.—What would be the date of that 
werk? A.—That would be about 1902. 

MR. HUNTER: July or August, 
1901. Take the date from me. 

MR. SHEPLEY: I am perfectly 
willing to take your dates. 

MR. HUNTER: It was got out for 
the Australian brief. 

MR. SHEPLEY : Q.—What does 
that purport to be? A.—It is a com- 
parison showing the mortality rates 
as deduced from the I.0.F. experience, 
the H.M. table, the N.F.C. table and 
the Australian Mutual Provident. It 
is just merely a comparison of rates. 

Q.—That is merely a comparison 
of rates? A.—Yes. 

Q.—And what is the next? A.— 
That would be the death rate in the 
thousand according to the I: O. F. 
experience, allowing just the deaths 
to be counted: as deaths. I think 
the other allowed the disability 
claims to be counted as deaths. 

Q.—This was not in 1901? A.— 
No. (Exhibit 726.) 

Q.—What is this next document? 
A.—That is a table of their experi- 
ence. 

Q.—Would that be made about the 
same time? A.—I would imagine so. 

MR. HUNTER: Yes, they are 
made: at the same time. 

MR. SHEPLEY: Q.—That is what 
is known as the Rea table? A.—Rea 
made his own adjustments. This is 
practically a rough rate. 

Q.—In what respects does that 
differ from the Rea table? A.—I 
think the rates differ at each 

Q.—You think they are all differ- 
ent? <A.—I won’t say they are all 
different. 

Q.—You think that Mr. Rea made 
adjustments in addition to those that 
you had made? A.—yYes, I think so. 
Here is the Rea rates: age 30 $4.31 
a thousand. 

Q.—That is different. They are 
not all alike. Do you know what 
was the purpose of preparing that. 
Was that for Mr. Rea to work upon? 
A.—I believe at that time there was 
some investigation going on into the 
affairs of the Order in Australia, and 
that it was roughly prepared for just 
a matter of comparison. 

Q.—Then I will lay that aside. I 
was perhaps a little misled myself as 
to what it was, and I do not think 
that is important, but this document. 
probably is. This purports to be table 
A showing the death rate per thon- 
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sand according to I. O. F. and Can- 
ada Life Experience, and H.M. and 
N.F.G. tables; do you recognize that 
document? A.—It looks to me more 
like Mr. Rea’s table. 

Q.—In whose handwriting is it? A. 
—It is my handwriting. 

Q.—Do you say—I will take it, of 
course, just as you tell me—that this 
being in your handwriting would be 
a copy of Mr. Rea’s work? A.—I 
imagine so. 

Q.—It is not your original work? 
A.—No, I do not think so. 

Q.—You do not speak with cer- 
tainty? A.—I do not remember ever 
preparing such a table. 

Q.—You do not remember prepar- 
ing a table? A.—Not for results of 
this kind. 

Q.—Then, if you will permit me, I 
would like to have this table A exhib- 
ited (Exhibit 727), and one other 
table here, which is table B, showing 
the lapse rate per thousand, etc. Do 
you say that would be Mr. Rea’s or 
yours? <A.—Well, I cannot say for 
certain about that at all. It may 
be my work and may not. 


Q.—Are these two tables, A and B, 
tables which were in use and govern- 
ing the operations of the coe 
after they were prepared? A.—Oh, 
I never used them, at least I never 
used them to apply to the Foresters 
aie Tally 

Q.—They never were used except 
as experimental? A.—Just experi- 
mental. (Exhibit 728.) 

Q.—Now, during the progress of 
the examination of Dr. Oronhyatekha 
we were given some work of Mr. 
Rea’s in connection with the return 
of the Board of Trade; do you re- 
member about that? A.—Did I have 
anything to do with that? 


Q.—You remember about them go- 
ing on during the examination? A. 
—Yes, I remember hearing the evi- 
dence in that. 

Q.—And you remember Mr Rea’s 
statement as to the method of valua- 
tion adopted? A.—Yes. 

Q.—Policies were valued on the 
one hand as term insurance where 
the unexpired term was taken into 
account, together with the full re- 
serve. (Reads.) The doctor thought 
’ the term insurance referred to there 
was a ten or fifteen year term; what 
do you remember about that ? As 
I was under the impression it was 
a ten vear term. 

Q.—“‘Then probably the _ truest 
available method.” (Reads.) Yon 
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~ remember the discussion the doctor 


and I had with regard to that? A.— 
Yes. 

Q.—What do you say with regard 
to this statement here? A.~—The lat- 
ter part of it, or the fore part of it? 

Q.—The latter part? A.—Mr. Rea 
was certainly under the impression 
that such a method of valiation was 
necessary for the requirements of the 
Board of Trade, but made no allow- 
ance in determining the value of the 
sums assured for. secession. He 
valued the gross premium less five 
per cent., and he made no allowance 
in the annuity for secessions. 

Q.—And he did not take into re- 
gard the possibility of an extra call? 
A.—No. These things do not repre- 
sent the state of facts, but I think 
the Board of Trade would have allow- 
ed him to use a method similar to 
that given by Mr. Grant this morn- 
ing, where he valued the net prem- 
ium requisite to cover the benefit. 

Q.—‘‘But as the assumptions im- 
ported are at distinct variance’’ 
(reads down to the words ‘‘definable 
significance’). I want you to com- 
ment upon that, if you will? A.—I 
think it is true in that respect. I 
do not think they have any meaning 
at all, because if he wished to value 
the gross premium less the expendi- 
ture—that is five per cent.—he should 
have made allowance in the value of 
the assurance part of it for seces- 
sions, and also in the value of the 
annuity. 


Q.—Do you remember this report 
from Mr. Rea upon the subject of his 
valuation in 1902? What we were 
looking at there was in 1897, but 
there is the same clause in both? A.— 
T do not think I have ever seen it. 


Q.—You probably know his signa- 
ture? A.—Oh, that is his signa- 
ture. 

Q.—That is dated Ist of June, 1904. 
and it is a report to Dr. Oronhyatek- 
ha. J.P., S.C.R. (Reads.) That was 
rather surprising? A.—It was a snr- 
prise to me, because I valued the 1897 
business as one year term policies. 

MR. HUNTER: He is speaking of 
a different valuation. 

MR. SHEPLEY: Q.—That would 
not give you verv considerable reserves 
as compared with ten year term poli- 
cies? A.—The ten year term would 
not make much difference, because the 
ON: is exceedingly small. 

O.—Bnt for one year onlv that is 
rether surprising to you? A.—Yes. 
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Q.—(Reads down to ‘‘Large nega- 
tive values.’?) What do you say as 
an actuary with regard to that? A 
—Would you let me read that my- 
Self ? 

Q.—By all means. (Witness reads.) 
A.—That is something I cannot fol- 
low. 

Q.—Is it too abstruse? A.—I do 
not see the meaning at all. 

Q.—“‘Eliminating the effect of mor- 
tality up to age 70’’; that sounds 
heterodox? A.—Yes. 

Q.—‘‘It defers any payment up to 
that age,’’? that is heterodox? A.— 
Yes. 

Q.—‘‘And renders certain the re- 
ceipt of the premium;’’ that is heter- 
odox too? A.—I do not see how that 
can be certain. 

Q.—‘‘Thus reducing the values of 
the policies,’ etc.? A.—That would 
clearly follow. 

Q.—‘‘And inducing large negative 
values ?’’ A.—He would mean that 
the future premiums would be graded 
according to the sums insured. 

Q.—This he has taken care to elim- 
inate? A.—So as not to treat them 
as assets. 

Q.—You never heard of such a val- 
uation as that before? A.—It is cer- 
tainly extraordinary. 

Q.—‘‘You will notice’’—(Reads down 
to ‘erroneous conclusions’? A.— 
do not know what he would think his 
results would lead to. 

' Q.—(Reads down to ‘‘T have left out 
these claims altogether’) What do 
you think of that? A.—It is rather 
a curious statement. 

Q.—Sick and funeral department. 
(Reads down to ‘‘Available funds.’’) 
What do you think of that? A.— 
That is easy, too. 

MR. HUNTER: When Mr. Rea es- 
timated the value of funeral benefit, 
he did not take the trouble to read 
the terms of the benefit. He is valu- 
ing it as going to age 80, whereas it 
should have stopped at 70. 


MR. SHEPLEY: I put in this 


document (exhibit 729). 

Q.—Then you wrote a letter to Mr. 
Dawson on the 30th July, 1907, it is 
dated, but I think it must have been 
1906. A.—1906, yes. 

Q.—I will just refer to this clause 
“Owing to the large bulk of new en- 
trants compared with the existing 
members, the result of the investiga- 
tion’’—what investigation were you 
speaking of then? A.—The investi- 
gation into the death rates of the 
I. O. F. Mr. Rea’s investigation. 

Q.—‘‘The result of the investigation 
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was of little use as a guide to the 
future rate of mortality in the so- 
ciety.’’ You agree to that to-day? A. 
—Oh yes, I do. 

Q.—(Reads from ‘‘Mr. Rea has been 
credited from time to time with far 
reaching statements concerning the 
financial position of the Order’’ to 
“using some of the profits obtained 
through secessions in expenses.’’) You 
do not change that at all to-day do 
you? A.—No, we would want fur- 
ther proof as regards the death rate. 

Q.—They are not of practical util- 
ity, those mortality tables deduced by 
him? A.—The only reason that they 
would be of practical utility would be 
if the death rate did not increase. 


MR. HUNTER: You might add to 
that, Mr. Shepley, if you please, a 
question whether the aggregate table 
deduced by Mr. Grant could test the 
former table or not. 

MR. SHEPLEY: I was going to 
ask him that when I came to it, but I 
will take it at this point because it is 
convenient enough. What do you 
say with regard to Mr. Grant’s testi- 
mony upon that point? A.—In regard 
to the aggregate table? 

Q.—No, in regard to the mortality 
table which he attempted to evolve 
from the data furnished him. A.— 
Well, if the data was accurate it would 
form a good test as to whether the 
previous rates were insufficient or not. 

Q.—What Mr. Hunter wishes is this, 
if I understand him; I want to put it 
as he does as it is his intervention. 
What he suggests is that the work Mr. , 
Grant did might be useful in check- 
ing the accuracy of Mr. Rea’s work. 
A.—Well, I think it would be. 

Q.—If the data were accurate? A. 
—yYes, if the data were accurate. 

Q.—And the work accurately done, 
of course? A.—Yes. 

Q.—Would you agree with what Mr. 
Grant says, that the result in respect 
of the mortality table, having regard 
to the data that he had, could not 
have been relied upon? A.—Well, un- 


til I see the result I could not say 


whether it could be relied on or not. 
If it showed practically no increase in 
the death rates from Mr. Rea’s ex- 
perience then it would appear to in- 
dicate that the death rate of the 
Foresters is fairly constant, that it 
has been fairly constant over the past 
ten years and that if this state of 
affairs is going on and it will con- 
tinue constant—— 

Q.—That is if it goes on and if it 
continues constant? A.—Yes, Mr. 
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Grant’s table would show whether 
there has been any material increase 
or not. | 

Q.—Do you agree with what Mr. 
Grant says, that you have a right 
to expect as a normal thing that in 
the future the mortality rate will be 
greater by reason of the getting fur- 
ther away from the period of selection 
in the case of the bulk of the insur- 
ance? A.—I would think that the 
rates at the older ages—that is the 
ages beyond which business is secured 
to this Society—would be liable to in- 
crease as the age of the Society in- 
creases; but considering the continual 
inflow of new members, the influx and 
deflux of membership, I think that 
the rates of mortality at producing 
ages would be fairly constant. 

Q.—Then the insurance becomes 
more persistent as ifgets further away 
from the period of selection? A.— 
Certainly. That is shown in the lapse 
rate. 

Q.—And the further you get away 
from the period of selection the greater 
would be the mortality in that class? 
A.—For that particular age, yes, but 
at the same time it is my opinion that 
it is quite legitimate to use an aggre- 
gate table, providing that aggregate 
table shows the death rate at each 
age. 

Q.—You have a constantly increas- 
ing membership we will say, and the 
membership increases more rapidly 
than defaults, secessions and deaths; 
will not as time goes on the propor- 
tion which insurance well away from 
the period of selection bears to the 
whole, increase and tend to increase? 
A.—It will tend to slightly increase. I 
don’t! think it will increase very 
heavily. That will depend on the 
lapse rate to a very great extent. And 
also upon the accession rate. A.— 
Yes. 


Q.—There will be the tendency, how- 
ever, to increase. A.—At the older 
ages, I think. i 

Q.—Then, would you think, as an 
actuary, that a mortality table which 
is based upon a continuance for all 
time of the same causes, the same 
effective causes, that is the operation 
of the nearness of the period of selec- 
tion, would you say that that was a 
thing to be cautious about, to put it 
mildly? A.—Cautious? 

Q.—About making that the foun- 
dation of your premium rate. A.— 
Well, it would depend to a great ex- 
tent upon the class of society that I 
had in view. 

Q.—Taking a friendly society, such 
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as this? A.—Take this friendly society 
for example. I think very much should 
be given to that Society, both in the 
way of mortality and secession to- 
wards the reduction of their rates, be- 
cause this low experience may con- 
tinue or it may not, but if at any time 
in future years it should be found to 
slightly increase they have the power 
to call up extra assessments to make 
good that deficiency. 

Q.—I was rather in hopes that you 
would not introduce that element. 
Making an extra assessment is de- 
structive of your membership, isn’t it? 
A.—Well, I don’t think if the Society 
is financially sound—I mean, suppose 
we started a new Society and we ex- 
pected a certain mortality, we used a 
low mortality rate such as the Canada 
Life aggregate table, and that rate 
persisted for 15 or 20 years and we 
introduced a secession rate. Well, if 
at the end of that 15 or 20 years we 
found the death rate had gone up 
slightly so as to necessitate, perhaps, 
50 cents a year increase in rates, then 
it would be time to increase the rates, 
but in the interval they should cer- 
tainly keep the reserve, keep the nec- 
essary reserve so that in the interval 
if their experience had been adverse, 
either by way of lapse or by way of 
mortality, they would be required and 
compelled to put up the extra, the 
necessary reserve; that is if there was 
an adverse mortality they would. wot 
have sufficient funds. 

Q.—Now, let us see for a moment; 

IT do not think we are very far apart 
about that. Having come to the con- 
clusion that a certain rate of mor- 
tality is likely to prevail and bearing 
in mind that you have the right to 
increase your rates, if you fix a prem- 
ium rate which you subsequently find 
you have to increase, you at once 
bring about a condition of lapsing, 
don’t you? Or you aggravate the 
condition of lapsing? A.—Well, the 
aggravated condition of lapsing 1s 
usually brought about when the So- 
ciety is, we might say, on its last 
legs. ‘ ; 
Q.—I am speaking of a time long 
before that, when the Society increases 
its rates upon old members, does not 
that provoke lapse? A.—Oh, it is 
bound to provoke lapse, but if you 
add only a 10 cent. assessment 
occasionally, not every year, but oc- 
casionally to make good that reserve 
it is not such an increase as would 
increase the lapse rate. 

Q.—That is a question of degree? A. 
—And furthermore if you start charg- 
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ing a rate based upon a high mor- 
ialte rate, a rate that is likely to be 
higher than that experience and you 
do not take the full benefit of your 
secession rate, you are going to charge 
these men too much, and you are go- 
ing to have a profit and introduce the 
distribution of profits system. 

Q.—Then you do agree that some 
method of maintaining an adequate 
reserve is:desirable? A.—It is essen- 
tial if you are going to maintain the 
rates at the lowest degree, because 
that is your only test of your rates. 

Q.—Exactly. What is your own 
view as to the mortality table—I mean 
some mortality table known—that is 
nearest the experience of the Forest- 
ers? A.—I would think the Canada 
me aggregate table or else the N. 
F.C. 


Q.—The Canada Life aggregate or 
is National Fraternal Congress? A. 
—Yes. 

Q.—LHither of these would come 
pretty close to your mortality experi- 
ence P A.—Yes, for some years to 
come, and then if our theory is wrong 
that this rate is going to remain low 
during the whole period, then we have 
the power to perhaps charge 15 or 
a cents or a little extra rate, that is 
all. 

Q.—It is desirable not to do that 
if it can be avoided? A.—At the 
same time it can hardly be avoided 
if you are going to give these people 
assurance at the least possible cost. 

Q.—Exactly, if you are going to be 
lower than on the very margin of loss? 
A.—That is so. 

Q.—Then you must look for some 
increase in your rates? A.—Yes. 

Q.—I think that is a fair answer. 


MR. HUNTER: Before you leave 
that I would renew the application to 
have this aggregate table prepared by 
Mr. Grant made an exhibit, so that 
it can be used to test whether the 
mortality of the Society has materially 
increased as compared with the period 
covered by the former investigations. 
I think it will be found quite material 
after this evidence. 

MR. SHEPLEY: Mr. Grant is not 
the only actuary available to make a 
‘mortality table. 

MR. HUNTER: But this is made. 
We spent all summer getting out this 
material for these computations and 
let us have some advantage from what 
has been done. Why should it be ex- 
cluded merely because it looks favour- 
able to the contention of the Society ? 

MR. SHEPLEY: Do not mistake 
me that way, Mr. Hunter. It is not 
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because it seems to me that it is 
favourable to the contention of the 
Society or position of the Society. It 
is because I set my face, so far as I 
can, against introducing a document 
which is declared by the man who 
produced it to be misleading and er- 
roneous. 

MR. HUNTER: Misleading for one 
purpose, but not for the purpose for 
which this witness is now speaking of 
it. 

MR. SHEPLEY: Mr. Grant says 


SO, 


MR. HUNTER: TI do not think 
Mr. Grant went that far. He is here; 
ask Mr. Grant again. 

MR. SHEPLEY: There is no reason 
why Mr. Grant should not be asked 
again. 

MR. HUNTER: 
for one purpose. 


MR. SHEPLEY: Then it is a mis- 
leading document and it ought not 
to go in. 

JUDGE MacTAVISH: No, it ought 
not to,go in. 


MR. SHEPLEY: If it is thought 
that the Society is not being fairly 
treated let me ask Mr. Pipe this ques- 
tion. You have, of course, seen the 
results about which Mr. Hunter is 
speaking? A.—Yes, I just glanced at 
them; I have not studied them. 

Q.—As an actuary, do you think 
that the results you saw show that the 
data could have been accurate? A.— 
I think it was prepared very hurried- 


It is misleading 


y: 

Q.—Won’t you go a little further? 
A.—Well, I cannot form an opinion 
on that. I cannot impugn the work 
of the Foresters; I have nothing to 
do with that. 

Q.—Looking at the results as an 
actuary, would you think or not that 
the data upon which these _ results 
were compiled was accurate or in- 
accurate? A.—Well, I think if they 
were anything like the results pro- 
duced by Mr. Rea, there would be 
a certain element—but at the same 
time that they may only be increased 
in a very small degree. 

Q.—I thought perhaps actuaries 
would agree on a simple question like 
that. A.—Could I see the results? 

Q.—Yes, subject always to my not 
putting it in without a ruling. I 
do not want to formally give that 
position away. 

MR. HUNTER: The same criti- 
cism would apply to the aggregate 
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table of the Canada Life and the 
select table. There is the same doubt. 

(Mr. Grant explains the table to 
the witness.) 

A.—If that is the case, I do not 
think that is consistent; I do not 
think that is right. 

MR. SHEPLEY: You say you do 
not think the results reached here 
are consistent with accuracy in the 
data. I don’t think so, unless: Mr. 
Grant is at fault in his work, which 
is not lkely. 


Q.—Then I pass to another matter. 


Ido not know whether you recall the 
circumstance that the Doctor made a 
reference to an actuary named 
George King. A.—I heard it talked 
about. I do not remember the _ evi- 
dence, I may not have been there. 

Q.—I will refer to that for a mo- 
ment. At page 2251 the question 
was: ‘‘Are you speaking now’”’ 
(reads to ‘‘showing that he was 
wrong’’). You say you have heard 
that tafked about? A.—Yes. 

Q.—The Doctor is not quite con- 
sistent there, because he says in the 
first place that he ‘‘took our. sur- 
plus in 796 and then wiped the sur- 
plus out.’’ And then afterwards he 
says, that in order to make his 
figures like Mr. King’s, he had begun 
with nothing, with no funds in ’96, 
throwing off all the surplus that then 
existed. Do you know anything 
about the history of that table the 
doctor had? A.—Except from hear- 
say, I have not heard much of it. 
But it is evident that it did not re- 
present the progress of the I. O. F. 
fund because he has simply taken a 
body of lives of a certain age and 
traced those through each year of in- 
surance and shown how long the 
premium rate would cover the bene- 
fit granted. 

Q.—Apparently it had, on the face 
of it, no reference to the Foresters 
any more than to any other society 
with that many membes of that age 
paying so much annually for a thou- 
sand of insurance. A.—I think he 
quoted the average rate and the 
membership. 

MR. HUNTER: That ‘was the 
rate at that age of the Foresters. 

MR. SHEPLEY: Did you suppose, 
Mr. Hunter, that that was in the 
table that this was taken from, in 
that heading ? 

MR. HUNTER: Yes, that is in 
the heading that the table is taken 
from, That is, we had produced the 
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original from which this was taken, 
and this was copied by your own 
stenographer. 

MR. SHEPLEY: Now, Mr. King, 
when this was called to his attention 
by some kind friend, not anybody 
connected with the Commission, he 
was so much put out about it that 
he has sent an affidavit on the sub- 
ject which I propose to put in before 
the Commission. It was made on the 
2nd October last before ia Commis- 
sioner in London. (Exhibit 721.) I 
see that he quotes from a newspaper 
what purports to be the language of 
Doctor Oronhyatekha. He speaks of 
a cutting from a newspaper that had 
been sent to him. (Reads from ‘“‘in 
order to bring to the notice of the 
Commissioners’ to ‘‘annexed hereto 
and marked G. K.’’). Then he goes 
on to say that he makes this declara- 
tion for submission to the Royal 
Commission and so on. ‘The ‘‘Post 
and Insurance Monitor’’ is annexed, 
but I need not trouble your Honours 
with that. 


MR. HUNTER: Is the table in 
that article? 

MR. SHEPLEY: No, there is no 
table. He says he never had any- 
thing to do with the table. 


MR. HUNTER: King may be ex- 
onerated then, but this is the way it 
was used. The author of his 
pamphlet hed, that was all. 


MR. SHEPLEY: Now, Mr. Pipe, 
this is another document, exhibit 
456, which was produced and put in 
while the Doctor was being examined. 
I would ask you to say whether you 
have observed what a very large in- 
crease in rates was made in 1898 
averaging about 75 per cent., I 
think? A.—Yes, somewhere about 
that. 

Q.—Now, do you think that the 
prophecy of Mr. Blackadar would 
have been so very far out of the 
way if those rates had not been rais- 
ed? A.—No, I don’t think so, but 
then you see that is a factor that 
should have been taken into account 
if he wanted absolute accuracy. 
“Q.—The fact that the rates could 
be raised? A.—Yes. I want to make 
it clear that he should have put into 
his statement that these rates are 
subject to increase. He neglected 
that fact. 
~Q.—I do not understand you do 
disagree generally with what I have 
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asked you with regard to the unde- 
sirability of increasing rates. A.—I 
did not follow that, Mr. Shepley. 

Q.—You do not disagree with this, 
that the raising of your rates is a 
matter to be avoided? A.—Oh, cer- 
tainly, as far as possible. 

Q:—Now, you have heard what Mr. 
Grant has said with regard to the 
mortality tables which he has made 
use of in compiling the tables put 
before the Commission this morn- 
ingr Ai-—Y ep, 

Q.—I would invite you, as an actu- 
ary, interested of course in life in- 
surance and interested in fraternal 
insurance, as we all are, to give us 
your best judgment as to what sort 
of table you think should be used, 
whether an aggregate or a_ select 
table, both being accessible? A.—If 
both are accessible, then the _ select 
table is preferable in point of theory 
you see. 

Q.—I thought, as an actuary, you 
would say that. Then both are ac- 
cessible, dre they not? A.—There 
are select tabies and aggregate 
tables. 

Q.—There are accessible select tables 
and aggregate tables? A.—Yes. 

Q.—The select table gives the So- 
ciety the benefit of the recent medi- 
cal examination? A.—Yes. 

Q.—And if also the benefit of the 
lapse or secession is given, that is 
the ideal table, is it not? A.—That 
is So. 

Q.—Now what the Doctor said at 
page 2350 was this; (Reads from ‘‘of 
course you appreciate, do you not, 
that it is quite possible to compute 
reserves” to ‘‘just a matter of mak- 
ing. an accurate computation? A.— 
Yes.’’) Would you agree with that? 
AY es Le thinigeso} 

Q.—Then give us your best judg- 
ment as to the table you would use? 
Let us get a little more particular 
about it, because I assure you, Mr. 
Pipe, that this Commission is anxious 
to reserve fraternal insurance in a 
good position, or to put it in a good 
position so that it may maintain it- 
self? ©A.—I know my views differ 
somewhat from those put forward by 
Mr. Grant this morning. It seems to 
me he had in view more the rate 


that cquld be charged by a commer- » 


cial company who started a fraternal 
policy. That is, I mean, in this case 
a policy which did not contain the 
assessment clause, it had no power 
to call any extra assessment in case of 
the rates being inadequate. In con- 
sidering 4 cage of that kind if is 
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necessary that the rates of mortality 
should be absolutely adequate through- 
out; that the rate of interest used, 
shall not fall or should not be above 
that which could be earned and that 
if you introduce the secession rate, 
which of course you should, giving no 
surrender yalues, this secession rate 
must fall well within the limits of 
that which is lkely 'to be expected; 
that is the rate must be an absolutely 
safe rate so that the company could 
not lose upon the contract. 


Q.—Up to the present I have not 
observed any divergence between your 
views and Mr. Grant’s? A.—No, but 
now I come to the difference. You 
will notice that in that rate that I 
have just talked about, there is a 
margin of safety all the way through. 
Now, my opinion of fraternal insur- 
ance rates is that that margin of 
safety is carried in the assessment 
clause. 


Q.—When you say the assessment 
clause, there are two. Do you mean 
the one the Doctor called the safety 
clause, that is the power to make a 
mortuary assessment? A.—Yes, but 
in his evidence the real use of that 
clause was not brought out. 


Q.—Then we want to hear that of 
course? A.—Well, according to the 
present state of the assessment clause 
of the Foresters they could call it 
up at any time the Executive Coun- 
cil thought fit, and that practically 
means that they could call it at any 
time, 

Q.—I wonder if we could get that 
clause and give the exact wording of 
il. It is in the record somewhere. 

MR. HUNTER: I can give it to 
you. 


MR. SHEPLEY: If you will be so 
good. It is so long since I saw it 
that I will not venture to quote it 
with accuracy. Mr. Hunter hands 
me Section 157 (reads this section). 
You observe that the provision here i3 
confined to cases when the available 
benefit funds in the mortuary benefit 
department or insurance department 
are reduced to less than the total 
amount of claims passed? A.—That 
is contrary to my understanding of 
the clause as ‘it has been explained 
to me. 
°Q.—You would, perhaps recognize 
at once when I point that out to you, 
that that is not a clause which —be- 
comes available? A.—-No, it is nat 
usefnl for my purpose, 
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Q.—Then perhaps there is not so 
much divergence between your views 
and Mr. Grant’s? A.—No, not a bit. 
It is just a matter of going a little 
further—I could with the aid of that 
assessment clause go a little further 
than Mr. Grant. I would use a mor- 
tality table which might fairly well 
be expected to represent the mor- 
tality for some years to come and a 
rate of interest as high as possible 
and as much allowance for lapse as 
we could possibly make. 

Q.—Do you feel inclined to give us 
an opinion as to whether any of the 
mortality tables which Mr. Grant has 
made use of would in your. view, 
about meet the case when combined 
with your lapse rate? A.—Well, Mr. 
Grant brought in the Canada _ Life 
select rate, but I would be more in- 
clined to use the aggregate rate. 

Q.—Why, because it is a_ little 
lower? A.—No, not that. What I 
mean is this; the select tables usually 
bring out a slightly higher rate at 
the younger ages and quite a consid- 
erably lower rate at the older ages. 
There are certain reasons for that 
which can be explained. That is not 
the characteristic of the Canada Life 
table. In fact the rates under the 
select tables are higher throughout 
for some reason or other, which I am 
not able to find out. 

Q.—Mr. Grant reminds me _ that 
that is because the Canada Life select 
tables only run to 50? <A.—Well, 
then, isn’t there something anomal- 


ous about the provision of those | 


rates? 

Q.—Why? A.—That if you are in- 
suring a whole body of lives repre- 
sented by that experience, that you, 
knowing their mortality could be 
represented by the aggregate rate 
and, therefore, any table used on that 
basis would produce the necessary 
rate. 

Q.—Yes, if we knew that, that the 
ageregate table would make sufficient 
allowance for the placing of the bene- 
fit of selection? A.—But the aggre- 
gace amount of the mortality in the 

two tables is the same. 
> Q.—No doubt, but in the one case 
it is distributed according to the fact 
and in the other it-is not? A.—Well, 
I don’t see that that produces a high- 
er rate throughout. | 

Q.—But is that not fair? A.—I 
know it is distributed, but then the 
question might arise, is not the rate 
under the select tables abnormally 
high compared with the aggregate? 

Q.—That is a matter for actuaries. 
I should have thought two actuaries 
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would produce exactly the same re- 
sult when dealing with a mathemati- 
cal proposition which is particularly 
made to adjust the benefit arising 
from recent selection? A.—Yes, but 
we will take as an example the H.M. 
table; those rates under the select 
table follow the general characteris- 
tics. So do those under the O.M. 
table. The characteristics I mention- 
ed in general with select tables, and 
this is an exception. ’ 

Q.—Then, I think, you did tell me 
that you preferred the select mortality 
table if it were available? A.—Yes,. 
and if it correctly represented. the’ 
mortality which would pertain to the. 
Society. 

Q.—The select method is more in 
accordance with the facts? A.—Cer- 
tainly. : 

Q.—And if you are sure that your 
select table does truly represent the 
Cay then it is a better table? A. 
—It is. 


MR. HUNTER: I would like to be 
added to that that the witness thought 
that the Canada Life select table was 
suspiciously high at the younger ages. 

MR. SHEPLEY: Do you think so? 
A.—What I cannot understand is the 
fact that the rates—if the reason for 
that was clear to my mind, then there 
was no objection whatever to using 
the select table. 

Q.—Have you made any independ- 
ent investigation of that. at allP A. 
—No,.it has just cropped up in this 
investigation. 

Q.—Have you been at all working 
towards the Canada Life select as a 
possible method of testing it? A.—No, 
I have not had the proper data to 
test the accuracy, or at least the de- 
sirability of using that table. 

Q.—Are the data accessible? A.— 
It could be obtained from the Fores- 
ters, of course, with a great amount 
of trouble. When I was in the Fores- 
ters I started a department, a set of 
books which would have traced this 
mortality through each year of ex- 
istence so we could have made com- 
parisons year by year with these 
tables, to form an adequate basis. 

Q.—Then I will .pass from that; I: 
am not going to take up more 
time with trifling differences; we are 
together upon the principle? A.— 
Yes, that is so. 

MR. HUNTER: Before you leave 
that, Mr. Shepley, I think we should 
put on record the aggregate tables 
and lapse tables, the premium deduced 
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by this witness, that we furnished 
you. 


MR. SHEPLEY: Yes. What have 
you deduced, and by the use of what 
tables? 


MR. HUNTER: You have a copy 
of this document, Mr. Shepley. 


MR. SHEPLEY: Yes, but we will 
get it upon the record? A.—TI used 
the Canada Life aggregate table and 
the rate of lapse that has been sub- 
mitted to the Commission. . 


Q.—When you say the rate of lapse, 
you mean the Rea? A.—No, my own 
rate. I think you had a copy of that. 
Deduced from the new experience 
combined with Rea’s previous experi- 
ence. 


Q.—That we have here. How many 
years did you work the lapse rate out 
for? A.—For the first seven years 
under the new rate. 

Q.—That is for 1901-2-3-4-5-6? A. 
—Yes, and then combined it with the 
results obtained by Mr. Rea in the 
prior experience. 

Q.—That is. 7, 8, 9, 10;’11,'12, 18, 
and 14. .That is not your independent 
work? A.—No, it is adjusted so as 
to conform to Rea’s results. 

Q.—That is, Rea’s figures were the 
basis? A.—For the last part. 


Q.—Now that is the lapse rate you 
made use off A.—Yes. 


Q.—As to seven years of it it is 
your own work? A.—yYes. It agrees 
very closely with Mr. Grant’s results. 

Q.—Yes, quite closely, I think, with 
Mr. Grant’s results, and therefore we 
will not find much fault with that. 
Mr. Grant’s results, however, do not 
agree with Mr. Rea’sP A.—No, not 
at the older ages. 

Q.—Would you be inclined to think 
that perhaps Mr. Grant was more 
likely to be accurate than the figures 
you have based upon Rea’s? A.— 
Well, there was an object in getting 
at these rates. The object was to de- 
termine what might be a minimum 
adequate rate and in doing so we 
would have to deal with the old mem- 
bership. That is, we would put all 
the membership on the same rate of 
premium as the new membership. 

Q.—I understand that. I am getting 
at the question of this lapse rate. You 
have adopted for the basis of the seven 
years of your computation, Mr. Rea’s 
computation. A.—The last eight. 

Q.—Mr. Grant has worked that out 
for himself and his figures differ from 
Mr. Rea’s. A.—Yes. 
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Q.—Now, I am only asking you 
whether or not from what you know 
as an actuary, of the science, whether 
you are not inclined to think that Mr. 
Grant’s figures are more apt to be 
correct. 


MR. HUNTER: Cannot both be cor- 
rect? A.—No, I don’t think that 
while in dealing with the old member- 
ship he is bound to increase the lapse 
rate, the old membership so far, as 
Mr. Grant put it in his report, show 
their appreciation of the fact that 
their rates had not been touched by 
being very persistent. 


Q.—Therefore fewer lapses? A.— 
Yes. If the rates were raised to the 
same level, if everyone paid the same 
rate I think it is more likely that the 
same state of affairs which existed 
prior to the increase of rates would 
be likely to exist. 


Q.—I put in this lapse table. (Ex- 
hibit 732). Then I think you were ad- 
vising the Foresters in pursuance of 
the tables you have computed with re- 
spect to fixing a premium rate and 
also maintaining reserves. Would 
you think it proper to advise them to 
raise the rate generally or to main- 
tain the old rate for the old members? 
A.—Oh, they will have to raise the 
rate all round. 


. Q.—That would be your view? A.— 
es. 

Q.—Whatever the result might be? 
A.—Yes, whatever the result might be. © 

Q.—Then you were good enough to 
tell me what you went on. A.—Well, 
I used the Canada Life aggregate 
table, 4 per cent. interest, and the 
lapse rate as exhibited in that sched- 
ule to produce the following results 
for the I. O. F. benefit. Excluding the 
Old Age Benefit first of all. At age 
20 it was $9.42 a thousand. Age 30 
$13.08. 

Q.—Perhaps you will let me have 
that as a table. A.—Yes. 

Q.—This is the Canada Life aggre- 
gate, Pipe lapse; Canada Life aggre- 
gate, select, Grant lapse. A.—That is 
the one. 

Q.—I will put that in as indicating 
a comparison between your work and 
Mr. Grant’s. (Exhibit 733). ' A.—I 
wish to make that clear, that that 
does not include the endowment fea- 
ture. 

Q.—These are not Mr. Grant’s fig- 
ures where they are headed ‘‘Canada 
Life Select Grant lapse.’? A.—No, it 
is the ones we deduced from Mr. 
Grant’s results. 
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Q.—From Mr. Grant’s results you 
deduced those, excluding the old age 
benefit. A.—Yes. 

Q.—That would make some differ- 
ence. A.—Yes, it would vary at the 
younger ages, probably 50 or 60 cents 
a year, right up to the oldest ages 
from 50 cents to about $3.50. 

Q.—That would make some slight 
difference? A.—Yes. 

Q.—That is, your figures would be 
a lattle larger? A.—Yes. 

MR. HUNTER: This table, I think, 
should also go in. It is on the pre- 
vious page of the same document, as 
the last exhibit. 


MR. SHEPLEY: Yes. I think this 
will do just as it is. This is a com- 
parison with respect to the modified 
endowment, that is giving effect to 
the benefit? A.—To the old age bene- 
fit, yes. 

Q.—Canada Life select, Grant lapse 
rate? A.—Yes. 

Q.—$10.96 at age 20. And yours 
Canada Life rate, Grant lapse rate 
$10.11?) A.—Yes: 


Q.—Why did you take Mr. Grant’s 
lapse rate there, instead of your 
own? <A.—Merely to show the differ- 
ence between the Canada Life select 
and Canada Life aggregate. 

Q.—Then excluding the old age 
benefit, you get these figures, $10.43 
_ and $9.44? A.—Yes. 


Q.—And those will be the figures 
which will be comparable with the 
first paper you put in? A.—Yes. 
(Exhibit 734). 

Q.—Then Mr. Hunter asks me to 
put in the comparison deduced be- 
tween the Blackadar rates according 
to a former exhibit and the Grant 
rates according to Mr. Grant’s pre- 
sent computation, and I haye no ob- 
jection to doing that. (Exhibit 735.) 
With respect to this comparison, Mr. 
Grant points out to me and no doubt 
you will agree to it, that the Black- 
adar rates are not computed by the 
half year? A.—They are yearly rates 
instead of monthly rates. 

Q.—You will remember that Mr. 
Grant’s computation is half year and 
year and a half and so on? A.— 
Yes, that will make a difference. 

Q.—Perhaps enough difference to 
reconcile them? A.—Well, there is 
another additional factor to be taken 
into consideration and that is that 
Mr. Grant’s rates are monthly, where- 
as Mr. Blackadar’s are yearly and 
consequently much lower. The two 
combined would doubtless make the 
difference. 
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Q.—We donot know what Mr. 
Blackadar’s lapse rate is? A.—He 
used the Canada Life lapse rate in 
his computation. 


MR. SHEPLEY: Then I think 
Laie is all I have to trouble Mr. Pipe 
with. 


MR. HUNTER: Just one thing be- 
fore he leaves the box, Mr. Shepley. 
At the beginning of Mr. Grant’s 
evidence you made it clear that Mr. 
Grant was giving his personal views. 
Now Mr. Pipe has no mandate to 
speak for the Society; these are his 
personal views. 


MR. SHEPLEY: Yes, I under- 
stand that in expressing the views 
that you have—which of course I 
would expect of you on oath—you 
are expressing your own _ personal 
views and not purporting to speak 
officially for the Foresters or any one 
else? A.—Oh no, they are the re- 
sult of my own consideration of the 


case. 


MR. SHEPLEY: I had hoped to 
finish to-day, but Mr. MacDougald of 
the Pelican and British Empire, from 
whom I was quite willing to take a 
written statement, prefers to appear 
before the Commission in connection 
with the passing of the Canadian 
bonus by his company. That is a 
matter that I thought ought to be 
explained and I was willing that it 
should be explained in a memoran- 
dum, from a gentleman of Mr. Mac- 
Dougald’s position. However, he pre- 
fers to be here and it has been ar- 
ranged that he shall be here _ to- 
morrow morning. I am also promised 
to-day the information that I want 
from the Mutual Reserve and I 
therefore hope again, as I hoped yes- 
terday, that I shall be able to con- 
clude the ‘public sittings to-morrow. 
Always subject to emergencies of any 
kind. 

(At 4.80 p.m. on Friday, 28rd 
November, adjourned to 10.30 a.m. 
Saturday, 24th November, 1906.) 


ONE HUNDRED AND THIRD DAY. 
Ottawa, November 24th, 1906. 
MORNING SESSION. 
MR. SHEPLEY: The first thing I 
have to do this morning is to put in 


what has been in my possession for 
some time, which I did not. formally 
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put in, the correspondence which was 
to have been sent to me by Mr. 
Bicknell’s firm in connection with the 
Great West Land Company, and that 
I file. (Exhibit 736.) Then Mr. 
McDougald, of Montreal, is here this 
morning, and I want to ask some 
questions of him. He has some sug- 
gestions to make, which I am sure 
we will find of value. I think per- 
haps Mr. McDougald had better be 
sworn. I would not think of putting 
him on oath in reference to the gen- 
eral matters he will speak of, but I 
want some evidence with respect to 
his company, and that is why I put 
him on oath. 


ALFRED McDOUGALD, 
Examined by MR. SHEPLEY: 

Q.—I want you, please, just in 
your own way, first to give uS an 
account. of your company’s strength- 
ening its reserve and passing, or 
partly passing, a bonus to policy 
holders by reason of that? A.—The 
company you refer to is, of course, 
the British Empire and Mutual Com- 
pany? 

Q.—Yes. A.—Which was taken 
over by the Pelican Company in the 
year 1908, the Pelican Company at 
that time enlarging its name to the 
Pelican and British Empire Life 
Company. 
ending 3lst December, 1901, the an- 
nual report of the British Empire 
Mutual Life Insurance Company 
deals with the question very fully of 
valuation of bonus. Whether it 
would perhaps be convenient to read 
that paragraph, this being the first 
public intimation in respect of the 
passing of the bonus in Canada of 
that particular company on _ that 
occasion—shall I read it? 

Q.—You were then connected with 
the British Empire Company, I 
think? A.—Yes. 

Q.—I see this report is signed by 
Mr. Ryan of London, as the general 
manager, and by yourself as the man- 
ager for Canada? A.—Yes. 

Q.—Then, if you will permit me, I 
will read the paragraph, and per- 
haps we can comment on it as we go. 
“The directors are pleased to an- 
nounce to the members the result of 
the actuarial investigation as of the 
3lst December, 1901,’ (reads down to 
the words “three per cent. for annui- 
ties’). I will stop there and ask 
you about some references that are 
made here. The report speaks of the 
directors again deeming it expedient 


sworn. 
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to devote a sum to strengthening the 
reserve. What had been done shortly 
before? A.—That has more particu- 
lar reference to the strengthening of 
the reserves of the business in Eng- 
land, and at periodical investigations 
it was quite common with British 
companies to strengthen reserves, as 
opportunities arrived. It has no 
specific reference to a_ particular 
strengthening of reserve in Canada, 
or the passing or reduction of previ- 
ous bonuses. 

Q.—Prior to this report, or prior 
to this investigation which the report 
deals with, upon what per cent. 
were your reserves computed. Take 
both England and Canada? A.— 


Three and a half in Canada and 


three per cent. in England. 

Q.—And how long have they been 
upon the three per cent. basis in 
England approximately? A.—Some- 
where from five to ten years. 

, Q.—Somewhere between five and ten 

years? A.—yYes. 
Q.—But they were three and a half 
in Canada, and had they always been 
at three and a half here? A.—I think 
so... I would not be quite certain 
about that, but they have been three 
and a half for very many years. 

Q.—And was there a reason under- 
lying the original making of a dif- 
ference between the reserves so far as 
England was concerned and the re- 
serve so far as Canada was conderned ? 
A.—Oh yes. 

Q.—What was that? A.—The inter- 
est basis, interest results, the. inter- 
est yield being higher in Canada than 
in England. That is referred to in 
this report. 

Q.—That was the condition of 
things, ahd what this speaks of is 
writing the reserve in respect of the 
Canadian section of the business up 
to the three per cent. basis? A.— 
Yes. EIA 

Q.—Then I want to ask you this in 
passing, what table had you valued 
upon in respect both of England and 
Canada before this valuation? A.— 
On the H.M. 

Q.—On the H.M. table? A.—Yes, 
the O.M. having been _ constructed 
later, 7 | 

Q.—And at this investigation or at 
this valuation the 0.M. table was for 
the first time employed? A.—Because 
it was for the first time published. 

Q.—We had the history of that yes- 
terday. and indeed we had it before. 
Then the report proceeds ‘‘As a re- 
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sult of the valuation upon this strin- 
gent basis the directors have allotted 
reversionary bonuses at the rate of 
$12.50 per annum per thousand ma- 
tured for all home and Indian poli- 
cies entitled to participate in the gen- 
eral section, and $138.75 for the policies 
in the temperance section.’ (Reads 
down to the words ‘‘counting from 
the lst of January, 1902.’’) Now 
the two classes of policy referred to 
there are the home and Indian poli- 
cies? A.—Yes, the Canadian are re- 
ferred to later. 

Q.—‘‘In regard to the Canadian sec- 
tion the contiuued fall in the rate of 
interest’? (Reads down to the words 
“Bonus prospect’’). I pause there. 
Will you tell us please in your own 
wav what you had observed as em- 
bodied in this report with respect to 
the rate of interest in Canada? A. 
—Our experience of the rate of in- 
terest in Canada at that time, and 
for a short time afterwards, had been 
that it was decreasing; in fact it had 
tallied with the report of the Superin- 
tendent of Insurance, a reference to 
the matter by the Superintendent of 
Insurance in his annual report. He 
had commented, I think, more than 
twice on the falling rate of interest. 
Of course that feature was not pecu- 
liar in Canada, but was common to 
the world over. 4 


Q.—What experience have you per- 
sonally in Canada at this time in re- 
spect of the capacity or opportunity 
to observe the decrease in the rate of 
interest? A.—Well, as manager for 
Canada for the Company nominally 
from the year ending 3lst December, 
1896. and practically from six to nine 
months later, when I arrived an this 
country— 


Q.—That would be about five years? 
A.—Yes. 


Q.—And have you _ yourself ob- 
served a tendency to decrease, or were 
you relying in this statement upon 
the observations, and comment of 
others? A.—Oh no, it was actual ex- 
perience. 

Q.—Let me ask you another ques- 
tion about this paragraph in this re- 
port. You were, of course, aware of 
the statutory requirements in this 
country with respect to reserves? A. 
= hives. 

Q.—What was your idea with regard 
to whether or not your company was 
entitled’ to take the benefit of that 
statute in respect of Canadian re- 
serves or reserves on Canadian 
business? A.—The idea was that we 
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must have reserves in Canada at least 
up to that standard. 

Q.—That was your view? A.—But 
the view has not been taken, so far 
as I know anywhere, that a company’s 
reserve must be exactly that; rather 
that they must be at least that. 

Q.—Your view of the statute would 


‘be that the statute did not limit you 


to a strengthening upon a proper basis 
but compels you to strengthen at least 
to that basis?’ A.—That is it: 
Q.—Then you were aware that the 
statute gave some time for the change 
of those who were upon a lower basis 
than the statutory basis? A.—No, 
I take it that the legislation pre- 
scribes the basis for specific years. At 
a certain time it must not be less 
than so much, and at a certain other 
time it must not be less than so much. 


Q.—And you were already, in re- 
spect of the Canadian section, upon 
the ultimate basis that the statute 
prescribes, three and a half per cent. ? 
A.—Yes. 

Q.—Your idea was, I take you to 
mean, that not being prevented by 
the statute from further strengthen- 
ing as a matter of business policy it 
was a good thing to strengthen? A.— 
In the best interests of the policyhold- 
ers. : 

Q.—In the best ultimate interest? 
A.—I might point out it was a mutual 
company, too. 

Q.—Was it the fact, as stated here, 
that the premiums in Canada in re- 
spect of the Canadian business were 
lower than the premiums in respect 
of the British business? A.—yYes. 

Q.—Will you give us the compari- 
son, perhaps by percentages would be 
the best way, or perhaps you are pre- 
pared to give it to us a little more 
closely? A.—I have not it by per- 
centages, but I have all the actual 
facts and figures here. 


Q.—I would like to have the com- 
parison? A.—The work was done in 
schedule 4, and afterwards bound up 
in volumes; so there are the facts in 
regard to each individual policy in 
Canada. 

Q.—Can you tell me about the dif- 
ference in the premium in respect of 
specific contracts of insurance—I mean 
specific classes of contracts? A.—No, 
T could not. 

Q.—For instance take whole life, 
what per thousand’ in Great Britain 
and per thousand here? » A.~-Oh it 
might vary. Speaking quite off-hand, 
and without any book, it might vary 
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from shall I say seven and a half to 
fifteen per cent. 

Q.—That is the Canadian rate 
would be seven and a half to fifteen 
per cent. lower than the British rate? 
A.—As near as I can say, subject to 
this, that the rates in Canada were 
increased when the Canadian compan- 
ies increased their rates, that was on 
the occasion of the new legislation of 
1899, the new legislation in Canada, 
but of course that did not affect these 
policies. 

Q.—What I wanted to get at—per- 
haps you can send us that information 
without too much trouble—is some- 
thing definite with respect to this 
statement that a lower scale of prem- 
iums has been adopted in Canada; 
that is one thing I would like to have 
verified, if it is capable of verification 
without too much labor? A.—TI feel 
quite sure that you may take it that 
according to the class of insurance 
and the age at entry, the limits of the 
variation range from seven and a half 
to fifteen. 


Q.—Would it be possible, without 
much labor, to give us a comparison, 
giving us the figures? A.—They are 
here. 

Q.—Let us have an instance if you 
please? A.—Here is an instance. 

Q.—What class is thisP A.—Home 
life premiums throughout, reversion- 
ary and cash bonuses; original prem- 
ium—the comparison of these two 
columns. Here is a premium on a 
man aged 40, $29.50 a thousand old 
rate, and new rate $31.87. 


Q.—What do you mean by that? A. 
—I should have said Canadian and 
English rate at the time the policy 
was effected, which in this case was 
in the year 1883. Here is a case in 
1882. The Canadian rate was $33.64, 
and the man effecting the correspond- 
ing policy in England paid $38.58. 
Here is another case, at age 38, pol- 
icy in Canada in 1883, would cost 
$27.66 per thousand. If he had 
effected the same policy in England 
he would have paid $29.79. 

Q.—These are illustrations of the 
different premium rates? A.—Yes. 

Q.—And that was so with respect to 
the whole Canadian business was it? 
A.—Yes. 

Q.—There was a difference? A.— 
Yes. 

Q.—A substantial difference in the 
way you state in connection with Can- 
adian business? A.—Yes. 

Q.—Then the report proceeds ‘‘The 
directors have however resolved to 
offer to the Canadian participating 
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policy holders the option of increasing 
their premiums to the level rate now 
in force in England.’’ (Reads down 
to the words ‘‘Profits of that section.’’) 
That is something I want to ask 
about. In the first place was there 
any general advantage taken of that 
option by your Canadian policy hold- 
ers? A.—Yes, very largely, partic- 
ularly amongst the larger policies, the 
most expensive policies, the business 
men. 

Q.—Then they did not put the Can- 
adian policy holder back into the posi- 
tion of sharing in the bonus that was 
declared on the home and Indian 
policies? A.—In respect to the past, 
no. It put him on a level with the 
English members in respect of the 
future on and after lst January, 1902, 
but incidentally it gave him the bene- 
fit, which the English members were 
also enjoying, of interim bonuses, that 
is to say bonuses to be paid in respect 
of each year of duration after the year 
1901, should the policy mature in nat- 
ural course; that is by death or by 
survival. 

Q.—That is there would be an ap- 
portionment of the quinquennial per- 
iodP A.—Yes. That of course was a 
very great advantage. 

Q.—That was not so without this? 
A.—No. 

Q.—In other words without taking 
advantage of this— A.—No, that 
was the introduction into Canada of 
the interim bonus. 


Q.—And in respect of those who did 
not take advantage of the option, 
matters remained A.—Just as 
they were. 


Q.—Remained still as they were? 
A.—Yes. 

Q.—There is no breaking of the 
quinquennial period, even if the pol- 
icy matures in the interim? A.—In 
respect of those policies, no. 

Q.—Then will you tell me, please, 
what proportion of your Canadian 
policy holders took advantage—can 
you say in amounts of insurance? A. 
—I should say that about one-third to 
one-half of the policy holders in the 
participating class took advantage of 
the option. 

Q.—One-third to one half in volume 
of insurance? A.—In volume of in- 
surance. 

Q.—Then the next question that 
suggests itself to me upon this report 
is the question as to how Canadian 
profits pure and simple are ascertain- 
ed? How would you allot profits to 
the Canadian section? A.—It was 
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found on valuation, speaking in re- 
ference to previous valuation per- 
iods, it was found on valuation that 
the Canadian policies had earned in 
the matter of bonus about eighty per 
cent. as compared with the English 
policy holders, the funds for book- 
keeping purposes of the two branches 
being kept just as distinct as if they 
were two distinct companies. 


Q.—That is you took the Canadian 
funds, or the funds derived from the 
Canadian policy holders and kept a 
separate account of the profits earned 
by those funds?? A.—Yes. 

Q.—Charging those funds, I sup- 
pose, with their proper proportion of 
the general expenses? A.—Yes, there 
was no other equitable way of deal- 
ing with the situation, in view of the 
fact that it was a mutual company. 
When starting business in Canada 
the British Empire Mutual simply 
took over the business of another 
company. They did not of themselves 
open up anew in Canada in 1883, but 
having taken over the business of an- 
other company that was doing busi- 
ness in Canada—that was the occa- 
sion of their doing business in Can- 
ada. 

Q.—What was that company? A. 
—The Lion. Then the manager at the 
time published I think,—I am _ not 
sure about that; however if he did 
publish, it was directly after he pub- 
lished premium rates equivalent to 
the English premium rates—it was 
pointed out to the home board that 
these rates were so mueh higher than 
the market rates that he would not be 
able to do business in this country and 
that involved the question of mutual- 
ity, how could the difficulty be got 
over equitably as between the two 
different classes of policy holders, 
English and Canadian. It was then 
decided after taking proper advice, 
that we would charge in Canada, 
what I might refer to as the market 
rate for premiums; that is the rates 
which were actually charged; but 
that for bookkeeping purposes and 
valuation purposes we put in the 
books a section for the two compan- 
ies, and inasmuch as interest rates 
were higher from a half to ona per 
cent. in Canada at that time than 
in England, that involved some justi- 
fication, equitably in the considera- 
tion of the two, and would justify a 
lower premium being charged, and 
had rates kept up lower premiums 
would have been charged. 

Q.—I want to be sure I quite un- 
derstand it. Were you investing in 
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Canada, and so getting advantace— 
A.—Certainly. : . 1 

Q.—Of the Canadian rates? A.— 
Yes. 

Q.—To the extent of your Canadian 
funds? A.—Oh yes, we had more 
than Canadian funds invested in Can- 
ada, never less. 

Q.—You say that the two funds, the 
Canadian fund and the other fund, 
were in proportion of about eighty to 
one hundred? A.—Not the funds, the 
bonuses, the profits I was speaking of, 
the proportion of the funds would be 
quite different. 

Q.—About what would that be? A. 
—TI should think one to six. 

Q.—One in Canada to six in Eng- 
land? A.—Yes. 

Q.—Six times as much funds in Eng- 
land as in Canada? A.—Yes. 

Q.—Then since the option was ex- 
ercised by those who did exercise it, 
have you made a difference in the 
Canadian funds by transferring their 
proportion, the proportion of those 
who took advantage of the option into 
the English class, the English section, 
or how has that been? A.—No, the 
funds are kept here and invested in 
Canada, but when it comes to a valua- 
tion, which would be at the end of 
that year, the result would be largely 
affected by the fact that a certain 
number of Canadian policyholders are 
in fact English policyholders. 

Q.—That is, you will make a dif- 
ference in the Canadian section it- 
self? A.—That is: if the profits are 
shown to be different, they will just 
get what they earn. 

Q.—What you have promised you 
know is that they will “receive in a 
future division of profits the same 
bonus as may be declared on home 
policies. That would indicate that 
their bonus may be expected to be 
higher than the bonus of those who 
remained in the Canadian section? A. 
—I believe that is the effect of it. 

Q.—What do you find among your 
Canadian policyholders was the re- 
sult of this passing of the bonus? A. 
—Well, inasmuch as the option, which 
was of course a very valuable one, 
was attached to the expedient of pass- 
ing the bonus for two years, speaking 
generally amongst business men, and 
certainly amongst insurance men who 
were insured with us, it was favorably 
received, and they promptly took ad- 
vantage of the option, and there are 
many illustrations of the practical ad- 
vantages which have resulted to poli- 
cyholders in the meantime whose poli- 


3276 ROYAL COMMISSION ON 


1U3rd day, November 24, 1906. 


cies have matured in natural course. 
I could give you several instances of 
that. 

Q.—I wish you would give us one 
or two instances? A.—Let us take 
one case, the late Walter Barwick, 
for instance. He had with us four 
policies of $5,000 each. At that time 
we entered them in the English bonus 
section. I have not the exact fig- 
ures, but I will give them approxi- 
mately. He paid in respect of two 
of his policies $15 a year or more; 
for four years it would be $60; in re- 
spect of the other two, which were 
paid up policies, he just paid the lump 
sum down, say $130 down, for the two 
policies, with the proper actuarial 
adjustment; that would bring a couple 


of hundred dollars for the four years. ' 


When he died, four years out of the 
five had expired, and the result was 
that we paid to his estate an interim 
bonus at the rate of one per cent. per 
annum on the sum assured, which re- 
sulted in $800 being given; the option 
was still open in 1902 and immediate- 
ly, after it had been announced the 
late Judge McDougall, for instance, 
took advantage of it, and paid a mere 
trifle, perhaps $5, something like that; 
the figures are here, it was quite nom- 
inal, for each thousand dollars as- 
sured under his policy, and received 
the interim’ bonus. So that it is 
manifest it was a great advantage, 
and where my letter got into hands 
where those facts could be appreciat- 
ed the result was that it was gener- 
ally availed of, and in less than five 
years there can be no sort of ques- 
tion that the passing of that bonus, 
the amount which might for the sake 
of accommodation be called loss for the 
two years is more than made up. 
amongst the surviving members, I 
mean. 


Q.—Could you give us an instance 
of what has happened to those who 
did not take advantage of the option? 
A.—I could give you an instance next 
May as to what will happen to them, 
but I cannot give you an instance as 
yet, for the reason that the quin- 
quennium only closes next May. But 
there is no reason whatever to anti- 
cipate that they will get a lower bonus 
than they have ever previously re- 
ceived; on the contrary it is likely to 
be greater. They, of course, get the 
advantage of a higher bonus in this 
respect. that the mere passing of the 
bonus, seeing that it was not a pass- 
ing of the bonus because there were 
no funds to give away, but it was a 
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passing of the bonus for the purpose 
of increasing the reserve, they there- 
fore get the benefit annually on those 
increased reserves. There are two 
methods clearly, two reasons clearly 
in respect of which a bonus may be 
passed; it may be passed because 
there is no money; it may be passed 
because prudence indicates that the 
money which on a given valuation 
basis ST reserved should be increased 
on a stronger basis. I might 
that that report of course eae ae 
to every member of the company and 
in particular to every participating 
policyholder, together with an official 
letter signed by myself, dated 17th 
April, 1902, the object of which was 
to make the thing as clear as could be 
done, without using language too 
technical, and I have pleasure in put- 
ting in_a copy of my letter. 

Q.—Which accompanied the report? 
A.—Yes. 


MR. SHEPLEY: I will put these 
two documents together and file them 
as one exhibit (Exhibit 737). I will 
read Mr. McDougald’s letter dated 
April, 1902. (Reads letter.) 


Q.—And this is the form of i 
you have handed me? ay oat 
_Q.—Is there anything else you de- 
sire to say upon that subject? A.— 
You will notice that exhibit refers to 
the payment of one sum down; it 
applies to paid up policies. In the 
case of policies subject to annual 
premiums, the same circular’ was 
sent, except a provision was made for 
the increase from one month to an- 
other. The same exhibit answers the 
purpose. 

Q.—The increase was made having 
regard to the age at entry, was it? 
A.—Oh yes, the age st entry, and-the 
rates at that particular time. 

Q.—It had no retroactive effect up- 
on past premiums at all? I mean in 
other words,, you did not exact a sum 
to cover advances in past premiums? 
A.—Oh no. If we take a paid up 
policy, for instance, it is a mere mat- 
ter of actuarial calculation to deter- 
mine how much that policy holder 
has got to pay, but in making that 
calculation that policy holder is not 
charged one cent in respect of the 
period lapsing from 1883 we will say, 
when he effected his policy, up to 
3lst December, 1901, but merely takes 
account of the extra amount which 
he should have paid to get bonus 
benefits on the English footing, as 
from the 3lst December, 1901. As I 
was coming away I happened to come 
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across a copy of returns of the Bri- 
tish Empire Mutual Life Insurance 
Company, made to the British Board 
of Trade, pursuant to the life In- 
surance Companies Act of 1870, and 
in these returns facts in regard to 
the companies business are mentioned 
including of course Canadian busi- 
ness. : 

_ Q.—This is the return following the 
Peter and valuation? A.— 
es. 


MR. LANGMUIR: What year was 
that? A.—The year ending Jlss De- 
cember, 1901, the same year which the 
report covers. (Exhibit 738). 


MR. SHEPLEY: Q.—It is the re- 
turn which covers the work of that 
valuation? A.—Yes. I may just 
mention that from and_ after that 
period 3lst December, 1901, the 
whole of new business in Canada 
was placed upon the footing of 
English rates of premium, which 
by that time had become practically 
the market rate in Canada, all other 
companies having elevated their rates, 
so that as from the 3lst December. 
1901, the British Empire Mutual did 
business in Canada precisely on the 
same footing as in England in respect 
of premiums and benefits they con- 
ferred in their policies. 


Q.—The question now is only an 
existing question in respect of that 
section of the policy holders whose 
policies were on foot on the 31st 
December, 1901, that did not take ad- 
vantage of the option? A.—And in 
respect of those two particular years 
in fact there is a little hardship in 
respect of those who died—naturally 
they would not feel it—and in respect 
of those whose policies matured dur- 
ing those two particular years. 

Q.—Then have we now heard ll 
that you wish to say, all that occurs 
to you to say upon that particular 
subject? A.—I think so. If you 
would like your actuary to _ look 
through these calculations I would be 
very pleased to leave the books for 
the present. 

Q.—I think the Commission won’t 
have any hesitation in accepting the 
statement you have made with regard 
to it? A.—The object was to deal all 
through with strict equity as between 
English and Canadian policy holders, 
but in the mutual company from the 
year of commencement in 1883, the 
Canadian policy holder as compared 
with the English policy holder, was 
practically receiving the annual cash 
bonus, in that he was paying for the 
same benefits a lower premium than 
in England. 
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Q.—Then you have been attending 
a meeting of the Managers Associa- 
tion? A.—Yes. 


MR. LANGMUIR: You have fre- 
quently referred to interim bonuses. 
How frequent are those? A.—If I 
except from my remarks dividend pol- 
icies and refer for the sake of con- 
venience merely to the policies in. re- 
spect of which bonuses are allotted 
quinquennially, then if one of those 
policy holders should dié—we will say 
there was an allotment for the five 
years ending 3lst December last year; 
when that bonus is announced, at 
the same time there is an announce- 
ment made in respect of policies 
which may mature in natural course 
before the next bonus allotment of 
five years, say 1910, in respect of 
those policies an entirely different 
bonus will be given on a certain rate 
on certain conditions. 

Q.—When you say interim, it is on 
that particular class of policies? A. 
—I am confining my remarks to that 
particular class of policy. I might 
go further and say that with regard 
to the deferred dividend policies we 
do actually give an accounting to a 
policy holder, but whether that ac- 
counting to the policy holder be given 
or not, if the transaction be carried 
out in a proper form, the company 
would allot, for valuation of its busi- 
ness, a contingent bonus to that pul- 
icy, and if the policy should mature 
within the quinquennial period—that 
is to say within the valuation period 
when the twenty years of the policy 
might expire,—then that policy in the 
books will get the benefit of the in- 
terim bonus. 

Q.—By that allotment? The allot- 
ment would enable them to get that? 
A.—Yes. The bonuses are allotted to 
all policies—I am speaking of our 
practice—whether they be deferred 
dividend policies or quinquennial di- 
vision policies, but in the case of the 
deferred dividend policies they are 
contingently allotted, that is to say 
that the contingency is that the policy 
must survive the bonus period of 
twenty years, whatever it may be. The 
effect is that a policy has practically 
annual bonuses. 

MR. SHEPLEY: Q.—I did not 
know whether the Commissioner quite 
understood that that was entirely a 
bonus in respect of quinquennial pol- 
icies, or policies which receive profits 
quinquennially, and not paid in cash 
at all unless the policy matured? A. 
—Yes. 
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MR. LANGMUIR: Q.—That is 
what I wanted to find out? A.—There 
is no occasion then because the interim 
bonus is always in the same proportion 
to what is sure to be earned as the 
interim dividend in a trading concern. 

MR. SHEPLEY: Q.—If I live w 
the end of the quinquennial period I 
will get the quinquennial dividend, 
which will cover and embrace and 
swallow up the interim dividend? A. 
—Yes, 

Q.—So that it is only for the bene- 
fit of those who die in the meantime? 
A.—Or you may have endowment in- 
surance, but if a person lapses his 
policy he does not get a share of it. 

Q.—Have you any assistance to offer 
us in respect to the requirements as to 
Government returns? A.—Well the 
fact is I made some notes on various 
items thinking possibly I might be 
called upon for some remarks, and in 
particular on the subject of estimates, 
which was brought to my notice be- 
cause of the passing of the bonus here; 
the same remark would apply to the 
other company passing the bonus— 
is a practical illustration of the inad- 
visability, shall I say, of any company 
issuing estimates. 


Q.—yYou do not favor the idea of 
the companies advertising by means 
of estimates? A.—I do not. I just 
embodied the remarks as tersely as 
possible under various headings, and 
estimates is one of the headings there. 

Q.—These are your own personal 
views and you are not speaking for 
any association of insurance people in 
these views, or how is that? A.— 
Entirely my own personal views writ- 
ten independently of everybody in the 
wide world. I do not put them for- 
ward as the views held by my own 
company; on the other hand I must 
say that I have no reason whatever to 
believe that they in any sense, or in 
any direction vary from the views of 
Mr. Ryan or anybody else connected 
with the company. 


Q.—The first paragraph of your 
memorial is headed ‘‘investments.”’ 
(Reads paragraph). I want to ask you 
a question or two with regard to this 
clause. You can probably tell us more 
authoritatively than anybody who has 
yet given evidence to the Commission. 
What is the position in Great Britain 
with respect to legislative restrictions 
upon investmentsp A.—It is absent. 

Q.—What from your standpoint do 
you think generally of the policy of 
legislative restriction? A.—I dislike 
it entirely, and do not agree with it 
in any sense of the word. 
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Q.—What safeguards, if any, would 
you substitute for legislative control? 
A.—I was going on to say that the 
circumstances in this country are diff- 
erent from Great Britain, and I am 
not prepared to put forward the opin- 
ion that what would be good there is 
necessarily good here; in fact it would 
seem that restriction of some sort is 
almost a necessity here, but I think 
in that case the minimum of restric- 
tion should be put on and not the maxi- 
mum, with a view of its going off 
altogether as the country advances 


and business gets into more expert 
hands. 

Q.—Then what, in your view, con- 
stitutes the difference between the 
Canadian standpoint and the British 
standpoint? A.—The country is not 
fully settled. There is the fact of 
State control, which has a tendency 
to detract from the sense of responsi- 
bility of those investing the funds; 
and possibly the personnel of com- 
panies in Canada is not up to the . 
standard in many respects obtaining 
in England, and certainly the circle 
from which experts may be drawn to 
guide life insurance investments is 
not anything like as wide as in Eng- 
land. 


Q.—The last suggestion you have 
made would seem to recommend it- 
self. You say there is more ample 
opportunity for safe expert guidance 
in England than there is here? A.— 
I should think so. 


Q.—The circle of experts being 
wider. Then with regard to your 
general view, which is against legis- 
lative restriction, I asked you, I 
think, what safeguards you would 
substitute, if any, for legislative 
control. A.—I cannot think of any 
possible substitute in this country 
under the present conditions. I, 
think there must be restrictions to 
some extent. Certainly there must 
if there is State control of the busi- 
ness, but I would have that restric- 
tion as limited as possible with a 
view to its ultimately going off. 

Q.—Its ultimate disappearance. 
Then, where legislative control is 
absent, as in Britain, what are 
the practical safeguards? A.—The 
practical safeguard is the publicity 
which is given to all their doings. 
Not that the publicity is as complete, 
perhaps, as many of them would wish, 
even there, but it had the effect of 
weeding out from the business practi- 
cally everything that was objection- — 
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able many years ago, in or about the 
year 1870. And there being an abun- 
dance of expert actuarial opinion 
there if anything suspicious, shall I 
say, were to arise, the trained ex- 
perience would bring that matter 
forward and public opinion would at 
once catch on. Not merely the insur- 
ance press, but the ordinary every 
day press would take the matter up. 
You see the result of that sort of 
thing in the Annual Meetings of the 
companies. If everything is all right 
in @ company, or rather, if there is 
no cause of suspicion as to everything 
being all right, the Annual Meeting 
may be held and they will get a 
quorum it is true, but they won’t get 
much more; but if there be any sus- 
picion whatever, they will want a 
very large hall for their meeting and 
a few policemen to look after it. 

Q.—That you attribute to the 
greater publicity with respect to the 
details of the business of the com- 
pany? A.—Yes, plus the fact that 
there is the expert opinion to call the 
attention of the public. I have an 
illustration here in regard to the ex- 
pense rates of companies, for in- 
stance. I might take any company; 
they are all in alphabetical order 
here. This is an ordinary insurance 
publication. I take a company here 
and I find, amongst other figures, 
that it provides in its premiums for 
the expenditure of 19.10 per cent. 
per annum. The public are told that 
out of that provision it expends 
19.06. I might turn up another com- 
pany and find that it provides for 
expenditure in its premiums, we will 
say, for the sake of illustration, 
merely 25 per cent. It expends 35 
per cent. You have no correspond- 
ing information for the public in 
this country. 


Q.—That instance you gave last 
would immediately attract expert at- 
tention and become known to the gen- 
eral public at once? A.—Directly. 
Expert opinion would take account 
not merely of that fact, but of other 
features connected with the business. 
There might be something off-setting 
that. 


MR. LANGMUIR: Do you think, 
Mr. McDougald, that the _ invest- 
ments authorized by the existing Act 
in Canada are unreasonably or un- 
duly restricted? A.—I doubt if they 
are unreasonably or unduly restrict- 
ed, so far as experience has gone 
up to the present, but, I think, that 
there is not sufficient latitude having 
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regard to the future, and if you are 
now going to legislate for 20 years 
more, you have to bear in mind that 
the funds of companies are going to 
increase at a very great rate and the 
present field is not going to increase 
at the same rate. 

Q.—Will not the wonderful pro- 
gress of Canada that is going on, 
largely increase the volume of invest- 
ments in the very saine lines permit- 
ted by the Act?  A.—I am afraid 
not in the same lines, because the in- 
crease will be rather in the nature of 
opening up investments which carry 
the highest possible rates of interest 
at first; that is to say, investments 
which more or less are outside of the 
scope of the life assurance field. 


Q.—They cover almost every public 
utility now. A.—Yes, but what does 
it amount to, having regard to the 
volume of business and the increasing 
volume; I think the sums that will 
have to be invested will increase at a 
greater ratio than the opportunities. 

Q.—That is a question for consid- 
eration. 

MR. SHEPLEY: I see that you 
would bar call loans, whether made di- 
rectly to brokers or others or indi- 
rectly through a bank or otherwise. 
Will you tell us what you have in 
view with regard to that? I do not 
mean what instances you have in view 
but what the principle is that you 
think is involved? A.—I never 
heard of life insurance funds being 
invested in call loans until I came 
to this country. In fact I might al- 
most say that I never heard of it 
until in the course of this inquiry in 
regard to some companies, I do not 
call to mind what companies they 
were. 


Q.—You do not consider it a desir- 
able class of investment? A.—I think 
it is a banker’s class of investment. I 
think it is treading on the functions 
of a banker. I do not mean to say it 
is unsafe. 


Q.—Then I gather that you would 
not make more stringent the territor- 
ial area of investment, you would not 
go further in the direction of restrict- 
ing investments to Canadian  enter- 
prises? A.—I would widen the ter- 
ritorial area. F 

Q.—How wide would you make it? 
A.—Just as wide as you can. 

Q.—As wide as possible? Give 
power to invest everywhere? A.—Oh 
no, I would not say that. I don’t 
know enough about ‘“‘everywhere’’ to 
say that. 
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Q.—If you leave it entirely in the 
discretion of the Board they may go 
everywhere? A.—I cannot conceive 
of anything on the earth or in the 
heavens above or anywhere else that 
the Pelican and British Life Office 
under its constitution, and many 
other British offices under their con- 
stitution, cannot invest in. 


Q.—Then turning to Mr. Ryan’s 
speech, he takes a two-fold view of the 
functions of an insurance company. 
He says it is a trading concern and it 
enters into contracts with its policy- 
holders. ‘‘It is not only a trading con- 
cern, however, but it is a capitalist 
institution, holding the funds of pol- 
icy holders upon an ultimate trust.’’ 
A.—Yes. I may say that I put that 
forward, not because of the individual 
who makes the remarks entirely, but 
because of the fact that those _ re- 
marks are representative of the best 
insurance opinion in the country, and 
I have pleasure in putting in the full 
copy of the speech and the names of 
some persons present on that par- 
ticular occasion and_ particularly 
leaders in the insurance and financial 
world there. 


Q.—I am not sure whether Mr. 
Ryan or someone let me have that 
when I saw him in London last sum- 
mer. It may be already in. How- 
ever, I will file Mr. Ryan’s speech now 
as Exhibit 739. Then, the next topic 
touched upon in your memorandum, 
Mr. McDougald, is the gain and loss 
exhibit. (Reads this paragraph to 
_the words ‘‘returns as above suggested 
in this section’’). You told us, when 
we had the pleasure of hearing you 
the other day, perhaps a little more 
in detail, what you have here said 
about the gain and loss exhibit with 
regard to the mortality element. 
Your idea is that without that ele- 
ment the gain and loss exhibit is 
like the Play of ‘‘Hamlet’’ with Ham- 
let left out. And you think that 
yearly is too frequent a period? A. 
—Yearly is too frequent a period. 


Q.—Too frequent a period to give 
reliable results in respect of mortal- 
ity? A.—Yes. You have an illus- 
tration of that. I think, in one of 
the Canadian Companies; a young 
company who, as far as I hear, had 
an abnormal death rate. That is not 
necessarily a loss. Time must show 
whether it is a loss or not. It is 
not necessarily all loss. 

Q.—There may be corresponding 
gains in the next year? A.—To take 
an extreme illustration; I may one 
year insure half a dozen people; they 
may all go out ina boat and get 
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drowned. The mortality table does 
not provide for contingencies of that 
sort, because they take account of 
large numbers, and not average but 
probabilities based upon the results. 
Q.—Then the rest of the  para- 
graph is, I think. a matter that we 
have not discussed with you as yet. 
That is the information which you 
would give yearly. ‘‘The loading per- 
centage of premiums received to be 
compared with the cost. of conducting 
the business, also shown with a per- 
centage of the premiums received.”’ 
That is entirely feasible because every 
company that is well conducted knows 
what its loading is? A.—However it 
is conducted it must know what its 
loading is. It must know how the 
premium it charges the public com- 
pares with the premium according to 
the valuation standard in the Act. 
Q.—Then the rate of interest, the 
effective rate of interest yielded by 
the funds invested and  uninvested, 
the method of determining the rate 
being uniform. What do you mean 
by that last phrase? I do not know 
that I quite understand that? A.— 
As accounts have been rendered in 
this country on the basis of cash in- 
come—cash expenditure—results are 
that you get within a given compact 
period, January to December, some 
income which belongs to that par- 
ticular year and some which you have 
been paid earlier and some_ which 


you have been paid later. You do 
not get that income— 
Q.—Segregated by itself? A.—That 


is right. But, if the accounts are 
kept in a scientific manner according 
to double entry bookkeeping prin- 
ciples, the result will be that a 
revenue account—which is different 
from a cash account— you may get a 
cash account with some facility from 
a revenue account, but if you want 
to get a revenue account from a 
cash account you can approximate to 
it and from a series of years you will 
get a close approximation, but from 
any one year you may be very much 
out. The result is that you will get 
a varying ratio, as between a revenue 
This tends to a 
uniform and_ scientific practice in 
keeping the books. 

Q.—That is to be compared with the 
interest rate to be assumed in the ac- 
tuarial rate. That is a manifest ne- 
cessity. Then the gain and loss in sale 


of securities, you would set that as: 


a piece of knowledge by itself? A.— 
I would show that. If I may refer 
to the interest yield in that connec- 
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tion I may say that sometimes a con- 
cern may say, ‘‘I made certain profits 
from investments; in determining 
what my fund has yielded during the 
year, I will call that interest.’’ An- 
other concern may not. That would 
be a different practice. 

Q.—What would be the sound way? 
A.—Well, I think that the two should 
certainly be separately shown. I 
would personally prefer to leave it out 
in determining the yield of interest. 

Q.—Then ‘‘Lapses and surrenders.”’ 
(Reads this paragraph. That demon- 
strates itself, of course. Then the 
par, book and market or estimated 
values. (Reads this paragraph.) That 
also explains itself? A.—That is done 
practically at present. 

Q.—You would add to the present 
British returns. Taking your com- 
pany, for instance, you do transmit 
to the Dominion Inspector copies of 
your Board of Trade returns. You 
would add to that, however, a separ- 
ate return, founded upon the prici- 
ples that this paragraph lays down in 
respect of the Canadian business? A. 
—Yes, that is done now. 


Q.—Then the next paragraph is, 
‘Income, Expenditure, Assets and 
Liabilities.’ ~(Reads this paragraph 
to the word ‘‘unscientific.’’.) That is 
for the reason you were discussing a 
moment ago? A.—Yes. 


Q.—(Reads from the words ‘‘it leads 
to a loose method” to end of para- 
graph.) I think that paragraph ex- 
plains itself pretty well. 

MR. LANGMUIR: You are in favor 
of uniformity of bookkeeping for all 
insurance companies? A.—Well, I 
would rather express it as I have put 
it here, double entry bookkeeping up- 
on scientific principles. 

Q.—I understand. But, in order 
to proper inspection don’t you think 
uniformity would be an advantage? 
A.—In bookkeeping, certainly. More- 
over, I think one very great virtue 
is that it renders the possibility of er- 
ror, whether bona fide or otherwise, 
very much less. 

Q.—It minimises that? A.—Yes. 

MR. SHEPLEY: I suppose uni- 
formity in bookkeeping of the com- 
panies would be greatly stimulated by 
requiring so scientific a return that 
the bookkeeping would naturally lend 
itself to that? A.—The fact is that 
the bookkeeping has to lend itself to 
the form of return required by the 
Government. I do not consider that 
the companies are necessarily to blame 
in any sense of the word for the form 
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in which they are keeping their books 
or that some of them have been _ be- 
cause the Government practically 
compels them to adopt this no-system. 
The only practical objection I have 
heard to it, and I think the only ob- 
jection that exists is that the Can- 
adian system hitherto is parallel with 
the system adopted by American com- 
panies in the United States, and some 
of the Canadian companies, and in 
the future more of them may or will 
be doing business in the United 
States. Then the agents in the field 
get hold of the account of one com- 
pany doing business in the States 
and see their financial returns render- 
ed in a given form; they get hold of 
the returns for the same period of 
the same company as rendered to the 
Canadian Government in a different 
form, and, of course, the ratios come 
out differently in the two systems. 
That is the practical objection to it, 
but I have answered that by simvly 
saying the one is unscientific and the 
other scientific. Why should we fol- 
low the United States? I would say 
that to my friend Mr. Dawson quite 
readily. We ought, as a country, it 
seems to me, to set a proper example 
to some other country if they need it. 


MR. KENT: We should lead, in- 
stead of following? A.—Yes, certain- 
ly, if we are leading in the right di- 
rection, 


MR. SHEPLEY: The next para- 
graph deals with the valuation basis. 
(Reads this paragraph to the words 
“would be comparatively small.’’) 
‘‘With the increase in age of the com- 
panies and the resulting increase in 
bonus additions and paid up insur- 
ance, the reserves required by the 
O.M. table may be expected to ap- 
proximate more closely to those called 
for by the H.M.”’ I am afraid I will 
have to ask you to explain that? A. 
—If I may explain it without resort- 
ing to technical language, it comes 
to this: the risks which a company 
holds, referred to there, are necessar- 
ily on older lives, not young:lives: a 
policy must, for instance, have been 
in force some fifteen or twenty years 
before it is paid up; it must have 
heen, of necessity, paid up some time 
before it gets any appreciative bonus 
additions which are payable with the 
sum assured. That is to say we are 
dealing with old _ lives. Taking 
the company as a whole, they are 
dealing with both old and young, and 
the average age on the whole com- 
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bined is lower than the average age, 
we will say, amongst the older class. 
Then, owing to the construction of the 
O.M. table, which is an aggregate 
table—and as already sufficiently ex- 
plained perhaps—it does not call for 
such relatively high reserves in the 
case of old lives as in the case of 
young. Therefore, when the old begin 
to preponderate the reserves in bulk 
for the whole company are necessarily 
lower than they would be if the old 
were not preponderating. 

Q.—That I understand, I think, 
now. A.—To take an extreme canw, 
if you have a company on whose books 
all the lives are 20, the O. M. will 
call for very much larger reserves 
than the H. M. would. On the other 
hand if you have a company on whose 
books all the lives are age 80 the O.M. 
table may call for reserves about equal 
to the H. M., at any rate the differ- 
ence will be very small. 


Q.—They tend to approach as the 
bulk of the lives insured mature or get 
older ? A.—Yes, consequent upon a 
higher average age. Of course, as I 
think I say here, it strikes young com- 
panies and I do not recommend the 
O. M. particularly for young compan- 
ies, at least without some relief such 
as suggested by the Association. 

Q.—tThere is one expression here that 
IT think was the cause of my not un- 
derstanding it at once; you not only 
say ‘‘the resulting increase in paid up 
insurance’? but you say ‘‘increase in 
bonus additions.’’ A.—Well, asa com- 
pany increases in age the bonus addi- 
tions must increase. 


Q.—I do not yet see, I am afraid, 
how that approximates the two mor- 
tality tables.. What have the bonus 
additions to do with the mortality 
tables? A.—Because I am referring 
to bonus additions to the sum assured 
and payable with the sum assured. 
Now, those bonus additions do not 
exist until the life has attained some 
age and necessarily until the company 
has attained some age. 


Q.—I supposed that bonus additions 
were provided for in addition to re- 
serves and were not at all part of any 
reserves proper. A.—They are pro- 
vided for in the reserves by your pres- 
ent standard, but this is a comparison 
of two separate tables, the H. M. and 
O. M 


Q.—Then the paragraph proceeds 
(Reads from ‘‘for the valuation of an- 
nuities’ ’to ‘‘some other schemes that 
have been devised.’) You lend your 
personal support to the method recom- 
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mended by the Maangers? A.—I can- 
not see anything better, 

Q.—Do you see anything else as 
good? A.—No, I don’t think I do. I 
think that for simplicity and useful- 
ness that is as good as you can get. 
Then the next paragraph deals with 
Hstimates and expands what you said 
a little time ago. (Reads to the words 
‘seldom bona fide.’’) I think that 
paragraph recommends itself as being 
aimed at one of the great objections 
to estimates. Let us face it; is that 
so as a matter of fact, that the prac- 
tice of canvassing with estimates has 
lent itself to misrepresentation? A. 
—Oh, there is no doubt about that; 
that is one of the most outstanding 
features about it. 

Q.—(Reads from ‘‘3rd.’’ to ‘* against 
the best interests of the policyhold- 
ers.’’) I think that paragraph also 
explains itself. (Reads from ‘‘compan- 
ies operating in Canada’ to end of 
Paragraph 13). When you say ‘‘Speci- 
men Surrender Values, you mean ac- 
tual surrender values that have been 
paid? A.—Yes, specimens of what has 
been done. I can put in a Return to 
the British Government by the Pelican 
Company for the year ending 3lst 
December, 1905. Each company is 
free to make its own statement as 
to what it does and to give specimens. 

Q.—The 10th paragraph of the doc- 
ument you now produce, “Board of 
Trade Return” is, (Reads from ‘‘the 
minimum value’ to ‘‘the subject of 
special arrangement.’’) That is a state- 
ment of what proportion of the prem- 
iums paid is returned by way of sur- 
render value. That I will put in. 
(Exhibit 740). Then the next para- 
graph of your memorandum is of much 
importance. It deals with the cost of 
the business. (Reads from ‘‘no more 
serious question could engage the at- 
tention of the Royal Commission’”’ to 
‘available for profit to the policyhold- 
ers.’’) That is a very clear statement 
of something we have had a great deal 
of difficulty with. I do not know 
that we have had it clearly admitted 
by any insurance manager before us 
that that excess of expenditure has to 
come out of the policyholders. (Reads 
from ‘“‘the results are inter alia’’ to 
‘discontinuance rate.’’) ‘‘Discontinu- 
ance rate;’? what is that? A.—The 
discontinuance rate of policies. The 
lapse and surrender rate. 

Q.—(Reads from beginning of para- 
graph “E”’ to “loading for extra 
mortality on the other hand.’’) I 
think that paragraph also explains 
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itself. A.—I would like to make just 
one remark there. You will notice 
that this rather involves the princi- 
ple that expenses should be confined 
to the loading and should be within 
the loading. That is the expense 
loading, for there may be loading for 
other purposes, as for extra mortal- 
ity. Now, in theory it undoubtedly 
is true that the expense of a com- 
pany need not be confined to that 
particular source. That is to say, no 
particular source of profit need in 
theory be ear-marked to a particular 
purpose. That is theoretically cor- 
rect, and no one, I think, could take 
exception to that upon _ scientific 
grounds; and I may say that that 
theory is actually practised in Kng- 
land, but then there they are com- 
pelled, and do as the result of the 
publicity and expert opinion which 
prevail, take other factors into ac- 
count as well, so that the result is 
that whatever purpose the loading be 
put on for, the expenses are kept 
within the loading. I do not say 
the expense loading, for you may 
have, for instance, the case of a com- 
pany or companies which lay down 
their net premium; on top of that, 
added to that, they place a loading, 
not for the purpose of expense, but 


positively for the purpose of a bonus, © 


a compound bonus, too, that is to 
say, a bonus on the sum assured plus 
previous bonuses, and their expenses 
are within the profits from some mis- 
cellaneous sources it may be, or even 
from interest, but the fact remains 
that their actual expense rate is 
within the loading rate. Now the 
result of business conducted in that 
way where the expense is kept within 
the loading is that the evils mention- 
ed here, and some more that might 
be mentioned, are absent there and 
very prevalent here. On the average 
the cost of all companies there is 
about 1434 per cent., which is within 
the average loading. Here the cost 
of all the companies reporting to 
Ottawa, including British companies, 
who are relatively low in their ratio 
of expense, is something well over 
30 per cent., as appears by working 
out the figures in the Annual Blue 
Book Returns. So that I ‘say that 
although the business cannot pos- 
sibly, in my opinion—having operat- 
ed in the two countries—be conducted 
at as low a rate of expense as in the 
Old Country, having regard to the 
higher cost of living, still it can be, 
and ought to be, conducted within 
the expense loading; and if I refer 
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again to that principle, that theory, 
that a source of income, profit, need 
not necessarily be ear-marked for a 
particular purpose, it still remains 
that if a loading is put on for a par- 
ticular purpose, as for expenses, and 
it is in this country universally and 
is, generally speaking, in England, it 
does not seem inconsistent at least 
that, having been put on for the 
purpose of expense, it should be ear- 
marked for that particular purpose 
and that the expenses as a whole 
should have some regard, and indeed 
a very great regard to the loading 
which is put on. 


Q.—It would seem to me, from 
what study I have been able to give 
the subject, to be reducible into a 
shape something like this; you take 
your net premium, which is to pro- 
vide for the contract? A.—It is to 
accumulate at the valuation rate of 
interest and then meets the mortality 
risk. 


Q.—Yes. Provide for the obliga- 
tion of the company under the con- 
tract? A.—Yes. 

Q.—Then as it is foreseen that the 
company will be at some expense in 
carrying the risk, the company pro- 
perly says, we will add to the prem- 
ium we take from you more than 
what it is going to cost us to carry 
the liability, for the purpose of dis- 
charging the expense? A.—Yes. ° 


Q.—Then it seems to me it neces- 
sarily follows, if that loading is ex- 
ceeded in expense, that the result is 
you are dipping into the possibility — 
of the company carrying out its obli- 
gation. A.—Well, if you confine your 
view to the premiums, I would agree. 
I cannot agree to the principle, that 
the theory holds taking a view of the 
total operations of the company. 

Q.—I can understand your loading 
for other purposes and then making 
that loading disappear, but anything 
which cuts or eats into the provision 
made for carrying out the obligation, 
it seems to me is necessarily vicious 
in principle. A.—Yes, but then you 
have other provision for the obliga- 
tion in addition to that. Your prem- 
ium must accumulate at least at the 
rate of interest reserved on your valu- 
ation basis, but then you have other 
sources of profit; you have, for in- 
stance, the source of profit arising 
from the interest; you actually ac- 
cumulate your premium at a _ higher 
rate than you anticipate; there is a 
source of profit. Now in theory that 
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source of profit may be tapped to pay 
expenses. 

Q.—I understand that, but that is 
profit which the policy holder had a 
right to look forward to, if he was 
a participating policy holder, as a 
part of his contract. A.—I think so. 
But at the same time it is not neces- 
sarily so in theory. 


Q.—Is there anything shocking to 
the average lay mind in saying to a 
man, you have so much a year paid 
to you for expenses, you can either 
give up your job or else keep your- 
self on the sum allowed you. The 
company itself fixes the loading? A. 
ies 

Q.—Is there anything in principle 
ta justify a company in not loading 
adequately to discharge the expense? 
A.—yYes, in theory there is. In prac- 
tice in this country, no, because the 
conditions are different in this coun- 
try from other countries where the 
theory might be put into practice. 

Q.—Would it not be a good thing 
to get back to the theory? A.—Well, 
T doubt whether it would be here at 
the present time. Where that theory 
is put into practice you have the ac- 
tual results, that whether the loading 
be put on for expenses or for any- 
thing else, the actual expenses are 
witlan the loading that is put on. 
Those are the results. In other words 
the operations are planned and carried 
out by experts who take a wide view, 
but the conditions are different here 
and the results are very different. 

Q.—Then there is a question I want 
to ask you, Mr. McDougald, that I do 
not think has been asked of any of 
the managers who have been before 
the Commission. Have you considered 
or not the putting into force by the 
State of New York of the law which 
was recently passed there in respect 
of American companies, which do 
business in Canada, will do anything 
to assist in mitigating the evil here? 
A.—Well, they have passed _ several 
laws; do you refer to any particular 
one? 

Q.—I mean the one with regard to 
the reduction of expense? A.—I be- 
lieve that the total expenses there aio 
limited to the total loadings, and that 
being so that would certainly be of 
very great assistance to all companies 
operating in the country in comply- 
ing with a regulation of that kind. 

Q.—If the New York companies are 
compelled to do that in respect of the 
whole of their business, what I am 
asking is whether or not that will 
not be a material factor in enabling 
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Canadian companies, if such a law 
were passed, to comply with it? A.— 
Most certainly; but I doubt the wis- 
dom of making the law so drastic as 
has been done in the State of New 
York, in the sense that there it came 
into immediate operation. I mean, it 
is giving a dose of medicine which is 
too strong for the patient’s constitu- 
tion. 


Q.—Then the last paragraph of your 
memorandum is 15. (Reads to the 
words ‘‘as referee.’’ You have in 
view there an expert framing of form 
for Return? A.—As was done in Eng- 
land in 1870 when the existing Act 
came into force and which there 
revolutionized the business without 
damaging it. 


Q.—Has practice in Great Britain 
since the form of Returns to the Board 
of Trade was adopted, developed any 
weaknesses which might now _ be 
remedied in making a new provision? 
A.—I do not quite get the import of 
the question. 


Q.—1870 is a long time ago. Dur- 
ing that time there has been a great 
deal of change in life insurance busi- 
ness itself ? A.—Theré has been a 
creat deal of development, new forms 
of insurance and such like, but the 
Act still enables an expert actuary 
to get a very reliable view indeed of 
the condition of the company. 


Q.—What I thought was that per- 
haps experience since the Act of 1870 
would suggest some improvement even 
in the form of Return? A.—I+t would, 
but the developments have not been 
such as to call forth any urgency in 
that matter. If the question were 
to come up, and whenever it may come 
up, then the present form of Returns 
will be enlarged; there will be more 
publicity, but the same principles will 
underlie the whole thing. The gentle- 
men who were instrumental in the 
framing of those forms are, some of 
them, alive to-day. It is due to mem- 
bers of the Institute of Actuaries and 
my suggestion amounts to this, that 
the experience: obtained over’ there 
shall be brought to bear upon the Re- 
turns required by the Canadian Gov- 
ernment, in framing the Returns re- 
quired by the Canadian Government, 
but regard must be had to the dif- 
ferent conditions in the two countries, 
and for that reason I would have as 
large and good an importation as you 
can arrange for of Canadian actuarial 
minds brought to bear. 
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Q.—This is something which might 
perhaps be accommodated here, no 
matter what the British Act  pro- 
vides. What I was going to ask you 
is, is the British statute itself. suffi- 
ciently elastic to admit the variations 
in Returns to meet. new conditions? 
A.—I think to some extent it is, and 
probably it is sufficiently so because 
I believe that the Board of Trade have 
the power to call:for further informa- 
tion on any points which may occur to 
them on reading the Returns sent in. 
And, as a matter of fact, if there 
should be any reason for asking serious 
questions, the practice has been in 
the past for the Board of Trade to 
ask the questions and to receive re- 
plies and print both in the Returns. 

Q.—Then I put in Mr. McDougald’s 
memorandum (Exhibit 741). Now, 
Mr. McDougald, is there any other 
subject on which you will give us the 
benefit of your views? A.—I do not 
know of any other matter. In my 
view the two principal matters, the 
two matters of the greatest importance 
for the betterment of the business in 
the country, are the two last referred 
to in that’ memorandum. 

MR. SHEPLEY: Then I have to 
thank you, Mr. McDougald, for your 
frank expression of your views. 


MR. McDOUGALD: May I ‘just 
’ tender my thanks, your Honours, for 
this opportunity of giving this evi- 
dence. 

JUDGE MacTAVISH: We have 
been very glad to hear you, Mr. Mc- 
Dougald. 


MR. KENT: Mr. McDougald, there 
are a few points that have not been 
touched upon by the counsel for the 
Commission, but about which I would 
like to get your opinion. We have 
been informed that if we want sound 
opinions upon life insurance questions 
generally, that you are the best man 
to furnish them. A.—I am afraid 
you have been wrongly informed, sir. 

Q:—There may be a difference of 
opinion on that point, but at any rate 
as the last witness to appear before 
the Commission I consider it my duty 
to endeavour to improve my informa- 
tion, and that is my excuse for troub- 
ling you. Some complaints have been 
made as to the difficulties arising over 
the payment of death claims. Would 
you be in favour of compulsory arbi- 
tration of any disputes as to the pay- 
ment of death claims? A.—TI cannot 
say that I would. JI have not come 
across a case that would call for such 
action. I cannot think of any com- 
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pany that would arbitrarily, unjusti- 
fiably dispute a claim. 


Q.—You are at a certain disadvan- 
tage there, because I imagine you 
represent a company that does not 
dispute a death claim for other than 
what appear to be valid reasons; your 
company would not dispute a death 
claim in order to stave off the payment 
as long as possible? A.—No. 

Q.—But there are companies that 
have done that. Some even, unfor- 
tunately, that seem to have made a 
practice of it in the past. A.—That 
is news to me. 

Q.—You would not lke to sit in 
judgment on your neighbour? A.—I 
don’t know who he is. 

Q.—I don’t think it is necessary to 
mention the companies. Agents who 
have appeared before the Commission 
have manifested a desire that the 
Commission should approve of their 
being formed into a corporate body. 
Are you of the opinion that life insur- 
ance canvassing agents should be 
formed into a corporate body? Should 
any distinction be made between them 
and any other party who may solicit 
life insurance? A.—Well, candidly, I 
have not given the matter serious 
thought at all. I do not know what 
benefits are likely to follow from the 
incorporation of the body of agents. 
TI do not know what their constitu- 
tional powers are likely to be or their 
liabilities or assets either for that 
matter. 


Q.—Then we will go on to the ques- 
tion of State insurance. Do you see 
any difficulty in the State furnishing 
life insurance to the extent at least 
of granting annuities? Of course on 
the question of life insurance gener- 
ally there is a wide difference of opin- 
ion, but as to granting annuities it 
seems to me that there would be no 
difficulty in the State granting those. 
A.—I see no difficulty at all; none 
whatever. 


Q.—Then the Harorced dividend plan 
seems to be a favourite one with most 
companies? A.—Yes. 


Q.—What is your own opinion about 
that? A.—If it is properly conducted 
there is nothing theoretically against 
it. There are various reasons for 
continuing it; but it should be prop- 
erly conducted. The main objections 
I have heard to it have resulted—shall 
I say—from the improper method of 
dealing with what has been called the 
surplus. There has been no form of 
accounting in any shape and that I 
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think is where the whole difficulty has 
arisen. ‘The pool which has been ac- 
cumulating for the period of 20 years 
has been lable to be dipped into as 
well as to be added to; and at stated 
intervals, but not more frequently 
than 5 years, I think the actuarial 
state of that pool should be examined 
and any properly divisible surplus in 
the pool should be ear-marked, set 
aside for actual division when the time 
comes, and it should be no longer 
treated, by the companies at least, as 
surplus, whatever it may be legally as 
a matter of book-keeping; at least it 
should not be treated as a surplus 
revocable or liable to be dipped into 
again. I am not referring to the in- 
vestment of the funds, but the actual 
treatment of the fund which has ac- 
cumulated. 


Q.—That has always been my opin- 
ion through this investigation, and 
that is the reason why I put the ques- 
tion. A.—In our own treatment of 
the fund every five years that exam- 
ination is made and a certain sur- 
plus is ear-marked—I won’t say the 
whole of the profit which has arisen, 
because it is not in principle neces- 
sarily sound that the whole profits 
should be forthwith divided—but a 
divisible surplus is determined and set 
aside, and then a portion of it, the 
proper equitable portion is allocated 
in the books to each individual policy; 
the amount is put there, and whether 
the policyholder be informed of it or 
not, it is there to his credit as a con- 
tingent bonus addition and vests at 
the end of the 20 years. 


Q.—Now, in respect to insurance 
generally, I think all the managers 
that have appeared before the Com- 
mission, when asked about non-par- 
ticipating as against participating 
insurance, have defended the  prin- 
ciple of participating insurance. Are 
you of the same opinion? Do _ you 
think that it is fair and proper 
that the loading on one class of in- 
surance should be different to the 
other, that the commission paid to 
the agent on one class should differ 
from that paid on the other? In a 
word that non-participating insur- 
ance should be sat upon and the other 
kind encouraged? A.—I think it de- 
pends entirely upon the management 
of the company’s business. I do not 
see any reason why a company should 
not do both classes of insurance, pro- 
vided the management is competent 
and prudent. I think it is perfectly 
right that the policyholders should 
pay a higher premium for the par- 
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ticipating policy than for the non- 
participating policy; he goes into the 
contract with his eyes open; he knows 
that he may buy a certain class of 
goods at a certain price and he may 
get another class at another price; 
he may choose which he likes; hav- 
ing made his choice deliberately he has 
no right to complain. If the com- 
pany is prudently managed the re- 
sult should be that he will have made 
a good investment of his extra prem- 
ium. The degree of that betterment 
may vary with different companies 1n 
different circumstances and in differ- 
ent countries, but why a company 
should be compelled to do only non- 
participating business I cannot under- 
stand. It is a question of manage- 
ment from first to last. That is my 
view of it. 


Q.—I never have been able to un- 
derstand why an insurance agent 
should be paid less commission for a 
non-participating risk than the other? 
A.—Well, I think there is a good 
reason why a distinction should be 
made there, although I must say 
that it is not generally made in Eng- 
land. The fact is that the mortality 
on non-profit business is greater than 
the mortality on with profit business ; 
which is another way of saying that 
the company cannot get so much pro- 
fit out of non-participating business 
as out of the other class, and as it 
does not reap so much profit from one 
class of business it should pay less for 
it. 

Q.—That, I suppose, is because the 
premium rate on  non-participating 
business is considerably less than on 
_the other? A.—No, you mean the 
profit is less because the rate is less? 

Q.—Yes? A.—No, the profit I am 
referring to is the profit from mor- 
tality. The public will unconscious- 
ly exercise what is technically termed 
a selection against a company. For 
instance if a man is on his death bed 
he will get as much insurance as he 
can. Of course, he cannot get any. 
but if he knows or suspects himself 
to be not quite as well as he should. 
he naturally is the more anxious 
to get insurance cover; he does not 
viciously select, I do not mean that 
for a moment, but the actual effects 
are that the company doing non-pro- 
fit business and the same company 
doing with profit business will find a 
difference in the mortality rates in 
those two sections. The mortality 
rates in the non-participating  sec- 
tion will be higher than the mortal- 
ity rates in the participating section, 
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so that the profit resulting from the 
mortality source, as distinguished 
from the sources of investment and 
other sources, the profit from the 
source of mortality is necessarily 
restricted to the company as com- 
pared with the other class, and inas- 
much as the company is not going to 
make relatively so much profit it 
should make a distinction, it may 
fairly make a distinction in the cost 
at which it purchases that business. 
It is a distinction in mortality rates. 
Speaking generally the higher the 
premium the lower the mortality rate, 
and the lower the premium the 
higher the mortality rate. 

Q.—It looks on the face of it 
paradoxical, but I can understand a 
man whose father and mother have 
died at an advanced age and who 
naturally can expect to live longer 
than another man whose parents have 
died at an earlier age, preferring one 
class of insurance for that particular 
reason. That is a matter that had 
not occurred to me previously? A.— 
Let me take a practical illustration. 
We have a man who in his family 
history has an experience of, we will 
say, cancer; an old. age disease. He 
may regard himself as perhaps more 
liable to go off as a result of cancer 
than of some other disease which he 
has not seen in his _ predecessors. 
Under those circumstances he says to 
himself, I am a first class life now; 
I can pass any doctor. All rer- 
fectly true. I want to protect my 
wife and family to the utmost; I 
will get as much insurance cover as 
I can for my money. I have got 
$100 a year that I can spare; with 
that $100 I can buy a _ policy for 
$2,000 payable to me 20 years hence 
or payable in the event of my ear- 
lier death, I being now, say, 25 years 
of age. Now, for that same money, 
$100 a year, I am going to get as much 
insurance cover as I can and I find 
that I can purchase with $100 a 
year a whole life non-profit policy of 
from $4,000 to $5,000. Now, he is 
reasoning in a proper business way 
and when he comes before the com- 
pany he may be passed by the doctor 
as a first class life. He makes every 
effort to get as much sum assured for 
his limited premium as he can. He 
is not going to purchase an endow- 
ment assurance policy which has a 
higher rate of premium, more than 
double. That is a perfect illustra- 
tion of the results which we get in 
the mortality tables, that the higher 
the rate of premium the lower the 
rate of mortality, and vice versa, the 
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the rate of mortality. And the high- 
er the rate of mortality the less of 
course the profits which a company 
can derive from business of that class. 
Q.—Now in respect to new compan- 
ies; do you think that at the present 
moment there is any room in Canada 
for new companies, having in view 
the time they must take to get pro- 
perly on their feet? A.—I_ think 
there are too many companies per 
capita of the population already. 
Q.—In respect to lapses; it has 
seemed to me that one of the reasons 
for the extraordinary lapse rate has 
ben the practice of accepting promis- 
sory notes in payment of premiums? 
A.—No doubt that has its influence, 
but I doubt if it has an influence to 
the extent that promissory notes for 
the payments of premiums should be 
prohibited. I should very much doubt 
the wisdom of any legislation prohib- 
iting the payment of premiums by 
promissory notes. To take practical 
examples; you have out in the North 
West—and you will have it in a great- 
er degree yet as the country devol- 
ops—men who are dependent for their 
income upon certain seasons, but they 
want insurance cover, aS much as 
they can get. The fact is, if a pro- 
missory note is reasonably good, the 
business need not necessarily be bad. 
It is a hobby which can be ridden to 
death, of course, and no doubt it 
is a privilege which has been to some 
extent abused and it has had its in- 
fluence on the lapse rate, but I am 
afraid that if prohibition be the cure 
it will prohibit some people getting 
insurance who ought to get it. So 
far as the companies are concerned 
no doubt it would do them good. They 
might not think so, all of them. 


Q.—Does the agent get paid his 
commission before the note is paid, 
whether the note is paid or not? A. 
—I cannot answer for other companies 
on that matter, but I should say it 
would be highly stupid if a company 
did business that way. 

Q.—Your own company does not pay 
the agent then? A.—Certainly not. 
I pay the agent when I get the cash. 
I am speaking there of when the 
agent is paid by commission. Of 
course if I am paying an agent a sal- 
ary that is another matter. 

Q.—Something has been said in 
favor of and against the use of stand- 
ard forms of policies. I suppose your 
opinion is that companies should be 
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their forms? A.—In the interest of 
the policyholders, decidedly. 


Q.—In that case don’t you think 
it would be well that the conditions 
printed all over the backs of almost 
all policies should be in a little larger 
form, so that peope can have a better 
chance to read them, if not to under- 
stand them? You are probably aware 
that the tendency for years has been 
te print those conditions so as to get 
as much as possible in the smallest 
space, possibly to discourage the in- 
sured from reading the conditions? 
A.—I can understand howg the ques- 
tion arises, but I doubt if the infer- 
ence is quite justified. For this rea- 
son, that a company must have some 
vacant space on its policy somewhere 
to vary those conditions from time 
to time as the policyholder may de- 
sire, in the form of endorsements, and 
if the policy were plastered all over 
with printed matter it would have to 
issue separate documents, which would 
be very undesirable. Moreover the 
conditions which are referred to, I 
think very frequently include what 
may be properly termed privileges, not 
merely conditions. At the same time 
the conditions and also the privileges 
I think should be most clearly ex- 
pressed and should not be open to any 
ambiguity of language which might 
mislead in any shape or form. I think, 
perhaps, that if the Insurance Depart- 
ment—seeing that there must be some 
legislation—might have some license 
in the matter of approvirg the form 
or the type in which matter is printed. 


Q.—Your opinion is that no honor- 
able company should or would lend 
itself to any scheme whereby the 
prospective policyholder could be de- 
ceived? A.—Certainly, no company 
should. And I may add that no 
properly managed company would 
dream of it. It is certainly against 
the interests of a company, in 
the worst possible way, to do any- 
such thing, because of the publicity, 
the very bad advertisement which it 
gets in consequence. 


Q.—You have spoken at the begin- 
ning of the difference between the 
premium rates in force in Canada and 
in England. I suppose that there is 
the same difference in the rates of 
all British companies doing business 
in Canada? A.—Not to-day, I should 
imagine. No, the premium rates of 
the two countries are to-day practi- 
cally the same. The Traders have been 
that way for some years, not because 
of the lowering rate of interest but 
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because of the rates of the two coun- 


tries approximating. 


MR. SHEPLEY: There are two or 
three little matters. The first is. 
some time ago the Hon. Mr. Foster 
spoke to me saying that a notice of 
a meeting of the Board of the Union 
Trust Company on the 7th November 
had been accidentally discovered by 
one of the directors among his papers 
and he asked me whether I would have 
it put in, which, of course, I said I 
would be glad to do. That notice has 
been sent to me. It is dated the 4th 
November, signed by Mr. Foster, as 
General Manager, and addressed to 
Matthew Wilson at Chatham, saying 
that a meeting of the Board will be 
held on Tuesday, November 7th at 
10.30 a. m. (Exhibit 742). I don’t 
think there was any necessity for do- 
ing this; I think it was all well proved 
before. The meeting was originally 
called for the 10th and the notices 
were changed to the 7th because Mr. 
Stevenson was going away. Of course, 
I put that notice in. 


Then there was also sent me by Mr. 
Foster a letter from a gentleman who 
had been examined as a witness, and 
who volunteered to make some state- 
ment with regard to a matter which 
IT do not know that I should speak 
about. at all. I wired him, and there 
has been plenty of time for him to get 
here, that this would be his opportun- 
ity if he desired to offer himself. He 
is not here so far as I have been in- 
formed or am aware. I do not think 
it proper to put in a mere letter about 
a controversial matter, without proof. 


Then there is another matter which 
is somewhat similar. I have a letter 
from a Winnipeg witness, Mr. Pritch- 
ard, with regard also to a controver- 
sial matter, enclosing a document— 
not the original but a copy of it—and 
asking me to have that document put 
upon the record. The matter being 
controversial and all parties to the 
controversy having been examined up- 
on oath, it does not seem to me that 
it would be proper that I should do as 
he requests. 


Then there is the matter of the 
Mutual Reserve. Mr. Guthrie spoke 
to me this morning and said he had 
a wire saying that a letter had been 
posted to him which would arrive by 
the morning train. He promised to 
come here as soon as the letter arrived 
so that we could deal with that. That 
being now the only matter that I 
have to offer to your Honours in evl- 
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dence I would not suggest that we for- 
mally adjourn to two o’clock, but I 
could communicate with you in the 
meantime, if the letter when it turns 
up is material. We do not propose at 
all to drop the matters in question. 
They must be followed up in some 
form, but that may be arranged subse- 
quently. 

JUDGE MaoTAVISH: Then you 
have nothing further in the way of 
evidence this morning, Mr. Shepley. 

MR. SHEPLEY: No, your Honour, 
subject to the matter I have men- 
tioned. 

JUDGE MacTAVISH: We think it 
should be understood that although 
the public sittings are now about to 
close, the public and the parties more 
immediately interested should know 
that at any time within, say the next 
ten days, we will be ready to receive 
any information or suggestion mater- 
ial to the inquiry from anyone who 
desires to submit such information 
for our consideration. We limit that 
to the ten days because we are hope- 
ful that the Report will then be so 
far advanced that suggestions reach- 
ing us after that time will not serve 
any useful purpose. We also take 
this opportunity to say that should 
the Commission at any time during 
the consideration of the evidence with 
a view to reporting, desire any in- 
formation not clearly ‘appearing on 
the notes of evidence or exhibits, we 
will call upon the companies or their 
officers or any of them for any such 
information. The companies should 
understand that. 

Before closing the public sittings we 
desire to express our appreciation of 
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the very great assistance readered to 
the Commission in this long and ardu- 
our inquiry by the counsel engaged in 
the investigation. The greater part 
of this work has fallen to the lot of 
Mr. Shepley, who has been ably as- 
sisted in his work by Mr. Tilley. The 
result shows that the public interest 
was safe in their hands. Their con- 
duct of the inquiry throughout has 
been characterized by fairness and hon- 
esty of purpose; they have, with un- 
tiring industry, skill and courage, 
from day to day elicited from the 
complicated evidence and records of 
the corporations whose affairs we 
were directed to investigate, the facts 
and figures, in such a way that their 
significance is now apparent. 

The counsel retained by the Pro- 
vinces, Mr. Hellmuth and Mr. Geary. 
representing the policyholders of On- 
tario, Mr. LeBeuf representing the 
policyholders of Quebec, and _ the 
Deputy Attorney-General of Manito- 
ba representing the policyholders of 
that Province, are entitled to share 
in the thanks we are now tendering. 

We would also recognize in this 
way the able, and effective services of 
Mr. Ross, the very efficient and valu- 
able secretary of the Commission; nor 
should we omit to mention the names 
of Mr. Dawson, our Consulting Ac- 
tuary, and Mr. Grant, the Actuary 
for the Department; and the ac- 
countants. whose services were at our 
disposal during the course of the in- 
vestigation. 

(At 1.15 p.m. Saturday, 24th No- 
vember. 1906. the Commission  ad- 
journed sine die.) 
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See “Imperial Life,’’ 1138-1240. 

Briees. William, D.D. See ‘Home Life,” 
2105-2108. 


Se Coie pares Hall. See “Great Wes", 1873- 


mene Frank. See ‘Federal Life,” 17282- 


Butt, William P. See ‘‘Foresters,” 2495- 
2499, 


BuRKE. David— 
See “Royal Victoria,” 2989-3022. 
See “Life Managers,” 3140. 


CAMPBELL, Colin H. See ‘‘Foresters,’” 3135- 
3137. 


CANADA LIFE INSURANCE COMPANY. 
Cox, Hon. Geo. A.— 
Examined by Mr. SHEPLEY. 


Official connection defined, 937. 

eke connection, agency on commission, 

Commissions paid on first year’s business 
and renewals, 938 

Periods of increase of commissions, 939. 

Sasa, of expenses of agencies, 

Varying commissions paid on different 
forms \of policies, 941. 

Act of Incorporation and Deed of Settle- 
ment, 941. 

Subscribed and paid-up stock of the Can- 
ada Life, 942. 

Historical statement of the early years of 
the Company, 242. 

Bonus paid to shareholders in the early 
years, 942. 

Bonuses applied on capital stock, 942. 

Profits of Company in early years, 942. 

ere eta Companies in early years, 


Advantages of a large subscribed capital 
stock, 943. 

Mutualizing impossible in early years, 943. 

Resolution to call up all the subscribed 
capital, 944. 

Writing-up reserves, 944, " 

Policyholders not affected by the paid-up 
capital, 945. 

Effect produced by calling up the sub- 
scribed capital on small shareholders, 


Witness traces his increase of holdings 
in Canada Life Stock, 948. 

Connection with other financial institu- 
tions outlined, 948. 

Location of offices for the different com- 
panies in the Canada Life Building, 949. 

Reasons for deciding to go upon the 
Board of Directors, 949. 

Resolution of Board of Directors to pre- 
vent undue control of stock, 

Witness’ election to the Board of Direc- 
tors, 

Legislation affecting a controlling inter- 
est, 952. 


Companies prevented from investing a’ 


controlling interest, 952. 
Shares held in trust, 954. 
Agreement respecting, 954. 
Influence of public opinion on the man- 
agement of a Company, 955. 
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Cox, Hon. Geo. A.—Continued. 


Efforts made to release shares held in 
trust, 956. 

Shares held in trust. released, 957. 
Change in the Directorate, 957. 
Legislation providing for policyholders 
being represented on the Board, 957. 
Status of policyholders changed by legis- 
lation, 961. 

Qualification of a Policyholder-director, 


Limitation of policyholders, right to vote, 


Regulations governing the election of Di- 
rectors, 961 

Directors who are not shareholders, 962. 

eSba: of policyholders to vote by proxy, 


Proportion of policyholders voting by 
proxy, 962. 

Inducements made to policyholders to at- 
tend meetings, 962. 

Methods employed to obtain proxies, 962. 

Publication of annual meeting, 962. 
Relations to other Life Insurance Com- 

“panies, 963. 

ewer for forming the Imperial Life, 


' Analysis’ of the shareholders of the Im- 
perial Life, 964. 

Transfer of Control of Imperial Life, 965. 

Re oa made for transfer of control, 

Composition of the Board of Imperial 
Life, 966. 

Presidency of the Imperial Life, 966. 

Re-purchase of transferred shares in kn- 
perial Life, i 

Purchase of stock in Manf’rs’ Life and 
Temperance and General, 967. 

Reasons for abandonment of Amalgama- 
tion, 

Sale of stock of Manfrs’ Life and Tem- 
perance and General, 967. 

Negotiation of sale explained, 968. 

-Interest in financial institutions, 969. 

Influence of public opinion on control of 
a company, 

Powers of the Central Canada Loan and 
Savings Company, 970. 

Composition of the Board oy Directors of 
‘the ©.C.L. and 8. Co’y, 9 

Statement of assets and Habilities, 970. 

re Dominion Securities Company, 970. 

Composition of Board of Directors, 971. 

Control, how exercised, 971. 

Canada Life securities, through what com- 
panies purchased, 971. 

Interest in Provident Investment Com- 


pany, 972. ; 

Interest in Toronto Savings and Loan 
Co’y, 972. 

Interest in Canada Life Investment Oo’y, 
972. 


Investments of Canada Life Co’y— 
re Dominion Rolling Stock, 973. 
ue Cape Breton Real Estate Company, 
1S: 


ve*Canadian Gen. Electric Co. Stock, 973. 
re London Blectric Company, 973. 
re Electrical Development Co’y, 973. 
re Sao Paulo Company Stock, 973. 
. re Twin City Stock, 973. 
Lease Dominion Coal to Dominion Iron 
sy and Steel Company, 974. 
_ Dividends paid to Dominion Coal Com- 
pany, 974. 
- Fluctuations in Dominion Coal 8tock, 974. 
Reasons for agreement of lease between 
Dominion Coal Company and Dominion 
Iron and Steel Company, 975. 


Purchase by Dominion Securities Company 
of Dominion Coal Stock, 975. 

Loan by Canadian Life to Dom. Securities 
Company, upon Dom. Ooal Stock, 976. 
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rash purchase of Dominion Coal Stock, 

Pledging credit of Canada Life, 978. 

Value of Dominion Coal Stock, 979. 

Defending the propriety of overdrafts, 979. 

Illustration, purchase of B. C. Bonds, 980. 

Advantage of making call loans, 980. 

Justifies investment in Dominion Coal, 980. 

Value of connection with other Institu- 
tions to the Canada Life, 981. 

Efforts made to promote the interests of 
the Canada Life, 982. 

cee to purchase Dominion Coal Stock, 

Fluctuations in the price of Dominion 
Coal, 983. 

Statement of Dominion Securities Com- 
pany, and investments in which the 
Canada Life was interested, 984. 

Total purchases of Canada Life, .985. 

rece arrangements as to procedure, 

5. 

Extent of purchases made in foreign se- 
curities, 985. 

Anxiety to conform to the requirements 
of the Insurance Department, 986. 

Provisions of the special Act of Incorpor- 
ation, 986. 

Extent of powers of investment, 986. 

Objections to giving opinions on legisla- 
tion, 

Statement respecting Canadian Govern- 
ment inspection, 987. 

Inspection made by Michigan Commis- 
sioner, 987. 

ne Sete oe extended to Ohio Commissioner, 
988. 

Inspection made by several States of the 
Union, 988 

Invitation extended to Armstrong Com- 
missioner, 988. 

Composition of paid-up capital stock, 988. 

Average rate of interest earned, 989. 

Advantage of a stock company over a 
mutual company, contrasted, 989. 

Purposes of a reserve explained, 990. 

Scheme of minimum policies outlined, 990. 

Dividends withheld by English companies 


for the puprose of strengthening their | 


reserves, 991. 

Reasons for discontinuing the issue of 
minimum policies, 992. 
Dividends withheld by companies for the 
purpose of strengthening their reserves, 

993. 

Basis of computing reserves, 994, 

Expectations as to the future rates of in- 
terest, 994. 

System of dividing surplus, 994. 

Annual interest earnings of the Canada 
Life, 995. 

Explanation on statement relating to 
over-drafts in connection with loan to 
Dominion Securities Company, 995. 

List of permanent investments, 995. 

Tracing the increase of commissions paid, 
997. 

Canada Life compared to Sun Life, 998. 

Competition with American Companies, 
998 


Practice of rebating aggravated, 998. 
Rebating due to high commissions, 999. 
Practice of rebating general, 999. 
Penalties for rebating, 999. ~° 
Pennsylvania prohibits rebating, 999. 
Legislation in Pennsylvania, 1000. 
Expense of acquiring new business, 1001. 
Persistency of business acquired at high 
pressure, ‘ 
Efforts made to obtain new business, 1001. 
Adherence to a conservative policy, 1002. 
praca of extending foreign business, 
100 


Prospects of business in the United King- 
dom, 1002. 

System of securing new business in Great 
Britain, 1003. 


Expense ratio to premium income, 1003. 


Expense contrasted with English Compan- 
ies, 1003. 

i ae ratio of Canadian Companies, 

Percentage of unsolicited insurance, 1004. 

Bystem of distributing profits, 1005. 

Annual distribution of profits, 1005. 

Amounts paid in bonus additions, 1006. 

Amounts paid and amounts credited to 
policyholders, 1006. 

Removal of Head Office to Toronto, 1007. 

Reasons for removal, dispute over taxa- 
tion, 1007. 

Legislation obtained for removal, 1009. 
Legislation obtained to give policyhold- 
ers the right to vote, 1009. 

Basis of valuation of reserves, 1011. 
Fall in rate of interest necessitated a 
strengthening of the reserves, 1012. 

Agreement with Imperial Life, 1013. 

Agreement with Imperial Life filed, 1014. 

Cancellation of agreement, 1015 

Agreements between the Canada Life, the 
Dominion Securities, and the Central 
Canada relating to Dominion Coal Call 
Loans, 1015. 

epee es relating to private matters, 


‘Syndicate formed to purchase Dominion 


Coal, 1017. 

Transactions made in Dominion Coal, 1018. 

Holdings of the Provident Savings, 1018. 

Holdings of the Central Canada, 1018. 

Agreement between the Canada Life, Cen- 
tral Canada and Dominion Securities 
Company for the purchase of Dominion 
Coal, 1019. 

Additional agreement, 1019. 

Account of payments made by the Canada 
Life pursuant to the terms of the agree- 
ment, 1019. 

List of loans made on security of Do- 
minion Coal, 1020. 

Sica made to officers of Canada Life, 

Statement contains aJl transactions of 
Canada Life with Dominion Coal, 102. 


Counsel for Dominion Securities and Cen- 
tral Canada protests against enquiries 
on matters in which the Canada Life 
is not interested, 1021. 

Purchase of Twin City R. T. Company 
Stock, 1022. 

jenn purchase with Bank of Commerce, 

Reasons for the purchase, 1022. — 

Bale in deference to Insurance Depart- 
ment, 1022. 

Shrinkage of securities in general, 1023. 

Heyes investment in Dominion Coal, 

i. 

Adverse newspaper criticism feared, 1023. 

Pooling arrangements in purchase of Do- 
minion Coal, 1024. 

so ae investments Sao Paulo Bonds, 

24. 

Commissioners paid for guaranteeing Sao 

Paulo Bonds, 1025. 


Canada Life purchases Sao Paulo Bonds, 


1025. 

Sold bonds in deference to Insurance De- 
partment, 1025. 

Commissions earned from Canada Life, 
1026. 

eyed interest in Michigan Branch, 
026. 

System explained of advances to agents, 
1027. 


Various expenses, their nature, 1027. 

Extent of advertising, 1027. 

Reports in newspapers paid for, 1028. 

auoaee World’s” exorbitant demand, 
28. 

Enquiry into travelling expenses, 1028. 

Enquiry into salaries paid, 1029. 
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Transfer of interest in the Ontario East- 
ern Branch, 1029. 

Retiring allowances paid to District Man- 
agers, 1029. 
Statement of salaries paid to President 
and General Manager, etc., filed, 1030. 
Relations with Eastern Ontario Branch 
Agency, 1031. 

Reference to Ottawa Agency, 1031. 

Organization of company to assist the 
Ottawa agent of the Canada Life, 1031. 

ae guarantee to Bank of Commerce, 

Organization of a Company in connection 
with Eastern Ontario Branch, 1032. 

Statement illustrating growth of Funds 
filed, 1034. 

Memo re change of reserve basis filed, 1034. 

Statement re Dominion Coal read, 1034. 

Loan on Crow’s Nest Pass Coal Company 
Stock, 1036. 

eee to Provident Investment Company, 
036. 

Recital of securities held for loans made 
to various companies, 1037. 

Broker’s notes relating to purchase of Do- 
minion Coal Stock, 1037. 

Policies taken as collateral for loans, 1037. 

Loans made on real estate, 1037. 

Loans made on Church Pr®perty, 1038. 

Proposed loan to Ottawa Produce Com- 
pany, 1038, 


Examined by MR. HELLMUTH. 


List of stocks approved of as proper in- 
vestments for Life Insurance Companies 
enumerated, 1038. 

Industrial stock not greatly favoured, 1038. 

Declaration that Canada Life will sell 
Dominion Coal Stock, 1038. 

Loss sustained on investment in real es- 
tate mortgages, 1038. 

Are stocks proper investments for Life 
insurance companies, 1039. 

Transactions in C. P. R. stock, 1039. 

Result of compelling longer investment 
in Bonds, 1040 : 

Stocks safer and more profitable than any 
other form of investment, 1040. 

Division of profits between policyholders 
and shareholders, 1041. 

Profit and loss statement issued every 
five years, 1041. 

Annually for Minnesota State Report, 1041. 

No objection to an annual statement of 
profit and loss being issued, 1042. 

Expense ratio to income in Minnesota, 
1042. 

Expense of obtaining new business, 1043. 

Expectation of the growth of the Canada 
Life, 1043. 

Ratio of new business to old, 1044. 

Ratio of general expense to both premium 
income and total income, 1044. 

Policy of extending business to the United 
Kingdom, 1045. P ; 
Increase of expense ratio to premium in- 

come, 

Low commissions on renewals in the 
United Kingdom, 1046. 

Predictions of decreasing expense, 1046. 

Writing-up of securities of Canada Life, 
1047. 

Difference between market value and ac- 
count value, 1047. 

Distribution of profits to policyholders, 
1048. 

Policy of writing-up fiuctuating securities 
defended, 1049. 

Government requires market value and 
book value of securities to be shewn, 
1050. 

Fluctuations in British Consols, 1051. 

Purchase of annuity for retiring Presi- 
Gent 1062.2 y 

Reasons for the increasing expense, 1053. 


CANADA LIFE INSURANCE CompaANY—Continued. 
Cox, Hon. Geo. A.—Concluded. 


Old Canadian policyholders not affected 
by Increase of expense consequent on 
new business in United Kingdom, 1053. 

ely not affected by increased expense, 

Profits, how affected by change of basis 
of reserve, 1054. 

Reasons for lowering reserves, 1055. 

Policyholders temporarily affected by 
change of basis of reserves, 1056. 

Methods adopted by English companies in 
changing basis of reserve, 1057: 

Effect of change of reserve on a minimum 
policy, 1058. 

Disapproves of a gradual lowering of re- 
gerve, 1060. 

ernie required to change the reserve, 

Division of profits between policyholders 
and shareholders, 1063. 

Preference for participating policies, 1063. 

Advocates straight Life Insurance, 1064. 

Purchase of securities made by Canada 
Toes from Dominion Securities Company, 

Effect of foreign business on the profits 
of a Canadian policyholder, 1064. 

Increase of expense in the management 
of the Canada Life, 1064. 


Examined by Mr. Kent, 


ees to which rebating may be carried, 

65. 

Effect of rebating on profits, 1066. 

‘ Chances of new Life Insurance compan- 
ies, 1066. 

Advances to agents, how considered, 1067. 

Pea Gn to stop rebating approved, 
067. 

Remuneration paid to Presidents of Life 
Insurance companies compared with 
Banking Institutions, 1068. 

since accepted as collateral to a loan, 
068. 

Favours entire prohibition of rebating, 
by legislation, 1068. 


McCartuy, Leighton, M.P., raises objec-~ 
tions to witness answering, 1111. 


Morrow, Mr.— 


Respecting Sao Paulo bonds, 1032. 

Underwriting of Sao Paulo bonds, 1032. 

Guarantors to the further issue of Sao 
Paulo bonds, 1033. 

Redemption of the issue of Sao Paulo 
bonds, 1033. 

Canada Life purchaser of second issue of 
Sao Paulo bonds, 1033. 


NeEsBiTT, Wallace, applies to present an 
oral argument, 1098. 


SANDERSON, Frank— 
Examined by MR. SHEPLEY. 


Official connection, 1069. 

Qualification as an actuary, 1069. 

Basis of reserves from inception of Com- 
pany, 1069. 

Stoppage of the annual divisions of pro- 
fits, 1069. 

Beginning of quinquennial system, 1069. 

Traces of gradual strengthening of the 
reserves, 1070. 

Insurance Department valued _ poiicies, 
ORs 

Extracts from President’s addresses on 
the rates of interest, 1072. 

Opinions obtained of eminent actuaries, 
1072. 

Statement of facts upon which the opin- 
ions were based, 1073. 

On the change of the basis of reserves, 
1073. 
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Opinions of eminent actuaries filed, 1074. 

Amounts set aside to effect the change of 
basis of reserve, 1074. 

Premiums for new business increased to 
meet the change of reserve, 1074. 

Amount required to change the basis of 
reserve, 1075. 

Change of basis of reserve voluntary, 1077. 

Method adopted by Standard Life in 
changing their reserve, 1077. 

Disapproves of the policy of gradually 
strengthening the reserves, 1078. 

Questions arising on the opinions of emi- 
nent actuaries, 1079. 

Best actuarial advice and best English 
practices were opposed to the gradual 
changing of the basis of reserve, 1080. 

Effect of the shareholders passing the 
bonus, 1081. 

een basis of the British companies, 
081. 
re Hand-in-Hand, 1081. 

Standard Life passes bonus, 1082. 


Characterizes as fallacious the statement 
of a previous witness as to the basis 
of reserves in England, 1082. 

System of loading in different policies ex- 
plained, 1083. 

Profit and loss statement defined, 1023. 

Gains on estimated death losses, 1084. 


Arriving at expense of first year’s busi- 
ness, ; 

Expenses borne by branch agencies, 1084. 

Expenses, how apportioned between old 
and new business, 1085. . 

Increased expense due to expansion of new 
business, 1086. : 

Defines a normal increase of business, 
1086. 

Ratio of expense to loading, 1087. 
re Traveller’s Life, 1087. 

Loading depleted to meet alteration in 
the reserve, 1087. 

Policies not valued on the same rate of 
interest as the premiums are calculated 
upon, 1088. : 

Difference between the expected mortality 
and the actual death losses, 1088. 

Mortality re Minnesota reports, 1089. 


Business of Canada Life confined to north- 
ern countries, 1089. 

Percentage of expenses to loadings, 1090. 

Gains on annuities just the reverse of 
gains on mortality, 1090. 

Profit and loss statement explained, 1090. 

Chart produced and explained, 1091. 


Analysis of profits on securities, 1091. 

Loss on investment Quebec 3 per cent. 
stock, 1092. 

Analysis of increase in market values of 
securities over book values, 1092. 

Release of reserves from surrendered and 
lapsed policies, 1093. { 

Ratio of expense to new business, 1094. 

Profit and loss statement for 1905 filed, 
1094. 

Securities sold realizing a profit, 1094. 

Profits on sub-underwriting bonds, 1095. 

Losses made on securities, 1095. 

Writing-up of securities, 1096. hws 

Amounts written off prior to realizing on 
investments, 1096. 

Losses on mortgage loans, 1096. 

Amounts subsequently recovered, 1097. 

Profit and loss ranging over a long period 
of years, 1097. ; 

Change of method in computing profits on 
endowment policies, 1098. 

Statement of interest and rents received 
by the Canada Life filed, 1100. 

Statement of profits filed, 1100. 

Annual, then quinquennial distribution of 
profits, 1100. i 

Profits to nonparticipating policyholders 
go to participating policyholders, 1100. 


Division of profits in certain propert'‘es be- 
pee policyholders and shareholders, 

Bonus additions, how declared, 1101. 

Watt, 1100. 

Surplus employed in strengthening re- 
serves, 1101. 

Rapid strengthening of reserves, 1101. 

Quinquennial distribution of profits favy- 
oured, 1102. 

Mie of division for broken periods, 

ute of annual dividends on surpluses, 

Change of method in distributing profits 
in tontine policies, 1104. 

Adoption of tontine system re Canada 
Life, 1104. 

Adoption by other companies of the ton- 
tine system while they had the quin- 
quennial, 1104. 

Pamphlet explaining deferred dividend 
system filed, 1105. 

me compared with actual results, 


Adjustment of reserve between Whole Life 
and Paid life policies, 1106. 

Lapsed policies, how dealt with, 1107. 

eprops to charitable institutions, 


Legislation refused in early charter for 
ae formation of a Mutual Company, 


Defence of the quinauennial system over 
eee annual, in the distribution of profits, 
Propriety of employing foreign actuaries, 


No consulting actuaries in Canada, 1109. 


Examined by Mr, HELLMUTH. 


Difference between loading and actual ex- 
penses, 1110. 

Profits taken to meet the expense of new 
business, 1111. 

Interpretation of division of profits, un- 
der charter powers, 1111. 

Directors determine what proportion of 
profits are to be distributed, 1113. 

Profits a matter of actuarial opinion, 1113. 

Legal opinion of Canada Life on parti- 
tion of profits filed, 1114. 

Volume of new English business, 1114. 

Expense of new business, how paid, 1114. 

eeu ene policies, release of reserve, 

SAT ea paid on surrendered policies, 

Effect of the strengthening of the reserve 
on future profits, 1117. 

gross of the rate of interest to declins, 

Average rates of interest earned, 1120. 

eer of semi-tontine policies issued, 

Percentage of loading required on the 
non-participating policies, 1122. 

Ratio of expense to loading, 1122. 

Comparison of benefits between non-par- 
Pee dap and participating policies, 

5. 

Canada Life encouraged legislation for 
strengthening the reserves, 1126. 

Sun Life opposed the legislation, 1126. 

Imperial view of a legal reserve, 1127. 

What constitutes solvency in life insur- 
ance, 1127. 

Canada Life supported legislation on 
changing the basis of reserve, to promote 
sound life insurance principles, 1128. 

Mortality rate of Canada compared with 
that of Britain, 1128. 

Reasons which influence U. 8. Companies 
to do.business in Canada, 1128. 

Canada, a low mortality rate, 1128. 

Advantages of a strong reserve, 1129. 

Investment features of insurance, 1131. 
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SANDERSON, Frank—Concluded. HACKETT, Michael Felix— 


Examined by MR. SHEPLEY. 


Explanation of the Select and Ultimate 
Table, 1132. 

Method to cure excessive first cost, 1132. 

Value of re-insurance discussed, 1133. 

Mae aaa on volume of new business, 


De aot settlement of Canada Life filed, 


Statement of amount of insurance issued, 
lapsed and not taken filed, 1135. 

Lapsed policy re Plummer, 1135. 

Notice to revive policy filed, 1136. 

Surrénder policy re Keenan Case, 1136. 

Surrender policy re Cockburn Case, 1136. 

Surrender policy re Leclare Case, 1136. 

Supplementary statement shewing  pro- 
portion of distribution between share- 
holder and policyholder, 1137. 

Answers inquiries relating to the Minne- 
sota State Reports, 1042. 

Surplus earnings appropriated, 1061. 


Watts, Mr., answers certain enquiries re- 
lating to loans, 1034. 

Loan on Metropolitan Bank Stock, 1035. 

Loan on Sao Paulo Stock, 1035. 

Release obtained at end of the year, 1035. 

Transactions between the Dominion Se- 
eae Company and the Canada Life, 

ea to be made on purchase of bonds, 


Bonds a safer form of investment, 1040. 
Rents and interest received, 1100. 


CARRIF. William H. See Evidence of H. P. 


Evans, of the Union Life, 535-610, 677-682. 


OATHOLIC MUTUAL BENEFIT ASSOCIATION. 


BEHAN, John J.— 
Examined by Mr. Tiley. 


Official connection defined, 1864. 
Special legislation for Sick Benefit Fund, 


Disapproves of grouping ages. prefers 
grading year by year in fixing rates, 


Favors reducing the age at entrance, 1266. 

Distinction drawn between straight line 
companies and fraternal associations as 
to accumulation of funds, 1866 

Approves of legislation fixing a minimum 
tariff of rates, 1867. 

2 yah and expenses paid to organizers, 
868. 

Bonus allowed to members obtaining new 
members, 1868. 

No rebates allowed on initiation fee, 1869. 

Increases in membership, 1€69. 

Statement of increases filed, 1869. 

Candidate pays full medical fee, 1869. 

Increased expenses, how caused, 1870. 

Form of policv filed. 1871. 

Efforts made to prevent members from 
lapsing, 1871. 

Newspaper of the Association furnish free 
to the membership, 1871. 

Schedule of rates charged in sickness in- 
surance filed, ale 

ee of representation in the convention, 
ele 

No voting by proxy, 1871. 


Examined by Mr. Gbary. 
peep he in obtaining new members, 


Considerations that induce increase of 
membership, 1872. 
Rates not fixed hy competition, 1873. 
ct ae paid out of the general funds, 
Hoe 


Examined by Mr. T1ILueyY. 


Official rank defined, 1850. 

Meetings of the Conventions, 1851. 

Financial statement presented at the 
Thirteenth convention filed, 1851. 

Separation from the American Conven- 
tion, 1851. 

Motives for separation, 1851. 

Acts of Incorporation—copy of sonstitu- 
tion and By-laws filed, 1851. 

First incorporation by Ontario Legisla- 
ture, afterwards by Dominion Act, 1851. 

Insurance, the chief object of the Asso- 
ciation, 1851. 

Advantages of obtaining a Dominion Act, 
1852. 

Different funds of the association detail- 
ed, 1853. 

Per capita tax to pay expenses, 1853. 

Assessments to pay death eclaims, 1853. 

Limitation in number of assessments, 1853. 

Changes in method of levy, 1853. 

United States decision adverse to power 
of raising of rates, 1853. 

No litigation in Canadian Courts defining 
power to increase rates, 1854. 

eg a graded in groups of ages, 
1854. 
Average number of assessments in each 
year, d 
Conditions which induced obtaining act- 
uarial advice, 1855. 

Report of Mr. Landis on rates filed, 1855. 

Death loss compared with various Tables, 
1855. 

Medical examinationsin all cases, 1855. 

No distinction made in the class of risks, 
1856. 

Volume of lansed members, 1856. 

Average duration of membership in laps- 
ed members, 1856. 

No compensation to lapsed members, 1°56. 

Rate of interest earned on funds, 1856. 

All funds on deposit at the Banks, 1857. 

Reasons for not making investments in 
securities, 1857. 

Average age of members, 1858. 

Approve of legislation increasing the 
safety of the insured, 1859. 

Analysis of the Landis Report, 1859. 

Expenses of General Convention, how 
paid, 1860. 

Loan from Beneficiary Fund, 1861. 

Power to increase per capita tax,—for 
expenses, 1861. 

Expenses of convention not repaid to the 
Beneficiary Funds, reagzons, 1862. 

Reserve Fund intact and inviolate, 1862. 

Percentage of assessment carried to Re- 
serve Fund, 1862. 

Conditions under which Reserve Fund can 
be used, 1862. 

Restrictions on obtaining monies from 
the Reserve Fund, 1862. 

Auditors appointed by the convention, 
1863. 

Fees paid to auditors, 1863. 


CENTRAL LIFE INSURANCE COMPANY of CANADA, 


CRAWFORD, Thomas, M.P.P.— 


Examined by Mr. Tiny. 


Official connection outlined, 1636. 
Appointment of the Solicitor, 1637. 

History of its organization. 1637. 

Copy of Letters Patent filed, 1638. 

Prospectus filed, 1638. 

Extent of imvairment of capital, 1639. 

Notes treated as cash, 

Illness of General Manager largely resnon- 
sible for impairment of capital, 1639. 

eee employed of obtaining proxies, 
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CRAWFORD, Thomas, M.P.P.—Concluded. SPENCE, John M.—Concluded. 


List of stockholders, number of shares 
and proxies held by each, 1642. 

Resolution to reduce the number of Di- 
rectors, 1642. 

Conditions upon which the President would 
retain office, 1643. 

Contro. vested in General Manager, 1644. 

Commission allowed on personal policy of 
President, 1645. 

Commission allowed all Directors: taking 
insurance, 1645. 

Securities deposited with the Ontario Gov- 
ernment, 1645. 

Connection with Provincial Building and 
Loan Society related, 1645. 

ae caine to President without security, 


SPENCE, John M.— 
Examined by Mr. Titiey. 


Historical narrative of the promotion of 
the company. 1650. 

Expense of selling stock, 1651. 

Calls made on stock, 1651. 

Bonuses and commission to agents for 
selling, 1651. ‘ 

Directors purchase stock at par, 1651. 

Loan from Bank to complete deposit, 1652. 

Amount of organization expenses, 1652. 

Hegre yu Oe to engage Managing Director, 

Disagreement with Solicitor detailed, 1655. 

Proxies obtained without solicitation, 1656. 

Suggestion made to retire as manager in- 
volved losing control, 1657. 

area shown for maintaining control, 

Reasons for a Director resigning from the 
Board, 1658. 

Efforts made to dethrone the Managing 
Director, 1659. 


TET Oey in the Minutes pojated out, 


Resolutions to make a deduction from 
salary of Managing Director, 1661. 

Terms of contract for salary, 1661. 

Auditors, their appointment and duties 

Loan to President explained. 1662. 

Personal transactions with funds of the 
Centra] Life, 1664. 

Ontario Government refuse permission to 
invest in certain unauthorized securi- 
ties, 1665. 

Extent to which the Board were informed 
about investments, 1666. 

Calls made to make deposit to Dominion 
Government, 1667. 

Underwriting stock for the purpose of 
selling again, 1669. 

Cancellation of stock, 1669. 

Understanding of non-liability on allot- 
ment of stock, 1672. 

epee to cancel allotment of stock, 


Copies of ledger accounts to be produced 
and filed, 1676. 

Revenues and expenditures compared to 
shew an’ impairment of capital, 1676. 

Advances ‘to agents a bad asset, 1676. 

Outstanding yremiums, how valued. 1677. 

Lapse rate durine the existence of the 
Central Life. 1677. 

Comparison of statemert filed with the 
Government Return, 1678. 

Profit and loss account not kept. 1679. 

Expenses absorb all premium income and 
interest, 1679. 

All agents on commission, 1679. 

Purchase price of investments, 1679. 

Classes of assets to be written off, 1680. 
Increase in the rate of impairment, 1680. 

Voume of business on the books, 1680. 

Cost of first year’s business, 1681. 

Estimtes of other comnanies used, 1622. 

Necessity for having good estimates, 1682. 


Proof of death copied largely from other 
companies, 1682. 

Commissions paid to agents, 1683. 

Instructions given to agents as to the 
form of policy to write, 1683. 

epee) ten year term policy . preferred, 
Ges: 


Procedure to compel payment of overdue 
premiums, 1683. 

Payments on stock by note treated as 
cash, 1684. 

Percentage of loading on different forms 
of policies, 1684. 

Uniform system of loading for expenses, 
1685. 


CHRISTIE, Mr. See ‘Policyholders’ Associa- 
tion,” 3166-3174. 


COMMERCIAL TRAVELLERS’ MUTUAL BENEFIT ASSO- 
CIATION. 


FIELDING, Edward— 


Examined hy Mr. TILLEY. 


Explains the methods employed in fixing 
higher rates, 1846. 

Healthy male tables of Great Britain not 
suited to modern conditions, 1846. - 

Present rates sufficiently high to be safe, 
1847 


Income of Commercial Travellers compar- 
ed to sister Associations, 1848. 

Defence of the Association’s plan in ad- 
justing the increased rates, 1848. , 

Average expense account compared with 
similar Associations, 1849. 

Questions the value of med'cal examina- 
tions, 1849. 

Objects of the Commercial Travellers’ 
Associations, 1849. 

Working under Dominion Act, 1849. 

Wo Fa eas license under Dominion Act, 
1849. 

Do not make returns to Government, 1849. 

Mutual Benefit Association originally con- 
fined to Commercial Travellers, 1850. 


RowLeEy, Miss, Premium rates, 1834. 
TAYLOR, Joseph— 
Examined by Mr. TILLEY. 


Official connection defined, 1817. 

Incorporated first under Ontario Act, 1818. 

Objects of the society, 1818. 
Commissions paid for obtaining new 
members, i818. 

Salaries paid to officers, 1818. 

Classes of persons insured, 1819. 

Originally medical examination was not 
required, 1819. 

Change made requiring medical examina- 
tion, 1819. 

Form of policy filed. 1820. : 
Liability to pay conditioned upon avail- 
able funds, 1820. 

Deficiency to be met by special assess- 
ments, 1820. 

Sanction of members a condition prece- 
dent to raising the rates, 1820. 


Recalled and examined by MR. TILLEY. 


Investments always in debentures and 
Mortgages, 1832. d 
yee to Trustee on mortgage security, 
Average rate of interest earned on in- 
vestments, 1833. 

Rate of assessments charged, 1833. 

Cer ‘feate of membership filed, 1833. 

set ae made in the rates of assessment, 
1834. 

Powers of trustees to make extra assess- 
ments, 1834. : 
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JOSEPH TAYLoR—Concluded. MACDONALD, John K.—Continued. 


Mortality rate increased because of the 
lack of new business, 1834. 

Re-organization resulted in increased busi- 
ness, 1835. 

New forms introduced, 1835. 

Rates raised due to actuarial experience, 
iltsteloy, 

Increase of rates to be agreed on at an 
annual meeting, 1836. 

Dr. Elliott’s report filed, 1836. 

Fe s paid for medical examination, 1837. 

Fees paid for reviewing medical examina- 
t.ons, 1837. 

Treatment accorded to unsuccessful ap- 
plicants, 1838. - 

No record kept of those who failed to 
pass the medical examination, 1838. 
Number of applicants refused by medical 

referee, 1838. 
Only certain doubtful applications refer- 
red to medical referee, 1838. 
Report of Actuary Pipe filed. 1839. 
Schedule of raised rates filed, 1839. 
Increase of rates was made to apply to 
old members, 1840. 
Re Ancient Order of Foresters. 1840. 
mere of the Hunter rates discussed, 


Comparative scale of rates filed, 1841. 

W C. Macdonald report filed, 1841. 

Protest against the filing of the Macdon- 
ald report, 1842. 

Statement of lapses filed, 1842. 

Increase in lapses due to change of rates 
and special assessments, 1842. 

Limiting the amount of insurance, 1843. 

Government aid invoked to assist the As- 
soc‘ation in carrying out its plans con- 
sequent on increase of its rates, 1843. 

Income and expenditure extending over a 
series of years, 1844. 

Assessments sometimes used to pay ex- 
penses, taken in ignorance. 1844. 

Interest on investments put into expense 
account, 1844. 

Latterly interest on investments put into 
mortuary fund, 1844. 

Reserve assessments in addition to special 
assessments, 1844. 

ec received and experses ccmpared, 

Privilege of obtaining a list of Members 
has been refused, 1845. 

Members permitted to vote hy mail. 1845. 

ot aavaede permitted to examine the books, 

ee not extravagantly remunerated, 


- CONFEDERATION LirE ASSOCIATION. 


MACDONALD, John K.— 
Examined by Mr. SHEPIEY. 


Official connection with Confederation 
Life defined, 838. 

Method of voting by proxy. 838. 

Capital stock of Confederation Life, 839. 

Stockholders related to witness. 839. 

Composition of the stockholders, 839. 

Shares held in trust, 841. 

Transf>r of shares refused. 841. 

Instance of overholding of stock. 841. 

Foreign business of Confederation Life, 
842. 

Teposits made in foreign countries. 842. 

Foreign investments in mortgages, 842. 

Authority for foreign investments, 843. 

yas to deposit carries right to invest, 
843. 

Proceedings at annual meeting. 844. 

Call loans to brokers and others, 844. 

Toans on unauthorized securities, 845. 

Tiooans made on Manufrs. Life stock, 245. 

Securities held on account of loans, 846. 


pane stock unauthorized security, 

Loans paid off at end of year and renew- 
ed early in the next year, 847. 

Loans made on security of industrial 
stocks, 847. 

Direction of Board not required t> author- 
ize investments, 848. 

Personal responsibility of borrower not 
considered in accepting securities, 848. 

Po rs t») ivvest in absence of Managing 
Director, 848. 

EOC Res against loaning to officers, 

Advances made to actuary, 849. 

Purchases of securities, 849. 

Class of purchases in early years, 849. 

Class of purchases in late years, 850. 

Class of sales of securities, 853. 

Class of sales of Stocks and Bonds, 853. 

Purchase of Stocks, 853. 

Profits made on investments, 854. 

Authority to purchase Mexican Gold 
Bonds, 854. 

Brokers account of Bond purchases, @55. 

Instructions to purchase Consumers Gas 
Stock, 856. 

Sae of Calgary & Edmonton Land Bonds, 
857. 

Securities held as collateral. 858. 

mecenier of MacKay’s stock preferred, 
859. 

Balance due brokers, 859. 

Purchase of Winnipeg Electric Bonds, 859. 
Reasons for omitting to make returns to 
Government of certain securities. 860. 

Slight loss on sale of securities. 861. 

Exchange of cheques between brokers and 
Association, €61. 

roe ie of land of Head Office Building, 
863. 

Extent of purchase defined, B63. 

Cost of Head Office Building. 864. 

Repairs and changes to building, 864. 

Repairs and changes, how charged. 864. 

Charges to capital and income differen- 
tiate, 865. 

Wri ing-un of value of real estate, 865. 

Writing-off in the accounts, 865. 

Government return of value of real es- 
tate, 866. 

Charging rent for Head Office premises 
approved, 866. 

Furchase of building in Winnipeg for of- 
fice purposes, 867. 

Dealings in bonus stocks, 867. 

Accompanying Toronto Hotel Bonds. 867. 

Sale of Commercial Cable Bonds, 867. | 

Opinion expressed that a more extensive 
field for investments should be legaliz- 
ed, 867. 

Government should be less paternal, 868. 

Insurance Department unsympathetic, 868. 

Certain legislative amendments suggested 
respecting investments, 868. 

Superintendent of Insurance should sug: 
gest changes, 868. 

Mode of inspection described, 869. 

Superintendent of Insurance causes valua- 
tion to be made of Head Office Build- 
ing, &69. 

Policvholders yoting at meetings, 870. 

Approve of participating policyholders 
having a right to vote. 

Disapproval of policyholders voting by 
proxy, 870. 

Profits paid to participating policyhold- 
ers. 871. 

Volume of participating business, 871. 

Profits of shareholders, 871. 


Examined by Mr. HELLMUTH. - 


Earnings on investments, 872. 

Opposed to reduction of rate of interest 
on reserves. 872. 

Renresentations made before the Banking 
& Commerce Committee, 872 
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CONFEDERATION Lire—Continued. 
MACDONALD, William C.—Continued. 


CONFEDERATION LiFE—Continued. Ri a 
MACDONALD, John K.—Concluded. 


Increasing cost of new business, 873. 
Reasons for lowering rate of interest on 
reserves, : 

amok Ye not sufficient to cover expenses, 

Increasing rates of insurance, reasons 
for, 875: 

Observations on the deferred dividend 
plan, 875. 


MACDONALD, William C.— 
Examined by Mr. SHBPLEY. 


Offcial connection narrated, 828. 
Acts of incorporation, 828. 

Provisions of the original Act, 828. 
Amendments to the original Act, 828. 
Status of shareholders, 828. » 

Rights of policyholders, 828. 
Representation on Board of Directors, 828. 
Composition of Board of Directors, 828. 
nee not necessarily a shareholder, 


Policyholders not permitted to vote by 
proxy, 829. 

ane of : pr ESE polieyholders, 829. 
lvision of profits to partici ing’, icy- 
holders, 830. 3 eae 

Adoption of non-forfeiting policy, 831. 

Tre ee of automatic paid up insurance, 


Retroactive measures contemplated with 
respect to lapsed policies, 831. 
Statutory powers as to foreign invest- 
Se: ; 831. a 
o director or officer to borr 
funds, 832. Y Meee 
Except on policies, 832. 
pat nbtare’/ advances to officers, 832.. ¢ 
atutory powers as to h i eRe 
tate, 652. olding real eg 
Limitations of stockholders, 832. 
Meaning of holding in trust, 832. 
Ho dings in excess of Btatute, 833. 
Appointment of various Committees. 833. 
By-laws of the Association filed, 834. 
Duties of officers recited, 834. 
No power to make stock loans, 834. 
Balaries and bonuses paid to officers: at 
different epochs, 835. 
Salaries and bonuses, how authorized, 835. 
Payment of Directors’ fees, 836. 
Amounts paid as allowances, other than 
Directors’ fees, 836. 
Twenty year Gold Bond policy, 837. 
Reasons for issuing same, 838. 


MACDONALD, William O.—Exami i - 
tinued, oe ination ‘¢on 
rofit and loss statement explained:. 876. 

eo methods of loading for first semen 


Eeeeenteess vary in different policies, 


Outline of percentages and constants, 877. 

Tables used for establishing the rate, 877. 

Or cae ae aeons the loadings, 878. 
jection to the use of the word “ o 
fits,” 878. : oe ia 

Sources for paying expenses, 879. 

Methods for equalizing losses, 880. 

Surrendered or lapsed policies, how ap- 
praised, 881. 

Savings in mortality, how disposed of, 881. 

Cost of obtaining business, 882. 

Income apart from premiums, 882. 


Increase and decrease in value of market- . 


able securities, 283. 
Release of reserve on surrenders and 
lapses, 883. 
Analysis of profits and losses, 884. 
Status of old policyholders considered, 884. 
Commissions paid on year’s business, 885. 
Methods of remunerating agents, 885. 
Increase of commissions on first year’s 
business, 885. 
Decrease of commissions on renewal busi- 
ness, 885. & 


Reasons for increase of expense, 886. 

Rebating to be checked by co-operation, 
886. 

Preference for salaried agents, 887. 

Prohibitive laws against rebating found 
to be ineffective, 887. 

No estimates furnished to agents, 887. 

Quinquennial distribution of profits, 887. 

Methods of distributing profits to policy- 
holders, 887. 

Profits on non-participating policyholders 
put to credit of shareholders’ account, 
888. 

Profits, how ascertained, 888. 

Quinquennial periods apply to each indi- 
vidual participating policy, 890. 

my eeee of dividends to shareholders, 

Contingent fund, its purposes, 890. 

Contingent fund, its abolition, 890. 

Distribution of policies on deferred divi- 
dend method, 891. 

Method of distributing profits on lapsed 
policies, 891. 

Profits on lapsed policies enure to benefit 
of persistent policyholders, 891. 

Illustration of the computation of divi- 
dends filed, 893. 

Principle of the eontribution plan ex- 
plained, 893. 

Savings from mortality applied to pay- 
ment of expenses, 894. 

Modes of assessing expenses, 894. 

pasty ee issued by Confederation Life, 

Except for one plan, 895. 

Depression in trade tended to lessen pro- 
fits, 896. 

Influence of Government tax on profits 
to policyholders, 896. 

Principle of income tax in Canada con- 
trasted with that of Great Britain, 897. 

Tax imposed on premium income, 897. 

alee compared with dividends paid, 

Statement of comparison and actual re- 
sult with present estimates filed, 899. 

Higher percentage of persistent policy- 
holders, 899. 

Business obtained by salaried agents more 
persistent, 899. 

Percentage of policies lapsing in first year, 
900. 

Percentage of policies lapsing over aterm 
of years, 900 

Persistence of policies of different classes, 
900. 

Greater persistence in endowment  poli- 
cies, 901. 

Philosophy of life insurance, 902. 

Speculative forms of insurance tend to - 
accumulation of funds, 902. 

Dividends on accumulation policies. 903. 

Percentage of not taken policies, 903. 

Proofs required on part of claimant at 
time of death claim, 904. 

Policies, when indisputable, 904. d 
Measures adopted on change of basis of 
reserve, 904. : 
Effects on policyholders of a change in 

the basis of reserve, 905. 

Effects on the solvency of the Company on 
a change of the basis*of reserve, 905. 
Losses incurred on mortgage investments, 

906 


Rates of interest on different classes of 
investments, 907. ‘ 

Opinion of Minister of Finance on classi- 
fication of securities, 908. E 

Contributions to charitable institutions, 
909 


Contributions to patriotic institutions, 909. 

Borrowers not compelled to become policy- 
holders, 910. 

Distribution of profits every year not ob- 
jectionable, 910. ir 

Unwise legislation to compel aunual divi- 
dends, 910. 
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CONFEDERATION LIFE—Concluded. 
MACDONALD, William C,—Concluded. 


CONFEDERATION LIFE—Continued. 
MACDONALD, William C.—Continued. 


Disappointment attending frequent distri- 
butions, 911. 

No annual dividend policies issued. 911. 

Issue of annual dividends favoured, 911. 

ee to an interim annual dividend, 


Labor involved in an annual dividend 
system, 912. 

Instances of Insurance Companies furnish- 
ing annual statements of profits, 912. 

Loan agreement on policies, 913. 


Examined by Mr. KENT. 


Procedure in cases of default in payment 
of interest, 913. 

Procedure in cases of failure to apply for 
paid-up policy, oePES 

A:ways favoured automatic paid-up insur- 
ance, 914. 

Intention to make it retroactive, 914. 

Loan agreement filed, 914. 

Government insurance as compared with 
Companies, 914. 
re New Zealand Govt. Insurance, 915. 
re Austrilian Mutual Life, 915. 

Defence of the Company system, 916. 

Government insurance questionable re- 
sults, 916. 

Post Office Insurance in England, 916. 

People wil! not insure voluntarily, 916. 


Examined by Mr. SHEPLEY. 


Alleged misleading features of an annuity 
policy discussed, 917. 

Election of certain options, 918. 

Representations of Winnipeg agent, 918. 

Policy and notice of options filed, 921. 


Examined by Mr. HELiMvru. 


Loadings on all-life policies, 921. 

Tables adopted by all Canadian Life 
Companies, 921. 

Expense ratio to premium income, 923. 

Illustration of results in a twenty year 
dividend policy, 925. 

Decided improvement in earnings, 926. 

ieee ation of a ten year payment policy, 


Statement of profits paid to policyholders 
and profits paid to shareholders. 927. 
Effeet of the paid-up eapital on the gol- 
vency of the Company, 928. 

Beneficial to policyholders, 928: 

Cash surplus over liabilities. 929. 

Mutualization of Capital Stock Companies 
not favoured, 929. 

Dividends paid to stockholders. 929. 

Directors who are not stockholders, 930. 

ae paid since inception of Company, 

Percentage of profits paid, 930. 

No rebates allowed at Head Office, 931. 

Bonuses paid to agents, 931. 

Volume of Government insurance in New 
Zealand, 931. 

Volume of business in Australian Mutual 
Life, 932. y 

Percentage of expense ratio to income in 
New Zealand Government Insurance and 
Australian Mutual Life, 932. 

Agents necessary in conduct of successful 
insurance business, 932. 

Saar by which to measure expenses, 

Volume of endowment business of Con- 
federation Life, 933. 

Tests by which to measure expenses, 933. 

Bee of Government insurance on rates, 

Expense ratio to first year’s business, 934. 

Length of time required to recover on 
different forms of policies, 934. 

Congested condition of Life Insurance in 
Canada, 936. 

Beneficial effect of a close season, 936. 


Examined by Mr. KENT. 


Statement of payments to stockholders 
and policyholders filed, 937. 


Re-called and examined by Mr. Hellmuth 
and Commissioners, 958. 

Corrects previous statements relating to 
nce Pee Insurance in New Zealand, 


Correction in describing premiums on 
policies, 958. 

Review of previous evidence in respect of 
the expense ratio to income in the New 
Zealand Companies, 959. 

Agents employed in New Zealand Govern- 
ment Insurance, 959. 

Expense of New Zealand Government In- 
surance to secure new business, 960. 


CONTINENTAL LIFE Insurance Company. 


FULLER, Charles A.— 


Examined by Mr. TILLEY. 


Confirms statements respecting Atlas Loan 
debentures, 1399. 

Dennes official connection, 1399. 

Drafted release of Continental Life from 
agreement relating to commissions on 
premiums, 13599 


FuLuer, Mr., Estimates of profits, 1437. 


Somers, Gabriel T.— 


Examined by Mr. TILLEY. 


Official connection, 1401. - 

Arrangement of the purchase of the Atlas 
Loan Debentures discussed, 1402. : 
Comments on the two agrements relating 

to the Atlas Loan Bonds, 1404. 

Renewal note of Directors filed, 1404. 

Dividend paid on Atlas Loan Bonds, 1407. 

Purchase of Calgary debentures by the 
Ontario Securities Company, 1410. 

Securities purchased by the Ontario Se- 
curities Company, 1411. : 

Expenses of purchasing agent paid by the 
Continental Life, 1413. 

Explanation of the Atlas Loan Debenture 
transaction, 1415. 

Financial transactions between the Con- 
tinental Life and Ontario Securities 
Company, 1416. 

Statement of these transactions filed, 1416. 
Call loan made by Continental Life to 
Ontario Securities Company, 1416. 
Purchase of real estate—Medical Building, 

1416. 
Sale of Continental Life Securities, VALTs 
Composition of Sterling Bank Directors, 


9. 
Controlling influence of Continental Life, 

1420. 
Organization of the Sterling Bank, 1421. 


Opening of accounts in the Bank of 
British North America, 1422. 


Somers, G. T. recalled and examined by Mr. 


Kent, 1445. \ 
Reasons for delay in making payment of 
the Atlas Loan debentures, 1445. 


Woops, George B.— 


Examined by Mr. TILLEY. 


Official connection defined, 1363. 

Amalgamation with the Farmers’ & Trad- 
ers’ Ins. Co., 1363. 

Historical outline of the Farmers’ & Trad- 
ers’ Ins. Coy., 1364. 

Incorporators of the Farmers’ & Traders’ 
Ins. Coy., : 
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CONTINENTAL LiFE—Concluded. 
SOMERS, Gabriel T.—Concluded. 


CONTINENTAL LiFF—Centinued. 
SomERS, Gabriel T.—Continued. 


Negotiators of the amalgamation, 1365. 
Incorporators of the Continental Life, 
1365. 

Premium and terms of issue of stock, 


List of stockholders of the Continental 
Life, 1366. 

Amounts paid promoting the Continental 
.Life, 1366. 

Commissions paid to directors on personal 
insurance policies, 1367. 

Directors who declined to take commis- 
sions, 1367. 

Commissions allowed to voluntary appli- 
cants, 13567. 

Instructions to agents forbidding rebates, 
P5676 

Refused to issue policy because rebate 
was asked, 1369. 

ieee companies most prone to rebating, 

Percentage of commissions given in re- 
bates, 13569. 

Pe aae dismissed for practising rebating, 
1 

Companies proposing amaleamation 1370. 

Reasons for amalgamation with Farmers’ 
& Traders’ Coy., 1370. 

Agreement for amalgamation, 1371. 

Transfer of stock of the Farmers’ & 
Traders’ Coy.. 1372. 

Securities transferred to the Continental 
Wife wero. 

Policies taken over from the Farmers’ & 
Traders’ by the Continental Life, 1374. 

Adjustment of old policies in view of the 
amalgamation, 1376. 

®Btatement showing Atlas loan Deben- 
tures, 1376. 

ae ora) in Atlas Loan Debentures, 

76. 

peste paid by the Atlas Loan Coy., 

Deposits made with Atlas Loan on bank 
stock as collateral security, 1378. 

ee eme for sale of Atlas Loan Bonds, 

Purchaser gnaranteed against loss, 1379. 

Policy issued premium paid Atlas Loan 
Bonds, 1381. 

peu account with Traders’ Bank filed, 

Salaries pdid to officers of Continental 
IMBMay wnlesehty 

Method of charging rebates, 1391. 

Estimated loss on Atlas T.oan Bonds, 1392. 

Directors to assume liability for loss on 
Atlas Loan Bonds, 1393. 

Reasons for increasing salary of General 
Manager, 1395. 

Charter to incorporate the Ontario Securi- 
ties Company filed, 1395. 

List of shareholders of the Ontario Securi- 
ties Company, 1395. 

Bonuses paid by the Ontario Securities 
Company, 1397. 

Dividends: paid to shareholders by the On- 
tario Securities Company, 1398. 

Release of Continental Life from certain 
agreement relating to commissions on 
premiums, 1398. 


Recalled and examined by Mr. TILLEY. 
Sale of Portage la Prairie debentures, 


ees purchase of Calgary debentures, 

oO. 

Monthly cash balances of Continental 
Life, 1429. 

Justifies purchase of Dauvhin debentures 
for Ontario Securities Company, 1429. 
Executive Committee of Ontario Securi- 
ties Company, 1430. 

fy eee off of Atlas Loan special deposit, 
1 f 

Propriety of real estate purchase défend- 
ed, 1430. 


Prospective profit from the purchase, 1431. 
Relations with the Merchants’ Life, 1431. 
Re-insuring Merchants’ Life policies, 1431. 
Commissions paid on old business, 1431. 


Resolution recognizing 30 days’ grace, 
1432. 

AERP: of facts in the Spayvin claim, 
1433. 

Paid claims which should not have been 
paid, 1434. 

weer with the Provincial Agency Coy., 
1434. 

Salaries and bonuses paid to agents, 1435. 

Opportunities given for rebating, 1435. 

Pea mee of lapses in Continental Life, 
1435 


Sale of alleged unauthorized securities, 
HAS 

Policyholders not entitled to vote, 1426. 

etre re Impairment of capital filed, 
436. 


miner eae of capital of Continental Life, 
36 


Estimates of the Continental Life, 1437. 

Comparison of estimates, 1437. 

Actuaries who prepared estimates, 1437. 

Policies contain automatic non- -forfeiture 
clauses, 1437. 

Policies exchanged from Farmers’ & Trad- 
ers’ Coy., 1437. 

Percentage of lapsed policies, 1438. 

Expense ratio to income, 1438. 

Cost of new business, 1438. 

Statement of surrender values filed, 1439. 

Sore Cok Life under Ontario Charter, 
1440. 

Death rate highest on term policies, 1440. 


‘ Participating and non-participating busi- 


ness not separated, 1440. 

Percentage of average loading, 1441. 

Reserves released from lapses and gur- 
renders, 1441. 

eda profit shown for Continental Life, 
1441. 


Prospectus issued on formation of Com- 
pany, 1441. 


Examined by MR. GBARY. 


Rebating principally due to large renewal 
commissions, 1441. 

Business chiefly in Ontario, 1442. 

Hear due to anxiety to get business, 


Commissions vaid for selling stock. 1443. 

Purchase of Sun & Hastings Bonds, 1444. 

Resolution not to purchase any more Loan 
Company debentures, 1444. 


Recalled and examined by MR. KENT. 


Life Insurance funds considered as Trust 
Funds, 1445. 

Dual position of acting for Continental 
Life and Ontario Securities Company 
justified, 1446. 

Atlas Loan agreement a _ questionable 
transaction, 1446. 

Extent of deception practised, 1447. 

Statement of the policies of the Mer- 
chants’ Life filed, 1447. 

Rehate given to policyholders of the Mer- 
chants’ Life, 1447. 

Reasons for giving preferential rates, 1448. 

Statement as to cash payments made re 
Farmers’ & Traders’ business filed. 1448. 

Agreement for amalgamation with Farm- 
ers’ & Traders’ Coy. filed, 1449. 


Cox, Hon. Geo. A. See “Canada Life,’ 937- 


1068. 


Cox, eee C. See “Life Underwriters,” 


CRAWFORD, Thos., M.P.P. See “Central Life,” 


1636-1647. 


INDEX. 3301 


Crown Lire Insurance Company. 


Hueues, Charles— 


Examined by Mr. TILLey. 


Connection and qualification defined, 1339. - 


Incorporation by Private Act. 1339. 

Incorporators of the Crown Life, 1340. 

CA te of the Charter of Incorporation, 
340. 

Policyholders not represented on Board 
of Directors, 1340. 

Stock issued at a premium, 1341. 

eee subscribed on the Instalment Plan, 

Advantages of the Instalment Plan, 1342. 

Stock paid for bv notes, 1342. 

Treated these notes as cash in the An- 
nual return, 1342. 

Company endorser on notes, 1343. 

Different plans of insurance not separated 
in the Books, 1343. 

AAs ean of non-participating business, 
Hiecher commissions paid for particinating 
than non-participating business, 1344. 

All agents paid by commissions, 1344. 

Advances to agents not recoverable, 1344. 

Advances to agents carried forward as 
an asset, 1345. 

cere written off, of advances to agents, 

Efforts made to prevent lapses, 1346. 

eee disputable from date of issue, 


Disapproves of giving policyholders right 
of voting, 1347. 

Reasons for such disapproval, 1347. 

Evils of proxy voting, 1347. 

Incorporation Act permits granting right 
of policyholders to vote. 1347. 

fection for insuring women. 1348. 

Expense and labour involved in keeping 
separate accounts of the different sys- 
tems, 1348. 

Disclaims intention of keeping accounts 
of separate policies in future, 1348. 
Ohiection to shewing profits on deferred 

dividend policies, 1349. 
Fees paid to Directors, 1349. 
eer Incorporation and By-laws filed. 
Tist of Board of Directors, 1349, 
Commissions allowed on policies taken bv 
oO ia ae of the Board of Directors, 
Commissions paid to officials on getting 
insurance risks, 1350. 
Percentage of commissions allowed, 1350. 
ats of agencies not allowed commissions, 
Cases of allowance for rebates, 1351. 
Bat arrangement with President, 


Pp recurs paid under that arrangement, 

351. 

Duties of the President, 1352. 

Salary paid to General Manager. 1352. 

Salary paid to Medical Director. 1352. 

Scheme of honusing agents, 1353. 

Claim pavers of Davidson case filed. 1354. 

Fstimated profits in Crown Life, 1355. 

As compared with Canada MNife, 1355. 

peepee of issuing estimates questioned, 
isto 

Estimates issued too high, 1355. 

Policies issued with a lien, 1356. 

Circular re stock subscriptions filed, 1356. 

Inaccuracy of statements in circular ad- 
mitted, 1356. 

Percentage of not takén policies. 1357. 

Substitution of an insurance risk. 1357. 

Percentage of endowment insurance com- 
pared with other classes. 1357. 

Percentage of commissions on new busi- 
ness, 1358. 

Percentage of renewal commissions. 1358. 

Toss and Gain statement filed, 1358. 

ere, of interest earned on investments 
359, 


CROWN LIFE—Concluded. 
HuGHES, Charles—Concluded. 


Writing-up of value of securities, 1359. 

Difference between Company and Govern- 
ment returns, 1359. 

BL at to a Gain and Loss statement, 

Extent of impairment of capital, 1360. 

Interest paid on loans on policies, 1360. 


Examined by Mr. Guary. 


Large eypense due to expansion of busi- 
ness, 1361. 

Investment features of insurance prefer- 
red to straight life, 1361. 


MARKS, Mr., number of directors, 1350. 


CurRRY. James Walter. See “Home Life,” 
2117-2120. 


DAVIDSON, John I. See ‘“‘Fores‘ers,” 2599-2610. 
DEXTER. David. See “Federal Life,’ 1782- 
1831. 


Diver. Frederick. See “Home Life,” 2113- 
9115. 


DOMINION Lire Insurance Company. 
HILLIARD, Thomas— 


Examined by Mr. TILLFY. 


Official duties as Manager and President 
defined, 1686. 

Prior connection with Temperance and 
General Life Ins. Coy., 1686. a 

Reasons for obtaining a Dominion license 
in preference to a Provincial, 1687. 

Drafting the Act of Incorporation, 1688. 

Consulted the Acts of other companies, 
1688. 

Act of Incorporation obtained, 1628.. 

Subscriptions for stock, how obtained, 
1689. 

Organization expenses, their extent, 1689. 
Amount of stock subscribed, 1690. 
Amount paid thereon, 1690. 

Qualification of Directors, 1690. 

No policyholder eligible, 1690. ‘ 

Voting of policyholders impracticable, 
1690. 

Constitution of .the Board of Directors, 
1693 


Examined by MB. GBARY. 


Fees paid to Directors, 1693. 

Names of Directors, and places of resi- 
dence, 1694. 

Concurred in broadening the powers of 
investment, 1694. é 

Purchase and sale of unauthorized se- 
curities. 1695. : 

Loan made to agents on security of real 
estate, 1696. 

Balances due by agents, 1697. 

Volume of loans on real estate, 1697. 


Examined by Mr. TILLEY. 


Commission paid on effecting loans, 1698." 
Average rate of interest earned on in- 
vestments, 1699. . 
Members of Investment Committee do not 
receive commissions on loans, 1700. 
Directors paid valuation fees, 1700. 
Nature of investments held, 1701. 
Accounts with each policy separated, 1702. 
Method of distributing profits, 1702. 
Dividends paid on stock, 1703. | 
Second issue of stock at a premium. 1703. 
Premium on stock, how applied, 1703. 
Slight impairment of capital in early 
ears, 1703. y 
Somebe, on stock relieved policyholders 
and strengthened reserve, 1703. : 
Seventeenth anniversary of the Companys 
existence, 1704. 
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DOMINION LirE—Continued. DOMINION LirE—Concluded. 


HILLIARD, Thomas—Continued. HILLIARD, Thomas—Concluded. 


Statement shewing amount of interest 
earned, 04. 

Statement to shew that premium on stock 
did effectually relieve policyholders from 
ae burden of strengthening the reserve, 

New issue of stock allotted pro rata to 
existing shareholders, 1706. 

Causes of the increased cost of obtaining 
new business, 1706. 

Extent of rebating in Dominion Life, 1706. 

Agents paid partly by salary and partly 
by commission, 1707. 

Instance of first year premium given a 
rebate, 1707. 

Uniform commission paid to agents for 
all kinds of business, 1709. 

Change to graded commissions, 1710. 

Relations between the agent and the in- 
sured, 1710 

Effect of the keen competition among com- 
panies for good agents, 1711. 

re American Life Companies, 1711. 

Directors practically in control of the 
stock, 

Interest paid on overdrafts, 1711. 

Reasons for having overdrafts, O72: 

Explanation of book-keeping entries, 1712. 

ae when policy becomes self-sustaining, 

1 


Policyholders permitted, on request, to 
examine his ledger account, 1713. 

Present requirements with respect to re- 
serves satisfactory, 1714. 

Restricting expenses by legislation im- 
practicable, 1714. 

Proportion of endowment business larger 
than whole life, 1715. 

Policies contested in cases of misrepre- 
sentation, 1716. 

Conditions on which policies are extended 
in cases of non-payment of premiums, 
17152 

Terms on which insured can resume pay- 
ment, 1716. 

Form of policy loan agreement filed, 1717. 

Copy of claim papers filed, -1717. 

Coy of profit and loss statement filed, 
717. 

BeuS of expense to first year’s premiums, 


Percentage of gain in expected mortality, 
1720 

Reasons for expecting a continued fav- 
ourable percentage of mortality, 1720. 

Reserves released by lapses and surren- 
ders, 1720. 

Right of ‘policyholders to vote would im- 
peril continuity of management, 1721. 

Argument in favour of continuity in man- 
agement, 1721. 

Considerations which entered into pre- 
paring the estimates, 1722. 

Conditions arose which Rees the es- 
timates being realized, 1722 

Loan to Ontario Mutual Life Ins. Co. 
without security, 1722. 


Examined by Mr. GEARY. 


pe of business written by agents, 

722 

Commission paid to agents, 1722. 

Anti-rebate legislation, what penalties 
should be imposed, 1724. 

Bape or class of men required as agents, 
1724. 

Effect of anti-rebate legislation on com- 
missions paid to agents, 1724. 

Bonuses paid to agents, 1725. 

Relation which bonusing bears towards 
rebating, 1725. 

Discontinued bonusing because it attract- 
ed undesirable business, 1725. 

Process of distributing profits as between 
Depes nese and shareholders explain- 
ed, 1726. : 


Complaints of insufficient profits more fre- 
quent from the women’s section, 1726. 

Abstainers’ section shows a slightly more 
favourable mortality than general sgec- 
tions, 1728. 

Person dying during a quinquennium does 
not get profits for the fraction of the 
period, 1728. 

Favors quinquennial distribution, 1728. 

Contract with agent where renewal com- 
missions are paid after agent has ceased 
to be the agent of the company, 1730. 

Moderate sized company can earn a bet- 
ter rate of interest on investments than 
a large company, 1730. 

Public opinion on the value of being in- 
sured in a large company, 1730. 

New insurance companies not a crying 
need in Canada, 1731. 

Statement of business done, filed, 1731. 


Du VERNET, Ernest EH. A. See ‘Foresters,’ 


2735-2743. 


HAR ae eg See “Union Life,’ 500- 
674. 


, 


EXxcgetsion Lire Insurance Company. 


FASKEN, David— 


Examined by Mr. TIL.ey. 
eee of the formation of the Company, 


re Protestant Life Ins. Coy., 1278. 

Incorporated by Letters Patent, 1278. 

Impairment ‘of capital may not affect the 
solvency of a company, 1280. 

Application of commuted commissions in 
discharge of expense liabilities, 1283. 

Calls on stock to prevent impairment of 
capital, 1284. 

Excelsior Life Coy. engages in industrial 
insurance, 1285, 

Disapproves of the policy of carrying on 
two kinds of insurance, 1285. 

Business extended over the whole Domin- 
ion, 1286. 

Holdings of stock, 1286. 

Policyholders no voting power, 1287. 

Precautions taken to avoid losing con- 
trol, 1289. 

Increases holdings of stock, 1289. 

rr of stock issued at a premium, 
290. 

Classes of investments of Excelsior Life, 

2 


Rate ‘of interest earned on investments, 
IAS 

Expense of procuring real estate mort- 
gages, 1295. 


MARSHALL, Hdwin— 


Examined by MR. TILLEY. 


Defines official connection with Excelsior 
Life, 1296. 

Inducements held out to purchasers of 
stock, 1296, 

Economy practised at Head Office, 1296. 

Bt ey i commissions paid to agents, 

Commissions paid on renewals, 1297. 

Bonuses paid to agents when leaving the 
Company, 1297. 

Fees paid to Directors and medical ex- 
aminers, 1298, 

Re-insurance over a certain amount, 1298. 

Salaries paid at Head Office, 1298. 

Extent to which rebating is carried, 1298. 

Discourages salaried agents, 1299. 

Commissions tend to lessen rebating, 1299. — 

Rebates made by salaried agents borne 
by the Company, 1299. 
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EXCELSIOR LiFE—Continued. 
MARSHALL, Edwin—Continued. | 


EXCELSIOR LIFE—Concluded. 
MARSHALL, Edwin—Concluded. 


Rebates charged against the business of 
Agency—as commissions paid out to sub- 
agents, 1299, 

What constitutes a sub-agent, 1299. 

Action taken to stop rebating, 1300. 

Percentage of agents’ commissions given 
in rébates, 1300. 

Contracts with agents, rates of commis- 
sion allowed, 1301. 

Advances to agents, not returnable, 1301. 

Percentage of commissions given to agents 
in rebates, 1302. 

Commissions paid for selling stock, 1302. 

Services of an actuary necessary in a 
young company, 1302. 

Changes in rates, when made, 1303. 

eae of fixing the loading on premiums, 

Sr 

Amounts paid on capital stock, 1303. 

Efforts made to prevent change of con- 
tract, 1304. 

Percentage of reserve to gross premium, 


Precautions against employing careless 
medica] examiners, 1333. 
ee eeectae to shareholders were paid, 


Reserve created for non-participating 
policies, 1335. 
Profits on non-participating policies should 
go to shareholders, 1336. 
Percentage of loading on a nonpartici- 
pating policy, 1336. 
Commission paid on first year’s non-par- 
ticipating policies, 1337, 
Expense accounts of participating and 
Te ane policies not separated, 
Profits held out as an inducement to in- 
sure, 1338. 
re Canada Life, 1338. 
re Confederation Life, 1338. 
Difficulty of starting a new company, 1338. 
Statement of Profit and Loss filed, 1339. 


1306. j FASKEN, David. See “Excelsior Life,” 1278- 
ee of volume of new business done, 
ed, 1306. 


Abandonment of industrial business, 1307. 
Full reserve on industrial plan unneces- 


sary, 13508. BroucH, Frank. See Mr. Dexter’s Evidence, 


FEDERAL LIFE. 


hee on mortality general in Canada, 
Percentage of loadings for first year’s 
expense, 1309, 

Profits of Excelsior Life, 1309. 

Interest earned on investments, 1310. 

Rate of interest on loans on policies, 1310. 

heed on surrendered or lapsed policies, 

pth 

Procedure in cases of lapsed policies, 1311. 

Notice of lapses filed, 1311. 

Efforts made to revive policies, 1311. 

Inquiries made to guard against misre- 
presentation, 1312. 
Application necessary to secure cash sur- 
render value on lapsed policy, 1313. 
Gradual process of changing the basis of 
reserve, 1314. 

Plan of distributing profits defined, 1316. 

Appropriations made on deferred dividend 
policies, 1316. 

Ledger assets scrutinized, 1317. 

Circular letter and forms re bonuses filed, 
1 ° 

Directors and officers get commissions on 
new business obtained by them, 1319. 

Statement shewing loadings filed, 1320. 

Means taken to prevent an impairment 
of capital, 1320. 

Value of Head Office building, 1321. 

Insurance effected through mercantile 
agency, 1323. 

pep employed in apportioning profits, 


Statement of receipts and expenditures 
for previous nine years filed, 1326. 

Ratio of expense to income, 1326. 

Causes for the great expense, 1327. 

Parties guilty of rebating should be pen- 
alized, 1327. 

Percentage of expense in obtaining new 
business, 1327. 

Former estimates found to be too liberal, 


27. 


Examined by Mr. GEARY. 


Practice of instructing agents, 1328. 

Representation by agents, 13528. 

Bonuses paid to agents, 13529. 

Employing agents a necessity, 1329. 

British Companies charging higher prem- 
iums, 1330. 

Value of advertising, 1330. 

Increase in North West business, 1331. 

Results in Quebec, 1332. 

Difficulties in securing payment of first 
year’s premiums in Quebec, 1332. | 

Process of appointing medica] examiners, 
1352. 


1782-1799. 


DEXTER, David, and BrouGH, Frank— 


Examined by Mr. TILLEY. 


aoa connection of Mr. Dexter defined, 

782, 

Original name of the company, 1782. 

Incorporated by Private Act of Legisla- 
ture, 1782. 

Copies of incorporating Acts filed, i782. 

Wider powers of investment under On- 
tario than under Dominion Acts, 1782. 

Issuing of capital stock and reasons for 
increasing the amount, 1783. 

See stock issued at a premium, 
784, 


Additional capital stock issued at a pre- 
mium allotted to old shareholders, 1785. 

Impairment of capital and premium al- 
lotted to old, how it was removed, 1785. 

Agreement between parties to make ad- 
vances to remove impairment filed, 1785. 

Method of repaying, advance made under 
the agreement, 1786. 

Repayment not made in accordance with 
the terms of the agreement, 1787. 

Second agreement made to meet the im- 
pairment of capital filed, 1788. 

Investment in Head Office buildings, 1789. 

In distributing profits policyholders have 
been more liberally dealt with than 
shareholders, 1792. 

Policyholders no right to vote, 1792. 

Opposed to conferring power on _ policy- 
holders to vote, 1792, 

Dividends paid to shareholders, 1793. 

Proxies held by Managing Director, 1793. 

Agreements for holding shares in trust 
filed, 1793. 

Efforts made to obtain control, 1794. 

Correction of previous statement as to 
the vesting of control of stock in the 
hands of a few, 1795. 

Dividends paid in several years to share- 
holders, 1796. , 

Loans made to Directors in contraven- 
tion of the Act, 1797. ; 

Loan made to Managing Director on se- 
curity of bank stock, 1799. 

Company’s funds to purchase bank stock, 
1799. 


DEXTER, David, recalled— 


Transference of bank stocks to son-in-law 
of Managing Director by agreement, 
1800. 
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FEDERAL LireE—Concluded. FIELDING, Edward. See ‘Commercial Trav- 
DEXTER, David—Concluded, ree Mutual Benefit Association,” 


Loan to medical referee, 1801. 

Loans made to other Directors, 1801. 

Loan made on the security of an unau- 
thorized stock, 1802. 

Loan made on the security of the com- 
pany’s stock taken as security of ad- 
vance to agent, 1803. 

Large profit made on purchase of an wun- 
authorized security, 1803. 

Investments in authorized securities. 1804. 

SH tee securities held as Collateral, 

Statement shewing years when impair- 
ment of capital occurred, 1806. 

No commissions paid to members of the 
Board in connection with loans, 1€07. 

Salaries paid to Managing Director, 1807. 

Deeg Directors for attending meetings, 

Reasons for a preference for term in- 
surance, 1809. 

Options offered to remove dissatisfaction, 
caused by term policies, 1€09. 

No guarantee of profits on any form of 
policy, 1810, 

Low premium insurance induces a high 
mortality rate, 1810. 

nein who fixed the uniform loading, 

Guarantee fund, its nature, 1810. 

Statement shewing percentages contribut- 
ed to guarantee fund, filed, 30 

Commissions paid on first year’s premiums, 
1811 

High lapse rate in term insurance, 1811. 

Insurance lapsed and not taken com 
pared with insurance written, 1811. 

Statement shewing increases in premium 
rates, 1812. 

Changes in estimates, reasons for, 1812. 

Estimates, how arrived at, 1812. 

Reels compared with actual results, 

13. 

Profit and loss statement, filed, 1813. 

Ratio of expense to income, 1813. 

Usually no death loss on first year’s busi- 
ness, 1814. 

Percentage of cost for new business, 1814. 

Reserves released through surrenders and 
lapses, 1815. 

Rebating discouraged, 1815. 

Non-participating business not separated 
in books, 1815. 

Copy of policy loan agreement filed, 1816. 

In cases of lapse reserve is used in con- 
tinuing the insurance, 1816. 

Copy of the proofs of loss filed, 1816. 


Examined by MR. GEARY. 


Describes his attitude towards changing 
basis of reserve, 1821, 
Cost of making change in reserve, 188#1. 
eee: employed in distributing profits, 
Part of surplus consists in writing-up se- 
curities, 1821. 
Expense of participating as compared with 
a non-participating policy, 1822. 
Elements which enter into the fixing of 
premium rates, 1823. 
Preference shewn for participating busi- 
ness, 1824. 
When policies become self-sustaining, 1826. 
Approves of agents on salary only, 1827. 
Special privilege to directors taking out 
insurance by getting the renewal com- 
missions, 1827. 
Volume of business on the non-partici- 
pating plan, 1828. 
Premiums sufficient on non-participating 
policies to carry them, 1828. 
Prospectuses issued for the selling of 
capital stock in Federal Life, 1829. 
Re Canada Life, 1829. 
Re Confederation Life, 1829. 
Histories of various policies given, 1830. 
Estimates issued were never realized, 1831. 


FIRSTBROOK, John. See ‘Home Life,’ 2121- 
2128, 


FITZGERALD, Wm. See “Insurance Depart- 
ment,’ 5-77, 151-245, 3212-3240. 


FITZGERALD, William. See ‘“‘Woodmen of 


the World,”’ 1597-1€00, 2443-2481. 


FULLER, Charles A. See ‘Continental Life,’ 


FORESTERS, ANCIENT ORDER of. 
SecorpD, Dr.— 


Explains how surplus was apportioned, 
1617 


meer setting forth the options filed, 
1618. 

Meaning of the several options, 1619. 
Condens under which policies lapsed, 
1619. 

Explains how the rates on premiums are 
made up, 1629. 

Tables used in computing rates, 1629. 
Percentage of loading, 1629. 

Increasing confidence among members in 
the success of the Order, 1629. ; 
Members of the Order who pay nothing 

except premium on insurance, 1630. 
Sicx and Funeral Benefit department ex- 
plained, 1631. 


WILLIAMS, William— 
Examined by Mr. TILLEY. 


Official duties defined, 1602. 

History of the Order in Canada, 1602. 
Canadian Courts, their relation to High 
Court of England, 1603. } 
Various departments of business outlin- 

ed, 1603. 

Method of collecting monies from the local 
bodies described, 1604. 

The several funds to which contribution 
is made, 1604. 

Loan from Insurance Department to Man- 
agement Fund repaid, 1604. 

Executive Council in control of both 
funds, 1605. 

Dominion Act prevented taking funds from 
Insurance Department for operating ex- 
penses, 1605. 

Weakness of the pure assessment principle 
pointed out, 1606. 

Value to the Order of Dominion Act com- 
pelling a strengthening of reserves, 1606. 

Powers of High Court to increase rates, 
1607. 

Biennial meetings of High Court, 1607. 

Rates increased, but only to new comers, 
1607. 

Raising of rates consequent on coming 
within the Dominion Act, 1607. 

Constant infusion of young blood neces- 
sary for the existence of the Order, 1608. 

Average age of members, 1608. 

Surplus funds available to pay death 
claims, 1608. 

Experiences in Quebec related, 1609. 

Compliance with Quebec Act involved rais- 
ing rates, 1609. 

Motives which induced an application for 
Dominion Charter, 1609. 

Dratt. billvot incorporation filed. 1610. 

Incorporation, when effected, 1610. 

Lag Lye to amount of policy issued, 


stores eee Fund Policy, policy issued, 


Full reserve made on each, its nature, 
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FORESTERS, ANCIENT—Concluded. FORESTERS, INDEPENDENT ORDER. 


illiam—Conel d. 
WILLIAMS, William—Conclude Beri Tames 


Form of policy filed, 1612. 

Insurer not restricted in his right to de- 
signate the beneficiary, 1612. 

Order does not own real estate, 1612. 

Certain expenses not a charge upon the 
insurance branch, 1612. 

Investments and their values, 1613. 

Conservative nature of investments, 1613. 

No loans to officers, 1613. 

Loans on policies, 1613. 

Rate of interest charged, 1613. 

Re eror® in Act for dissolving Courts, 
1614. 

Members joining the Order merely for in- 
surance benefits, 1614. 

Grant made by High Court towards Gen- 
eral Secretary’s salary, 1614 

Members joining the Order and raising 
them with new members for the pur- 
poses of maintaining a reserve. 1615. 

Effect on the Order of the change on the 
basis of reserve, 1616. 

Duties of the Beneficiary Committee, 1616. 

Change of members from Fund A. to Fund 
De unadon les 

Various options offered, 1617. 

Report of the Beneficiary Committee, 


Efforts made to effect a separation be- 
tween the insurance funds and the Sick 
and Funeral Benefit funds, 1620. 

Recommendations to take up a form of 
industrial insurance, 1621. 

Distribution of surplus to those who would 
pun accept any of the proposed plans, 
622. 

New plan reviewed as “freezing out old 
members,” 1623. 

Head office expenses, their nature, 1624. 

Setting aside funds to meet impaired 
lives, 1625. 

Payment of fees. how increased, 1625. 

Salaries to agents, expenses allowed, 1625. 

Commissions paid to agents. 1625. 

Cost of acquiring new business, 1626. 

Salary paid to General Secretary, 1626. 

Sale authorized to make investments, 
3626. 

Development of the Order under the new 
arrangement, 1627. 

Percentage of lapses, 1627. 

Rivalry between Fraternal Orders to se- 
cure members, 1627. 

Pelee of business in force in A. O. F., 


Increasing business due to the keeping 
of a reserve. 1627. 

Statement showing surpluses at the end 
‘ of different years filed, 1628. 

Rebating not practised, 1628. 

Statement showing volume of business in 
different classes of policies. 1628. 

Business principally with profits, 1628. 

All members required to pay a small fee 
over and above their premium, 1631. 

Revenue derived from surrendered poli- 
cies, 1632. 

Time at which policy acquires a surrender 
value, 1632. 

Ratio of expense to premium income, 1632. 

Statement of profit and loss filed, 1633. 

Policy loan agreement filed, 1633. 

Form of death report filed, 1633. 

When policy becomes non-forfeitable, 1633. 

Requirements for re-instatement. 1633. 

Extra premiums to engage in hazardous 
occupations, 1633. 

Arbitration in cases of difference, 1634. 

Result ‘of the Cerri case, 1634. . 

Non-participating rates too low, 1634. 

Copy of general laws filed, 1635. 


Examined by Mr. GEARY. 


Fraternal insurance on the reserve basia 
will be the insurance of the future, 1635. 

Estimates furnished to agents, 1635. 

Improved condition of the medical ex- 
aminations, 1635. 


Examined by Mr. TILiey. 


Managing director of Ontario, Manitoba 
& Western Land Co., 3022. 

Purposes of the company and field of 
Operations, 3022. 

Lands sold to Union Trust Co., their loca- 
tion and acreage, 3022. 

Parties to the negotiation of sale, 3022. 
Original purchase price and sale price of 
lands sold to Union Trust Co., 3022. 
Negotiator for Union Trust Co. was di- 
rector of Union Trust Co. and director 

of the O. M. & W. Land Oo., 3023. 
Commissions to be paid to agent of Union 
Trust Co. on the sale, 3023. 
Quality of the lands sold, 5024. 
Party who represented the Union Trust 
Co. in the final negotiation of sale, 3025. 
Denies having negotiations with manag- 
ing director of Union Trust Co. for Bale 
of land, 3025. 

Agreement entered into with Union rust 
Co. for sale of lands, terms of, 3027. 
Cheque received ag initial payment under 

agreement filed, 3027. 

Receipt and order. for payment of first 
instaJment of purchase money filed, 3028. 

Part of purchase money paid as commis- 
sion to representatives of Union Trust 
Go,; 45028: 

eat of commission, to whom paid, 

Note representing part of commission paid 
filed, 3029. 

Disclaims receiving any part of commis- 
sion paid, 3029. 

Eeneate stock of the O. M. & W. Land Co., 

Personnel of Board of Directors, 3030. 


Boybp, Sir John A. 


Examined by Mr. SHEPLEY. 


Purchase of stock in Union Trust Com- 
pany, 2434. 

Elected director of, 2434. 

Allotment of stock in Great West Land 
Company, 2434. 

Purchase of shares in the Great West 
Land Company, 2434. 

History of personal connection with Great 
West Land Company and Union Trust 
Company, 2434. 

Opinion on the legality of the Union 
Trust Company to enter into the joint 
purchase of North West lands, 2434. 

Understanding of how the capital was 
secured to finance the Great West Land 
Company, 2435. 

Considerations which induced the Union 
Trust Co. to invest in Great West Land 
Company, 2435. 

Administration of Union Trust Co. affairs 
determined by Foresters’ wishes, 2435. 


Boyd, Sir John A., recalled. 


Makes supplementary statement as _ to 
understanding of arrangements made to 
finance Great West Land Co., and the 
position of the several parties in the 
Land Company, 2442. 


Butt, William P.— 


Examined by MR. SHEPLEY. 


Solicitor in connection with Okanagan 
Lumber Oo., 2495. 

First incorporators of the Okanagan Lum- 
ber Co., 2496 
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Articles of Association and circumstances 
under which the Okanagan Lumber Cp. 
was formed detailed, 2496. 

Capitalization of the Comnany, 2496. 

Method of financing the Okanagan Lum- 
ber Co., 2496. 

Cheques paid on interest in Okanagan 
Lumber Co. filed, 2497. 

Official connection defined, 2497. 

Memorandum of association filed. 2497. 

Report and first balance sheet of the Com- 
pany filed, 2497. 

ee: of stock Taylor to Hale, -filed, 

98. 

Resolution and powers of attorney given 
to effect sale of Okanagan Lumber Co. 
properties, filed, 2498. 

Amount realized from sale, 2449. 


CAMPBELL, Colin H.— 
Examined by MR. TILLEY. 


Official position defined, 3135. 

States in narrative form the negotiations 
for sale of Carrot. River Lands, Ontario, 
Manitoba & Western Land Co., to Union 
Trust Co., 3136. 

Evidence of a previous witness declared to 
be “absolutely untrue,” 3136 

Different phases of the agreement explain- 
ed and difficulties experienced in con- 
vening the equitable interest in the 
Carrot River Lands to the Union Trust 
Co., 3136. 

Explains conditions on which remunera- 
tion was paid in connection with ser- 
vices on land sales, 3137. 


DAVIDSON, John I.— 
Examined by MR. SHEPLEY. 


First introduction to Union Trust Co., 2599. 

Purchase of stock to qualify as a Direc- 
tor, 2599. 

Recollection of ‘the negotiations between 
Union Trust Co. and Great West Land 
Co. to make advances for purchase of 
lands, 2600. 

Bonus stock of Great West Land Co. to 
be given to the Union Trust Co. for fin- 
ancing the tranaction, 2600. 

Option offered to Union Trust Co, to take 
stock or treat the money as advances, 
2600. 

Right to the bonus stock absolute, 2601. 
Ignorant of the division of the stock -of 
the Land Company, 2601. ; 
Mover of the resolution to take stock in 

the Great West Land Co., 2601. 

Mover of the resolution to reserve reso- 
lution and take mortgage as security for 
advances, 2602. 

Policy of the Foresters carried out, 2602. 

Practice of Directors present to sign every 
minute, 2602. 

Meeting of Directors of Union Trust Co. 
deciding to assume position of mortga- 
gees with reference to advances to 
Great West Land Co., 2603. ; 

Absence of signatures of Directors in the 
Minute Book, pointed out, 2603. 

No recollection of resolutions giving up 
the bonus stock. 2603. 

Reiteration that the Minute Book was al- 
ways signed at every meeting of the 
Board, 2604. 

Recollection of the formation of the Kam- 
loops Lumber Co., 2604. 

Becomes acquainted with option on Brit- 
ish Columbia timber limits, 2604. 

Inspection and valuation made_ before 
purchase of Kamloops Lumber Co. pro- 
perties, 2605. 

Okanagan properties also acquired, 2605. 

Parties to the lumber purchases and per- 
centage of interests defined, 2605. 
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DaAvipson, John I.—Concluded. 


Unaware of any secret interests in the 
purchase of lumber properties, 2605. 
Efforts made to effect a sale of the lumber 

properties, 2606. 
Impression that all lands selected were 
turned over to Union Trust Co., 2606. 
Pencil initials in Minute Book of. recent 
meeting of Board, 2606. 


Davipson, John I., recalled— 


Directors’ attendance book always signed 
at meetings of the Board, 2610. 


Du VERNET, Ernest E. A.— 


Examined by Mr. SHEPLEY. 


Extent of interest in recent purchase of 
Union Trust Co. defined, 2735. 

Option secured for purchase of Union 
Trust Co. Stock, 2735. 

Conditions and terms of arrangement with 
party selling the option, 2735. 

Option given to take up portion of stock, 
conditions of, 2736. 

Recollections of the negotiations had to 
secure a Manager for the re-organized 
Union Trust Co., 2737. 


Conflict of recollection of the arrangement 


relating to the managership of the re- 
organized Union Trust Co., 2738. 

Parties of English capitalists prepared to 
invest in Union Trust Co. stock, 2740. 

Commissions on, selling of profits, not con- 
sidered in negotiations, 2740. 

Terms of option made so Strenitaie as to 
discourage taking it up, 

Opening of a London office to strengthen 
financial position of re-organized Union 
Trust Co., 2741. 

Arrangements for bringing in French 
money, 2741. 

Demonstrates ability to finance the re- 
rag purchase of Union Trust Co. stock, 

Protest made of right of Commission to 
enquire into private affairs of recent 
purenerr of Union Trust Co. stock, 


Foster, Hon. Geo. E.— 


Examined by MR. SHEPLEY. 


Official connection defined, 2367. 
Engagement as Managing Director a yver- 
bal agreement, 2367. 

' Agreement as to salary and term of ser- 
vice, 2368. 

Engagement to permit of considerab!e 
freedom of action in attending to other 
duties, 2368. 


'- Official connection with the Great West 


Land Coy., 2368. 

Custody of books of Great West Land 
Company, 2368. 

Custody of Minute Book, 2368. 

Custody of Stock Book, 2368. 

Custody of Stock Transfer Book, 2368. 

Also the custody of several agreements 
entered into between Great West Land 
Coy. and the Union Trust Coy. and 
certain persons, 2368, 

Asked to produce books and documents 
aot referred to to this Commission, 
369. 

Has no authority from the Union Trust 
Company to produce any books, 2369. 

Expresses willingness to produce all books 
and documents pertinent to this en- 
quiry, 2369. 

Exceptions to producing all books pre- 
viously mentioned, the stock book of the 
Great West Land Company, 2369. 

Things that even a Royal Commission can- 
~not do, 2369. 

Declines to produce stock book of Great 
West Land Company, 2370. 
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Foster, Hon. George E., recalled— 


Examined by MR. SHEPLEY. 


Declines to produce stock book of Great 
West Land Company, 2389. 

Contents not relevant to the work of the 
commission, 2389. 

Reasons for withholding stock arrange- 
ments of a company not related to the 
Insurance Company, 2389. 

Concedes right of commission to investi- 
gate funds of I. O. F. handed over to 
Union Trust Company to invest, 2390. 

Denies right of commission to investi- 
gate funds of other clients of Union 
Trust Company, 2390. 

Indistinct recollection of ruling of com- 
mission on scope of their powers of in- 
quiry, 2390. 

Powers of the commission, 
tions and scope, 2391. 
Conduct as general manager of Union 

Trust Company impugned, 2391. 

Personnel of present commission unfav- 
orable tribunal for vindication, 2391. 

Advance to Great West Land Company 
secured by mortgage to Union Trust 
Co., ear-marked as an investment as- 
signed to the Foresters, 2392. 

Submits to the ruling of the Chairman 
and will produce the stock book, 2396. 

Sends messenger for stock book, 2396. 

Created an honorary member of the I. 
On Be 252.9" 

Composition of members of Kamloops 
Lumber Co., percentage of interest, 2530. 

One of the members drops out, 2530. 

Interest of member dropping out assum- 
ed by Union Trust Co., 2530 

Option secured on an interest of one of 
the members, 2530. 

Option not disclosed, 2530. 

heat and how the option was disclosed, 
531. 

Initial proceedings to purchase the Kam- 
loops Lumber Co. properties, 2531. 

How valuations were made and by whom, 
Boole 

Reasons assigned for one of the parties 
dropping out, 2532. 

Union Trust Co. insisted on a joint and 
several note, 2532. 

Two principles on which the Board of 
the Union Trust Co. acted, 2533. : 
Concurrence of all] the members on lines 

of investments, 2533. 

Co-operation and assent of the Foresters’ 
section of the Board secured on all in- 
vestments, 2533. A 

Reasons of the Union Trust Co., in ins 
vesting in Kamloops Lumber Co. stock, 
2533. 1 t 

General concurrence in the propriety: of 
investing trust funds in the Kamloops 
Lumber Co. stock, 2534. 

Approval of legal members on the Board 
to the propriety of the investment, 2534. 

Upon re-arrangement the propriety was 
questioned and pressed strongly, 2534. 

Distinction observed between the different 
classes of monies received for investment 
by the Union Trust Co., 2534. 

Foresters’ money to be invested accord- 
ing to the investment powers of the 
Order. 2534. 


their limita- 


trust 


Foresters’ money considered as 
funds, 2534. : 
Foresters’ money changes their charac- 


ter when passed to Union Trust Co., 
2534. , 

To be invested according to the powers 
of the Union Trust Co., 2534. : 
Ignorance of the existence of the two 
options in the purchase of the Kam- 

loops Lumber Oo. properties, 2535, 
Interest of parties who examined and 
valued the properties, 2536. 
Receives payment of monies out of the 
profits arising from the sale of Kam- 
loops Lumber Co. properties, 2536. 


Qa 


yi 
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Financial assistance received from friends 
to relieve financial embarrassment, 2536. 

Advances made, a_ set-off against other 
claims, 2538. 

Experiences in political life from a finan- 

ents ee a view, 2538. 
pplication for financial assi 
made, 2838, 1 istance, how 

Financial assistance treated as an off- 
set against an interes in certain unset- 
tled matters, 2539. 

Understanding upon which the financial 
assistance was received, 2539. 

Parties who estimated and valued the 
purchase of the Okanagan Lumber Co. 
properties, 2540. 

Profits derived from the sale of the Okan- 
agan Lumber Co. properties, 2541, 

Director of the Kamloops Lumber Oo., 
withouc interest, 2542. 

Purchase of the Shuswap properties, 2542. 

Confidence in the value of these lumber 
properties always maintained, 2542. 

Inception of the Great West Land Co., 
narrated, 2543. 

New Ontario Town & Farm Site Syndi- 
pate of whom originally composed, 

Afterwards becoming the Great West Land 
Co., 2543. 

Conditions under which che options on 
the C, P. R. lands were first brought un- 
der notice, 2544, 

Plan first proposed to handle the option 
on C. P. R. lands, 2545. 

Parties to the plan, 2545. 

How the plan was to be financed, 2546. 

Failure of plan, the reason of, 2546. 

Reorganization of the New Ontario Town 

Farm Site Syndicate determined 
upon, 2547. 

Official connection with the Ontario and 
Saskatchewan Co., 2547. 

Change of plan to take up the options 
on C. P. R. lands, 2548. 

New shareholders of the New Ontario 
Farm & Town Site Syndicate, 2549, 
Plan originally outlined of how the pur- 
chase of the C. P. R. lands were to be 

financed, 2549. 

Circumstances related under which , the 
Union Trust Co. were brought in to fin- 
ance the C. P. R. land purchase, 2550. 

ooo stock to be given to the lenders, 

Cognizance of the dual position as direo- 
tors of the Union Trust Co., and as di- 
rectors of the New Ontario Town’ & 
Farm Site Syndicate, 2551. 

Proposition of C. P. R. land purchase 
brought before Board of Union Trust 
Company, 2553. 

Minute of Union Trust Co. approving of 
Loan to New Ontario Farm & Town Site 
Co. to purchase ©. P. R. lands, 2553. 

Option of taking fully paid-up stock as 
security for advance, 2553. 

Bonus stock to be given in addition, 2553. 


Powers of the Union Trust Co. to loan 
monies to syndicate to invest in North- 
west lands referred to legal members 
of the Board for opinion, extent of, 2555. 

Allotment of stock in the new land com- 
pany, 2556. 

Stock allotted to the Supreme Chief Ran- 
ger, 2557. 

Purposes for which the allotment was 
made, 2557. 

Ultimate destination of 
not defined, 2558. 

Directors of Great West Land Co. to pur- 
chase certain stock to hold in addition 
to bonus stock, 2558. 

Conveyance of C. P. R. lands 
syndicate, 2559. 

Change of name from New Ontario Town 
rs es Syndicate tou Great West Land 

0., 2560. 


the allotment 


direct to 
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Powers under old charter to traffic in 
North West lands, 2560. 

Meeting of Directors of Union Trust OCo., 
to exercise option as to taking stock in 
Land Company, 2560. 

Reasons for exchanging stock for first 
mortgage on lands, 2560. 

Explanation of the sale of further lots 
of Sens to the Great West Land Co., 
563. 

Location of lands in further sale, 2564. 

Conditions under which the further pur- 
chase was made, 2566. 

Price of further purchase, how made, 
2566. 

Position of the parties to the transac- 
tion, 2567. 

Identity of intermediate purchasers not 
disclosed to the Board of Great West 
Land Co.. 2567. 

Executive Committee of the Great West 
Land Co., 2567. 

Dual position of the parties to the sale, 
2567. 

Evidence of Mr. Pope on examination for 
discovery in a suit pending as to the 
character of lands forming the further 
purchase, 2568. 5 

Conflict of interes’s ana duty in the pur- 
chase of the further lot of land, 2569. 

Division of profit on further Sita how ap- 
portioned, 2570. 

Acreage of the first purchase re CAMP R,. 
lands on adjustment, 2570. 

Annual report of Directors to the Great 
West Land Co. on the C. P. R. land 
purchase, 2570. 

Double adjustment after ascertaining the 
acreage, how obviated. 2571. 

Area of selection secured by the option 
on CO. Pio. Vands,)) 2572: 

Understanding that Pope & Fowler turned 
over the whole of the lands selected 
under the C. P. R. option to the Great 
West Land Co., 2573. 

Final adjustment to be nade both in 
respect of cash paid and stock issued 
on the hesis of the acreage as actually 
ascertained, 2576. 

Variation in terms of payment between 
the first and second sales of land, 2577. 


Bonus stock of Great West Land Co. given 
to Unidn Trust Co. as considération 
for financing the transaction, 2578. 


Adiocurned meeting of Directors of Union 
Trust Co. passed resolutions to release 
bonus stock received from Great West 
Land Co. to original owners and con- 
vert stock arrangement into loan on 
mortgage, 2579, 

Disposition of the bonus stock issued to 
Union Trust Co., and to Supreme Chief 
Ranger, 2581. 

Resolution passed at meeting of Union 
Trust Co. adopting agreement between 
Union Trust Co. and Great West Land 
Oo. converting stock into mortgage and 
giving up bonus stock, 2582. 

Absence of signatures as Chairman at 
Board meeting noted, 2582. 

Revised statement that bonus stock given 
to Supreme Chief Ranger was held for 
benefit of Great West Land Co., 2583. 

Imprudent for Union Trust Co. to give 
up its bonus stock, 2583. 

Three observations made on transaction 
between Union Trust Co. and Great 
West Land Co. on their several agree- 
ments, 2584. 


Directors’ meeting of Great West Panais 


Co pass resolution to submit a by-law 
authorizing the execution of the agree- 
ment with the Union Trust Co. con- 
yerting the stock into mortgage to a 
meeting of shareholders, 2585. 
Rehearsal of the resolution re-assigning 
bonus stock to original owners, 2586. 


Notice calling meeting of shareholders of 
Union Trust to consider agreement with 
Great West Land Co., 2586. 

Absence of information in notice as to 
Beedle of business to be considered, 

Parties present at shareholders’ meeting 
of Union Trust Co., 2587. 

Notice of meeting of shareholders of the 
Great West Land Oo. to ratify agree- 
ment with Union Trust Co., 2587. 


Absence of information in notice of de- 
tails of business to be considered, 2588. 

Parties present at shareholders’ meeting 
of Great West Land Co., 2588. 

Conflict of interest noted with respect to 
transfer of bonus stock, 2588. 

Attitude of interested parties on the Di- 
rectorate of the Two Companies towards 
the agreement, 2588. 

Interest of parties in the bonus stock sur- 
rendered by Union Trust Co., 2588, 


Transfer of bonus stock of Supreme Chiéf 
Ranger, how accomplished, 2589. 

Reasons for expediting the transfer of 
ae bonus stock to original owners, 

89. 

Connection with Eastern and Western’ 
Land Co. defined, 2590. 

Connection with the Ontario and Saskatch- 
ewan Land Co. defined, 2590, : 

Directors common to both Boards, 2590. 


General Manager of Union ‘Trust Co. 
submits a proposition to purchase lands 
from Eastern and Western Land Co,, 
2591, 

Negotiation and selection of lands ae- 
quired by the Eastern and Western 
Land Co.,* 2592. 

Minute of Union Trust Co. authorizing 
its General Manager to buy lands from 
Eastern and Western Land Co., 2593. 

Conflict of interest and duty pointed out, 
2593. 

Particulars of the negotiations resulting 
in sale of Eastern and Western Co.’s ' 
lands to Union Trust Co., 2595. 

Inception of negotiations for acquiring 
the Kamloops Lumber Co. properties, 
2595. 

Interest in the stock of the Kamloops 
Lumber Co., extent of, 2597. 

Relates contemplated position to take be- 
fore the Commission with respect to 
holding of stock in Kamloops Lumber 
Co., 2597. 

Disposal of stock of Kamloops Lumber 
Co., 2598. 

Adjutsments of the actual acreage of lands 
received from C. P. R. filed. 2620. 

Two agreements made directly between 
CO. P. R. and Great West Land Co., 2620. 


Payments of interest to C. P. R. made 
on the unpaid purchase money, 2621. 
Discounts received for payments made in 

advance of the contract, 2621. 

Letter from Supreme Chief Ranger to 
Union Trust Co. Board of Directors filed, 
2621. 

Executive Committee, of whom composed, 
2620. 

Agenda Book, its purposes and how Kept, 
2622. 

Practice of calling directors’ meeting, and 
record of notices, how kept, 2623. 

Mode of preparing minutes after a direé- 
tors’ meeting, explained, 2625. 

Discussion of changing stock to mortgage, 
included all kinds of stock, 2627. 

Attendance book, when and how signed, 
2628. 

Reasons adduced for belief that a diree- 
tors’ meeting was held, although the 
Attendance Book was not signed, 2628, 

Minute Book of Union Trust Co. filed, 
2629. 
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Letters of Supreme Chief Ranger to 
Union Trust Co. relating to various 
companies filed, 2629. 

peter with Bank for an advance, 

Loan from Bank to invest in Crow’s Nest 
Coal Company’s shares, 2631. 

Call made for unpaid amount of subscrib- 
ed stock in Union Trust Co., 2631. 

Capital stock of Union Trust Co. increased 
and issued at a premium, 2632. 

Purchased by Foresters, 2632. 

Reasons which influenced the Union Trust 
Co. to increase their carital stock, 2632. 

Statement of assets and liabilities of th 
Union Trust Co. filed, 2633. 

Rate of interest paid on loans from the 
banks, 2633. 

Overdrafts at bank, amount of, 2633. 

Investments of Union Trust Co: in stocks, 
character of, 2633. 

Papers relating to bank loans filed, 2634. 

Statement of stocks and securities held 
by Union Trust Co. filed, 2634. 

By-law authorizing borrowing from the 
banks, filed, 2634. 

By-law authorizing a call for amount of 
unpaid subscribed stock in Union Trust 
Co., filed, 2634, 

By-law appointing solicitor of Union Trust 
Co. filed, 2634. - 

By-law authorizing issue of additional 
stock of Union Trust Oo., filed, 2635. 
Disdains proposing to receive a commis- 
sion in respect of the Quebec timber 

limits, 2635. 

Circumstances under which a proposition 
to receive commission on purchase of 
lands was made, 2635. 

Rejection by the Board of proposition to 
receive a commission, 2635. 

Impropriety of General Manager of Union 
Trust Co. receiving commission upon 
any Official transaction, 2636. 

Impropriety of loans to individual direc- 
tors, assented to. 2636. 

Great West Land Syndicate borrowing 
from Union Trust Co. discussed as a Vio- 
lation of the by-law to loan to indivi- 

_. dual directors. 2638. 

Review and order in which the various 
enterprises were brought before the 
Union Trust Co., 2640. 

Justifies position taken in regard to the 
Montague syndicate, 2642. 

Being agent of Union Trust Co. did not 
affect position towards Foresters, 2643. 

Details of the Montague lands, 2643. 

Contract between Ontario, Manitoba and 
Western and Union Trust Co. for the 
Carrot River lands filed, 2643. 

Particulars of the purchase of the Jobn 
Aird lands, 2643. } 

Money advanced by Foresters, Union 
Trust Co. held lands as trustee, 2643. 

Particulars of the purchase of the Swan 
River or Whitlaw lands, 2644. 

Parties behind Whitlaw in the transac- 
tion unknown, 2645. 

Contract for the Whitlaw lands filed, 
2646. 


Commissions received on sale of lands, 
Ontario, Manitoba & Northwestern Land 
Co.’s, how apportioned, 2646. 

Cheque for payment of land and cheque 
for commission, filed, 2647. \ 

Payments for purchase of Whitlaw lands 
made in two cheques, 2648, | 

Cheque for commission, how disposed of, 
2648. 

Commission not yet distributed, 2648. 
Monies of syndicate re Whitlaw lands, se- 
cured by forfeit of option, 2648. r 
Forfeited money, how distributed, 2648. 
Union Trust Co. acting for syndicate, 
2649. ' ; 
Union Trust Co. had custody of forfeited 
monies and distributed on order of the 

syndicate, 2649. . 4 


jes pea forfeited monies were distribut- 

ed, 

Cheque for payment of Whitla 1 
filed, 2650. into 

Amount of commission received on pur- 
chase of Whitlaw lands, 2650. 


Recalled and examined by MR. SHEPLEY. 


Statement of further investments of the 
Union Trust Co. filed, 2651. 

Yielded and acquiesced in the transfer of 
the Montague lands to the Union Trust 
Co., 2652. 

Reasons which induced the Foresters to 
transfer the Montague lands to the 
Union Trust Co., 2652. 

Propositions submitted to Board of Union 
Trust. Co., 2652. 

Resolution approving of purchase of North 
West lands, 2652. 

Analysis of the lands purchased through 
Aird and his associates, 2654. 

Two agreements between John Aird and 
Union Trust Co. filed, 2656. 

Resolution of Union Trust Co. authorizing 
purchase of certain lands, 2656. 

Letter explaining aménded agreement of 
the Aird lands filed, 2657. 

Agreement and cancelled agreement of 
Aird. lands filed, 2658. 

Statement prepared by the Auditor of the 
Commission showing how payments on 
Aird lands were made, 2658, 

Disposition of the original Montague 
lands, 2658. 

Transfer of the original Montague lands 
by the Union Trust Co. to the new 
Montague Syndicate filed, 2658. 

Release and quit claim of Montague lands 
to Union Trust Co. filed, 2659. 

Cheque received as commission on Whit- 
law lands filed, 2660. 

Diversion of Foresters’ funds to pay com: 
missions for purchase of lands, 2660. 
ct to whom commission was paid, 

2660. 

Terms upon which the Union Trust Co. 
were to take over the Montague lands, 
BE62h" 

Profits, if any, were profits belonging to 
the syndicate, and not that of the Union 
Trust Co. or Foresters, 2663. 

preys eb eaues of Union Trust Co. filed, 
2665. 


Consent given to Mr: Foster to make a 
statement later, 2665. 


»Memo. re land purchased by the Union 


Trust Co. and Syndicate filed, 2665. 


Foster, George H.— 


Makes statement in review of his previous 
evidence, 2670. 

Parties to the syndicate of the Great 
West Land Co., 2670. 

Justifies investment of trust funds in the 
Great West Land Co., 2671. 

Quotes Sir John Boyd’s testimony on the 
propriety of Union Trust Co. entering 
into agreement with Great West Land 
Go.y' 2672. 

Documents referred to show a complete 
disclosure of the parties interested in 
option secured from Pope & Fowler, 
2672. 

Dual position of directors of Union Trust 
Co. and Great West Land Co, ethically 
considered, 2673. 

Prudent administration by the Hxecutive 
Committee of the Great West Land Co. 
maintained, 2674. 

Necessity and benefits accruing from par- 
tial representations on two Boards, 2674. 

Profitable result of the land policy of the 
Union Trust Co., 2675. 

Timber limits policy of Union Trust Co. 
and its resultant profits, 2675. 
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Fow.Ler, George W.— 


Examined by MR. SHEPLEY. 


Professional and official position defined, 
750. 

Option secured from C.P.R. on North West 
lands, their location and terms, 2750. 

Option merely verbal, doubts expressed, 
of any written agreement, 2750. 

Complies with request to make memoranda 
of documents required to produce, 215 

Area of lands secured by option indicated 
on a C.P.R. map; 2752. : ’ 

Protests against giving evidence in re- 
spect of securing option from C.P.R. 
Company, 2/52. 

Chairman rules that the evidence be 
given, 2752. 

Describes inception of scheme to secure 
North West Lands, 2752. 

Methods of procuring a knowledge of the 
probable route of the Oanadian North- 
ern Railway, 2754. i 

Relates progress made in negotiation for 
option on O.P.R. lands, 2757. | 

Efforts made to reduce the price asked 
by CG. Pee 2058. : 

Particulars of final agreement with C.P.R. 
officials in purchase of North West lands, 
2758. 

Area over which selection was to be made, 
2759. 

Area of selection restricted before selec- 
tion finally was made, 2760. : 
Procedure adopted in making selection, 

2760. 

Cannot recall any written contract with 
C.P.R. either before or after selection 
of the lands, 2761. 

Demand made for first payment on C.P.R. 
lands, 2762. 

Members of Syndicate interested in the 
land purchase, names of, 2762. ‘ 

Preliminary expenses paid by Syndicate, 
2762 


Financial standing of the members of the 
Syndicate, 2762. 

Contributors to the first payment de- 
manded by C.P.R., 2763. { ; 
Protest made against furnishing parti- 
culars of how the first payment was 
financed, 2763. 

Chairman overrules protest, 2763. 


Parties who endorse note to make first 
payment, 2763. 

Inception of negotiations with New On- 
tario Farm and Town Sites Syndicate, 
details of, 2763. ‘ 

Understood that final dealing for sale was 
not with the New Ontario Farm and 
Town Sites Syndicate, 2766. 

Parties present at first meeting of New 
Ontario Farm and Town Sites Syndi- 
cate, 2766. 

Proposition for sale was based on a 
schedule of lands attached to final ar- 
rangements, 2767. 

Disclaims having any intention about re- 
serving certain lands, 2768. 

Disclaims having any duty to disclose re- 
serve of lands, 2768. 

Schedule of lands attached to the agree- 
ment explained, and alleged discrepan- 
eies reconciled, 2770. 

Schedule of lands improperly annexed, to 
agreement with OC.P.R., 2771. 

Confusion of schedules of lands annexed 
to Pope & Fowler agreement with C.P. 
R. and Great West Land Co., 2773.: 

Draft of agreement with Union Trust Co. 
and letters attached filed, 2777. 

Obtains stock in the Great West Land 
Go.) 277i: 

Knowledge of the position of the Union 
Trust Co. in the land agreement, when 
acquired, 2778. 

Interest of colleagues in the option with 
C.P.R. yvurchased, 2778. 


Pending litigation with respect to interest 
in Great West Land OCo., 

Commissions paid for information relat- 
ing to C.P.R. lands, 2779. 

Inception of negotiations for the sale of 
Kamloops Lumber Co. to Union Trust 
Co., 2779. 

Ree mtbr of the Kamloops Lumber 
0., ; 

Disclaims heing agent of Union Trust Co. 
at any time, 2780. 

Sale of Kamloops property to the Union 
Trust Co. 2780; 

Partnership arrangement with the Union 
Trust Co., particulars of, 2780. 

Particulars of the Quebec Timber [Limit 
transaction, 2781. 

Two options secured on the Kamloops 
Lumber Co. properties, purpose of, 2781. 

Larger option placed before the intend- 
ing purchasers, 2782. 

Refuses to answer question respecting the 
moneys received as difierence beuween 
the two options re Kamloops Lumber 
Co. sale to Union Trust Co., 2783. 

Dominion Counsel asks for ruling of the 
Board on the refusal to answer, 2783. 

Chairman rules that question should be 
answered, 2783. 

Protest against decision, but bows to its 
ruling, 2784. 

Mate made by Mr. Ryan, when made, 

Demurs to the proposition to disclose the 
AE destination of these moneys, 

Not an agent of the Foresters or the 
Union Trust Co., 2785. 

Rerudiates the position of agency assign- 
ed by a previous witness, 2786. 

Refuses to disclose names of parties to 
whom moneys received from Mr. Ryan 
were paid, 2786. 

Dominion Counsel asks for ruling of 
Board on refusal to answer, 2786. 

Chairman rules that the question should 
be answered, 2786. 

Justification for refusal to answer, no 
agency proven, 2786. 

Protest against inquiry into private af- 
fairs, 2787. 

Motives which prompt searching inauiry 
into the affairs of the Foresters, 2787. - 

Promise to produce all documents relat- 
ing to subsidiary companies, 2788. 


FowLeR, Geo. W.— 


Recalled and examined by MR. SHEPLEY. 


Makes reply to the various matters re- 
quired by Dominion Counsel at a pre- 
vious sitting to be produced, 3073. 

Explanation of instructions given to real 
estate agents to offer lands under option 
for sale, 3074. 

Corrohorates the evidence of Mr. Griffin 
in describing the progress of negotia- 
tions for securing option from C.P.R. 
Co., 3074. ; 

No correspondence with syndicate in nego- 
tiation for sale to Union Trust Co., 3074. 

Estimates of the Kamloops Lumber prop- 
erties produced and filed, 3075. 

Description of certain timber berths pro- 
duced and filed, 3075. 

Recent offer to purchase the Kamloops 
property filed, 3076. 

Document in Mr. Ryan’s handwriting of 
information relating to the Kamloops 
properties produced and filed, 3077. 

Correspondence relating to the negotia- 
tions for the purchase and sale of the 
Kamloops lumber properties produced 
and filed, 3078. 

Describes negotiations for purchase of the 
Shvyswap property, 3078. 

Recollections of the payments made for 
the Shuswap property, 3080. 
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Aelita made of the Shuswap property, 
Commissions paid on the Shuswap pur- 
chase and to whom, 3081. 
Negotiations for the purchase of the 

Okanagan property, 3083. 
Option secured for the Okanagan prop- 
erty, 3083. 
Amount and destination of the purchase 
money of the Okanagan property, 3084. 


Distribution of purchase moneys of Okan- 
azan properties among the _ parties 
entitled, 3086. 

Advances made to the Okanagan Lumber 
Oo. taken out of the purchase money 
eee from the Kamloops Lumber Co., 


No. record kept of these advances, 3086. 

Paid cheques, how treated, 3086. 

Basis of distribution made to stockhold- 
ers of the Okanagan Lumber GOo., 3088. 

Instructed by Kamloops Lumber Co. to 
take an option on the Okanagan prop- 
erty, 3089. 

Dual position as vendor and vehdee con- 
sidered, 3089. 

Personal interest in Okanagan Co. not 
disclosed to Kamloops Lumber Co., 3090. 

Position as negotiator in the several trans- 
actions, Okanagan, Shuswap and main 
Kamloops property, distinguished, 3090. 


Agreement of 8th February, 1904, for sale 
be tlhe Kamloops property criticized, 
Inaccuracy in recitals pointed out, 3091. 


Further inaccuracies in recital to agree- 
ment of sale of Kamloops Lumber Co. 
to Union Trust Co. pointed out, 3092. 


Practically the whole recital to agree 
ment inaccurate, 3093. 

When the option of the Kamloops pro- 
perty became a purchase, 3093. 


Report by inspectors for the Union Trust 
Co., as vendees, on the Kamloops Lum- 
ber properties filed, 3095. 

Inspectors also report to vendor, 3096. 


Report of inspectors sent to examine Kam- 
loops Lumber properties and made to 
vendor filed, 3098. 

Amount paid by vendor to inspectors of 
Kamloops Lumber properties, 3098. 


Position of inspectors acting for both 
vendor and vendee considered, 3099. 


Cheaues paid and accounts rendered for 
inspectors’ expenses filed, 3099. 

Assignment made of timber limits by Mr. 
Ryan held as security for balance on 
unpaid purchase money of Kamloops 
Lumber properties, 3100. 


Susvicions that timber limits were not as- 
signed as security, 3101. 

Disinclined to disclose suspicions as to 
real reason of assignmente 3101. 

Compensations paid to inspectors of Kam- 
loops Lumber properties, 3102. ~ 

Disposition of the C.P.R. lands reserved 
Sete the sale to Great West Land OCo., 

Amounts paid to inspectors of Kamloops 
nen Co. identified in bank book, 


- FRANKISH, William RB.— 


! 


Examined by MR. SHEPLEY. 


Official position in the Union Trust Oo. 
defined, 2617. 

cents hand-writing in Minute Book, 
2617. 

Methods employed in writing un the 
minutes in the Minute Book, 2617. 
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GRANT, Milton D.— 


Examined by Mr. SHEPLEY. 


Official connection with the Dominion In- 
surance Department defined, 3240. 

Position of friendly societies and places 
occupied in the insurance field. 3241. 

Friendly societies entitled to occupy a legti- 
timate field, 3241. 

Premium rates should be _ sufficient to 
meet obligations of the Society, 3241. 

Adequate premium necessary to meet 
those obligations, 3241. 

Elements entering into the cost of inaur- 
ance, 3241. 

Factors which enter into premium rates 
in order to maintain a reserve sufficient 
to meet obligations, 3242. 

Mortality tables, their application in as- 
certaininge the present value of obliga- 
tions, 3242. 

Different Mortality Tables in use enumer- 
ated, 3242. 

National Fraternal Congress Table largely 
used by friendly societies, 3242. 

Canada Life Ultimate Table, similarity 
to, 3242. 

Ontario Government standard for friendly 
societies, conditions necessary for regis- 
tration, 3243. 

Mortality Tables used by fraternal socie- 
ties in Great Britain, no regulations 
governing, 3243. 

Aggregate and select 
differentiated, 3244. 

Ultimate Mortality Table defined, 3244. 


Select Table preferred to aggregate Mor- 
tality Tables, reasons for, 3245. 


Various Tables in use, their purposes ex- 
plained, 3245. 

STE aes Experience Table, how formed, 
245. 
re Mutual Tife of New York, 3245. 

National Fraternal Congress Table, from 
what experience obtained, 3246. 


National Fraternal Congress Table, its 
origin and from whence its name de 
rived, 3246. 

Canada Life Fire Table. its origin and 
from whence derived, 3246. 

Circumstances which operate to lessen ¢x- 
pense in friendly societies as contrast 
ed with ordinary life companies, 5246. 

eee of investigation into the I.0.F,, 
3247. 

eens employed in making valuations, 
3247. 

Forms of policies issued hy I.0.F.. when 
payable, and computations of reserves 
thereon, 3248. 

Aggregate Mortality Table used by 1.0.F. 
defective, lower rates resulting, 3249. 

Compared with National Fraternal Con- 
gress Tables, 3249, 

Compared with Canada Life Tables, 3249. 

Table prepared on investigation and re 
port of I.0.F. methods filed, 3250. 

Mortality rate in I1.0.F. as low as that 
of other institutions, 3251. 

Table of secession and lapse rates, filed, 


Mortality Tables 


Copies 
Secession rate decreasing with age of 
policy, 3251. 


Table of secession rates prepared by I.0.F. 
Officers, filed, 3252. 

Raising of premium rates causes decreas6 
in lapse rate of old members and in- 
crease in new members, 3252. 

Book and Table of Mantz on Lapse rates, 

¢ produced and filed, 3253. 

Tables prepared for computing premium 
rates in I.0.F., produced and filed, 5253. 

Table of net premiums after allowing for 
lapse rate, produced and filed. 3255. 

Table of premiums in force in I.0.F. com- 
pared with premiums deduced from 
various Tables, produced and filed, 3254. 
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Table of premium rates of I.0.F. for old 
and new members, at all the ages, pro- 
duced and filed, 3254. 

Expectation of life benefit policies, volume 
in force, Table produced and _ filed, 3254. 

Table of tefm insurance in I1.0.F. con- 
trasted with ordinary life companies, 
produced and filed, 3255. 

Legal solvency of the I.0.F. affirmed, 3255. 

Computation of reserves of I.0.F., factors 
used in making, 3255. : 

Profits from lapses, how appraised in fix- 
ing premium rates and valuing reserves, 
3256. 

Report of Catholic Order of Foresters on 
effect of lapses on cost of insurance 
produced and filed, 3256. ; 

Table of lapses, summarizing valuations 
of reserves, and fixing premium rates, 
produced and filed, 3257. 

Assets of I.0.F., available for purposes 
of liability, amount of, 3257. 

Reserve required by the National Frater- 
nal Congress Table. and O. M. Table, 
on volume of business carried by I.0.F., 
3257. 

Division of reserve required, as applieable 
on premium rates of old and new mem- 
bers, 3258. 

Registrar’s abstract of Foresters’ Island 
produced and filed, 3259. 


GRIFFIN, Frederick L.— 


Examined by MR. SHEPLBY. 


Official duties, their nature, 3051. 

Titles to C.P.R. lands, subsidies to main 
and branch lines, 3051. 

Right of selection under the terms of 
their subsidies, 3051. 

Illustrates by map the mode of selecting 
lands, 3052. 

Correspondence relating to the negotia- 
tions of Pope and Fowler for the option 
on C.P.R. lands filed, 3052. 

Vermilion River District traced on maps 
and its boundaries defined, 3053. 

Initial negotiations with Messrs. Pope and 
Fowler for. sale of C.P.R. lands, 3054. 


Progress of settlement in the Vermilion 
River District prior to the opening of 
the negotiations, 3054. 

Prices of lands in that district advanced 
at the opening of negotiations, 3054. 

Reasons for advancing the price, 3054. 

Railway ovrojection naturally increases 
value of land in a locality. 3056. 

Higher price demanded for selected lands, 
ANE 


Description of area proposed by Messrs. 
Pope and Fowler to select lands in- 
tended to be purchased, 3059. 

Understanding that selection was to be 
average quality of lands, 3059. 

Interview in Montreal with President and 
C.P.R. Directors on sale of lands to 
Messrs. Pope and Fowler, 3060. 


Reservations to be made hy C.P.R. in area 
of land comprised in Messrs. Pope and 
Fowler’s selected tract, 3061. 

Recommendations made to President of 
C.P.R. to accept price offered by Messrs. 
Pope and Fowler for the lands subse- 
quently purchased, 3061. 

Reasons for recommending the acceptance 
of the offer of Messrs. Pope and Fowler 
for C.P.R. lands, 3062. 

Settling the general principle of reserve 
and price of sale, 3063. ‘ 

Regulations as to terms of payment, 3063. 

Map produced shewing land reserved and 
area over which Messrs. Pope and Fowler 
could make selection, 3064.’ 

Explanation of the term employed in the 
negotiation, “‘exceptionally liberal one,” 
3065. 


Messrs. Pope & Fowler instruct agents 
to re-sell) before purchase concluded, 
3065. 

Agreement and schedule attached of 
Messrs Pope and Fowler with C.P.R. re 
land purchased filed, 3067. 

Schedule of lands attached to the agree- 
ment identified and located by ranges 
and lots, 3068. 

Agreement to sell the remainder of the 
lands in area of selection, 3068. 

Surrender and release of Messrs. Pope and 
Fowler to C.P.R. of all lands under op- 
tion, 3069. 

Surrender and release, reasons for mak- 
ing it, 3069. 

Direction of Messrs. Pope and Fowler to 
the C.P.R. Co. to sell lands to Union 
Trust Co., 3069. 

Contracts between C.P.R. and Great West 
Land Co. re land sale filed, 3070. 

Contract for the smaller area of land 
between C.P.R. and Great West Land 
Co. filed, 3070. 

List of lands remaining unsold under the 
original agreemnt with, Messrs. Pope and 
Fowler, disposition of filed, 3071. 

Sales made in blocks to other purchasers 
at date of negotiations with Messrs. 
Pope and Fowler, 3071. 

Orinion expressed on the price obtained 
from Messrs. Pope and Fowler for the 
lands sold under the option, 3072. 

No special cansideration given Messrs. 
Pope and Fowler in connection with the 
sale, 3072. 


HARPER, George A., sworn, 2199. 
Lerurcry, Alfred A— 


Examined by MR. SHEPLEY. 


Describes the negotiation and sale of op- 
tions secured on C. P. R. lands in the 
North West, 2502. 

Disposes of option to an aggregation of 
individuals who developed into the New 
Ontario Town Site Syndicate, 2502. 

Contents of depositions made in a suit 
pending, discussed, 2502. 

Inception of scheme to secure option out- 
lined, 2503. 

peek upon for preliminary expenses, 

Progress noted in the selection of the 
lands, 2506. 

Dissatisfied with information received 
from associates in the options secured 
on Cy Po) RB. vlands,) 2508: 

Payments made on the C. P. R. lands, 
understanding of, 2510. 

The different parties negotiating for the 
sale of the C. P. R. lands, 2512. 


Recalled. 


Shareholder and director of Great West 
Land Co., duties as, 2513. 

Details of negotiation for sale of C. P. R. 
lands to New Ontario Farm and Town 
Site Syndicate, 2514. 

Inception of scheme to form Great West 
Land Co., and take part of purchase 
money in stock of new company, 2514. 

Efforts to secure a meeting of associates 
in option on C. P. R. lands, 2517. 

Extent of knowledge of the existence of 
the Union Trust Co., 2517. 

Cheques paid. as profit on the C. P. R. 
land transaction, 2518. 

went charged for effecting sale, 

Parties who made distribution of the pro- 
fits, 2519. 

Suit brought to force an accounting of 
the profits, 2519. 

Allotment of stock in the Great West 
Land Co., how apportioned, 2519. 
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LeitcH, Malcolm L.— McWHINNEY, John M.— 


Examined by MR. TILLEY, 


Official position defined, 3107. 

Purchase of land from Great West Land 
Oo; 51078 

Details of negotiation for purchase re- 
cited, 3108. 

Parties to the agreement of sale, 3108. 


LEVESCONTE, Robert C.— 
Examined by Mr, SHEPLEY. 


Negotiator, how he became a, for the sale 
gene British Columpia Timber Limits, 

Frst instructions as to price and what 
limits were included, 2425. 

Option secured, price to be obtained, 2426. 

Option filed, 2426. 

Two options examined and _ differences 
noted. 2427. 

Negotiations preceding the securing of 
the options, 2428. 

Draft copy of agreement filed, 2429. 

Payment of first instalment of purchase 
money, of B. C. Timber Limits, by Union 
Trust Company, 2430. 

' Commission: to be paid as agent, 2431. 

Commission paid, 2432. 

Additional options drawn, filed, 2433. 

Instructed to telephone for docket, 2434. 

Statement of land transaction of Fores- 
ters in Northwest filed, 2434. 

Dockets produced and examined. 2500. 

Understanding as to use made of the 
dockets, 2501. 

Consultations, drawing agreements and as- 
ears for sale of timber properties, 

Instructed to produce letter books, 2501. 


Recalled. 


Letter book produced and examined, 2512. 
Copies promised of the Ryan letters, 2513. 
Corrects a previous statement as to an 
option drawn by him, but additions 
Se of which he was not cognizant, 
Explains drawing up agreement of sale 
between Ryan and Fowler, 2611. / 
Copies of letters and telegrams filed, 2612. 


MAGEE, Charles— 
Examined by MR, SHEPLEY. 


Official connection with the Union Trust 
Co. defined, 2745. 

Accepts position temporarily as President 
gras reorganized Union Trust OCo., 

Jgnorant of financial arrangements made 
on recent acquisition of Union Trust 
Co. stock, 2746. 


McDONALD, Duncan J.— 
Examined by MR, SHEPLEY. 


Official position in the Union Trust Co. 
defined, 2618. : 

Duty to write up minutes of Union Trust 
Co. and Great West Land Co. Board 
meetings, 2618. 

Identifies hand-writing in Minute Book of 
Union Trust Co. and Great West Land 
Co., 2619. 

Material from which minutes were copied, 
2619. 

Disposition of copy after the minute is 
entered in the book, 2619. 


Examined by MR. SHEPLEY. 


Official duties defined, 2523, 

Asked for and promised certain documents 
and papers in his custody relating to 
the Union Trust Co, and its dealings 
in Northwest lands, 2523. 


Recalled. 
Custom and practice of Directors signing 


attendance book at Board meetings ex- 
plained, 2610. 


MASTEN, Mr., heard on right of Commis- 


sion to examine certain bank accounts, 
2495. 


O’GrRaby, Gerald D. C.— 


Examined by MR. SHEPLEY. 


Official duties defined, 3049. 

Negotiations related of purchase of the 
stock of the Union Trust Co., 3049. 

Commission to be paid the agent of the 
Union Trust Co. in the sale of the stock, 
amount of, 3049. 

Cheque paid to agent of Union Trust Co. 
as commission produced and copy filed, 
3049. 

Option secured by agent of Union Trust 
Co. on an allotment of stock in the re- 
organized Union Trust Co. and deposit 
made, 3050. 

Deposit forfeited on failure to take up 
option, 35050. 


ORONHYATEKHA, Dr.— 


Examined by MR. SHEPLEY. 


Official connection defined, 2195. 

Early history of the Order narrated, 2195. 

Legislative foundation of the Order, 2195. 

First Ontario License, when obtained, 2195. 

Principles of the Order explained, 2196. 

Meaning of friendly society benefits, 2196. 

Kindred societies, compared with, 2196. 

Kindred societies, Ancient Order of Forest- 
ers, 2196. 

Kindred societies, Ancient Order of Unit- 
ed Workmen, 2196. 

Kindred societies, Royal Arcanum, 2196. 

Membership, both male and female, 2196, 

Insurance benefits only extended to ladies, 
2196. 

Supreme Court, how constituted, 2196. 

Representatives to a High Court, how 
elected, 2197. 

Representatives to Supreme Court, how 
elected, 2197. 

Number of High and Subordinate Courts, 
2197. . 

Established in what territories, 2197. 

Number of Subordinate Courts required 
to constitute a High Court, 2197. 

System of assessment employed by Subor- 
dinate Courts, 2197. 

Powers of Subordinate Courts to levy as- 
sessments, 2198. 

Social features of the Order, how main- 
tained, 2198. 

Assessments to be applied to mainten- 
ance, 2198. 

Maintenance expenses defined, 2198. 

Power of Subordinate Courts to assess for 
maintenance unlimited, 2198. 

Other sources of revenue for mainten- 
ance, 2198. 

Sutordinate Courts, absolute control over 
its maintenance fund, 2199. 

eon fixes a minimum initiation 
ee, 

Power of Supreme Chief Ranger to veto 
Rak of Subordinate and High Courts, 
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Modifications allowed in Ritual in certain 
cases, 2199. 

Meetings of Subordinate Courts, when 
held, 2199. 

Maa forms of entertainment allowed, 
199 

ee sci to High Court, how elect- 
e 

Representation by population the: basis, 
99, 


General laws governing the representation 
of High Courts, 2200. 

Functions of the High Courts, 2200. 

Bee eae of High Courts, how derived, 

Pepa gee of supplies, how disposed of, 

Capitation tax, its limitation and how ob- 
tained, 2200. 

Capitation tax of High Courts, how de- 
termined, 2201. 

Capitation tax of Supreme Court, how de- 
termined, 2201. 

High Couris entitled to Charter fees, 2201. 

Concurrent jurisdiction of Supreme and 
High Courts to. establish Subordinate 
Courts, 2201. 

Classes of expenditure falling within the 
ambit of the Supreme Court, 2201. 

Organizers chiefiy under the control of 
the Supreme Court, 2201. 

Salaries paid to High Court officers, 2202. 

Donation to High Chief Ranger, 2202. 


Representation of the Supreme Court, 
how determined and limited, 2202. 
Executive Officers of Supreme Court, 2202. 
Executive bodies, Executive Council, 2202. 
Executive bodies, Loaning Board, 2202. 


Sources of revenue controlled by Supreme 
Court, 2203. 
Percentage of Mortuary Fund taken for 
Management expenses, 2203. 
Registration and certificate fees remitted 
at certain periods of the year, 2203. 
Registration and _ certificate fees, their 
nature, 2203. 
Charter fees, whence derived, 2203. 
Encampment. of Royal Foresters, its con- 
stitutional status, 2203. 
re Knights of Pythias, 2203. 
re I. O. Oddfellows, 2203. 
re Knights Templar, 2203. 
re Masonic Order, 2203. 
Satisfaction derived from wearing fine re- 
galia, 2204. 
Charter fees of Royal Encampment and 
High Court, 2204. 
Order Extension Fund, its purpose, 2204. 
Assessment levied to maintain the Order 
Extension Fund, how graded, 2204. 
Suspension penalty for failure to nay tax 
imposed by Supreme Court, 2204. 
Supreme Court fixes premium rates, 2204. 


Mpaareeg of premium rates, when effected, 


Method of computing premium rates, de- 
tailed, 2205. 

Be Court revived and reconstitut- 
e 

Emergence of Canadian Order from the 
United States Order, 2205. 

BAS ae of the old premium rates, 
Destination of premium rates, when col- 
lected, 2206. 

heer ranged under various headings, 


Mortuary Fund, its purposes, 2206. 
Sick and Benevolent Fund, optional, 2206. 
Senn Benevolent Fund, how applied, 


General Fund, of what composed, 2207. 

Orphans’ Home, where situated and how 
maintained, 2207. 

Salaries and organizing expenses, how de- 
frayed, 2207. 

Dominion Certificate, when obtained, 2208. 

Powers under the Ontario Charter, 2208. 
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Reasons for procuring a Dominion Certi- 
ficate, 2208. 

Investments confined to securities prescrib- 
ed by Statute, 2209. 

Initial steps to secure Dominion legisla- 
tion, 2209. 

Opposition to such legislation, 2209. 

Opposition by Commercial Insurance Com- 
panies, 2209. 

Opposition by Confederation Life, 2209. 

Opposition by financial papers, 2209. 

Opposition by Insurance Department, 2209. 

ree to original Bill, their nature, 
2209. 

Dissection of the vrovisions of the Bill as 
originally introduced, 2210. 

Memorial of Insurance Department to 
Chairman of Banking and Commerce 
Committee, disapproving of the propos- 
ed legislation, 2211 

Constitutional powers to levy special as- 
oe inane on certain events happening, 
2211: 

Effect of safety clause on the level prem- 
iums of the I.0.F., 2213. \ 

Level premium companies and fraternal 
societies differentiated, 2213. 

Memorandum of actuary of Insurance De- 
“partment against granting legislation, 
filed, 2213. 

Clauses striken out of Bill when before 
Parliament, 2214. 

Premium established to carrv risk one 
year, sufficient to carry it through life, 
affirmed, 2214. 

No objection to valuations which ought 
to be applied to fraternal societies, 2215. 

Lapses not used to pay surrender values 
and dividends, 2215. 

Amount of money required by the Order, 
compared to old line companies. 2215. 

Inspection always approved of, 2215. 

Maintaining a reserve not required from 
fraternal societies, 2216. 

Level premium business modified by an 
assessment power, constitutes a differ- 
ence, 2216. 

Objections to the statement on memoran- 
dum that Order was an assessment com- 
pany, 2216. 

The legislation of 1889 eventually obtain- 
ed, 2217. 

Application for certificate to be recogniz- 
ed as a fraternal benefit society, 2217. 

Purposes for which certificate was requir- 
ed, 2217. 

Application to be registered as an assess- 
ment company referred to the Treasury 
Board, rulings thereon, 2218. 

Opinion of Department of Justice on the 
application, 2219. 

Further legislation obtained. 2220. ; 

Modified opposition to this further legis- 
lation, its nature, 2220. 

Powers secured to increase their holdings 
of real estate, 2220. 

Powers given to limited investments ont- 
side Canada, 2220. 

Preparing to actively extend organization 
in foreign countries, 2221. 

Requirements of Insurance Department 
on obtaining a license, 2221. 

Change of attitude of Insurance Depart: 
ment to the Bill of 1896, 2222. 

Change of constitution to levv a anecial 
ped EY on failure of available Funds, 

2 


Conditions never arose to make a special 
assessment, 2222. 
Opinion of ‘““Economist” on insurance mat- 
ters questioned, 2223. 
oe etre in England as a friendly society, 
Bor 


Voluntarily abandons license in England 
as a friendly society, 2223. 

Secures general license, and makes de 
posit with Government, 2223. 

Challenges accuracy of published state- 
ment made in London, 2223. 
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History of Order sets actuarial computa- 


tions in a very bad light, 2223. 

Literature published without authority 
and recalled, 2224. 

Insurance company grafted on to friendly 
society privileges, 2224. 

Sources of income available to meet ex- 
penses of management, 2225. 

Expense ratios between the two systems 
extracted from Parliamentary Report 
filed, 2225. 

British Insurance Department accepts 
Canadian securities on deposit, 2225. 
Legislation of 1895 opposed by friendly 

societies, 2226. 

ea re Ancient Order of Foresters, 

Legislation re Canadian Order of Forest- 
ers, 2226. 

Legislation te Royal Templars of Temper- 
ance, 2226. 

Revort of 8. C. R. to Supreme Court, on 
Act of 1895, withdrawn, 2227. 

Authority to re-introduce the Bill, 2227. 

Report of Supreme Court recommending 
increased endowment benefits, 2240. 

Reasons why the Order shou'd not be 
compelled to maintain a reserve, 2242. 

coer and Blackadar rates contrasted, 

How medical selection affects rates, 2242. 

Impxired lives acepted by old line com- 
panies, 2243. 


Mortality rates of companies taking im- 
Peet lives taken and applied to I.0O.F., 

Lapses lessen premium rate, 2243. 

Benefit of medical selection and its effect 
on premium rates, 2243 

Maintenance of a legal reserve unneces- 
sary because of power to levy extra as- 
sessments, 2244. 

Profits from lapses, 2244. 

Contract can be terminated by miscon- 
duct, 2244. 

Suspension on change to extra-hazardous 
occupations, 2245. 

Report of §S. C. R. when President of 
pra onal Fraternal Congress produced, 

Method of computing rates, 2246. 


pop cnce justifies soundness of rates, 
Rates passed of a cost at age of entry, 


First quinquennial report prepared by 
English actuary, 2247. 

Contracts in the nature of renewable term 
assurances, 2247. 

Value to be given to the power to levy 
extra assessments, 2247. 


Becession of members affects premium 
rates, 2247. 
Accession of members affects mortality 
rates, 2247. 
Hee of surplus to insurance in force, 
Gorrerks statement made previous day, 


Effect of accession and recession of mem- 
bers on premium should not be includ- 
ed, 2248. 

Rates established by the different tables, 
are their effect on the cost of insurance, 

Management expenses and volume of busi- 
ness of old line companies compared 
with fraternal orders, 2249. 


Management expenses and volume of busi- 
ness of one old Jine Company compared 
with I.0.F., 2249. 

as “Insurance Observer” on I.0.F., 
2249. 

Profits on lapses, amount of, 2250. 

No rebates allowed, 2250. 

Suicide claims not paid in full. 2250. 

Impaired risks not accepted, 2250. 


Expected mortality by Govt. standard 
greater than actual in I.0.F., 2251. 

Inaccurate calculations of actuaries with 
regard to I.0.F., 2251. 

Accumulations of surpluses recited, 2251. 

Inaccurate forecast of English actuary a6 
to the future of the Order, 2251. 

Wrong methods of calculation in valuing 
fraternal Society assets, 2251. 

Memorandum of figures used filed in arriv- 
ing at foregoing deductions, 2251. 

Ordinary methods of computing reserves 
not applicable to I.0.F., 2252. 

Objects of a reserve, to keep premium level 
throughout life of policy, 2252. 

Safety clause, same character as legal 
reserves of old line Companies, 2252. 

Theory of a legal reserve defined, 2252. 

Experience of I.0.F. more reliable than 
actuarial calculations, 2253. 

Method of valuing I.0.F. policies accepted 
by the British Board of Trade, 2253. 

Returns of above filed, 2253. 

Deficiency on customary method of value 
ing liabilities, 2253. 

Growth of surplus notwithstanding., 2253. 
Report of British actuary of I1.0.F. to 
British Board of Trade on value of lia- 
bilities, 2254. : 
Valuation balance sheet of I.0.F. scrutins 

ized, 2255. \ 

Liabilities increase in ratio to increase of 
surplus, 2255. 

Remoteness of having to invoke safety 
clause maintained, 2256. 

Effect on membership, should safety clause 
be invoked, 2256. 

Genera! effect of extra assessment on mem- 
peri in other fraternal Societies; 
2256. 

Difficu'ties of re-insurance in case of dis: 
solution hypothetically considered, 2257. 

Average percentage of increas? in premium 
rates, how calculated, 2257. 

Legislation to increase holdings of real 
estate, 2257. 

Opposition to such legislation by Insur- 
ance Department, 2258. 

Temple Building, establishing head-quart: 
ers, 2258. 

Supreme chief officers, their names and 
official positions, 2260. 

Powers of the Supreme Court, 2260. 

Depletion of general fund shown by ans 
nual returns, 2260. 

Powers of the Executive Council, 2260. 

Companion Courts, their nature, 2261. 

Juvenile Courts, of whom composed, 2261. 

Powers of the Supreme Chief Ranger under 
the constitution, 2261. 

Provisions in constitution when a member 
of the Executive Council becomes dis- 
qualified, 2261. 

When forfeited moneys may be appro 
priated, 2262. 

Constitutional powers of Supreme Chief 
Ranger, 2263, 

Officers whom he may appoint, 2263. 

Power of deciding disputed constitutional 
questions, 2264. 

Power to call a special meeting of Sue 
preme or High Courts, 2265. ‘ 
Power of Executive Council to initiate 

policies, 2265. 

Power to suspend charters and members 
and to administer the law generally, 
2265. 

Powers over banking, 2266. ; 

Powers to delegate by written commission, 
2266. 

Initial steps to extend the Order into 
other countries, 2266. 

Modus operandi of making the first start, 
2267. 

Establishment of the Order in Great Brit 
ain, 2267 

Mortuary receipts in United Kingdom exs 
tending over several years, 2268. 
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Other receipts in the several years, 2268. 

Disbursements during these several years, 
2268. 

Large additional expense incurred in open- 
ing of new fields, 2269. 

Establishment of the Order in Europe, 2269. 

Endeavors to establish the Order in Kgyipt, 
2269. 

Difficulties encountered in France, 2270. 


Resistance to attempts to put the Order on 
the footing of a regular insurance com- 
pany, 2270. 

{nstitution of the first European’ High 
Court, 2271. 

Establishment of the Order in India and 
Australia, 2271. 

Power of S. C. R. to make deposits with 
Governments and establish rates, ete., 
in opening up foreign fields, 2271. 


Special rates in unhealthy climates, 2272. 

sore on which rates were calculated, 

Deposits made in India and Australia, for 
expenses, licenses, etc., 2272. 

Closing up the work in India, 2273. 

Purchase of curios for decorating Temple 

_ Building, 2273. 

Inspector General sent to Australia, 2274. 

Financial arrangements made to carry on 
the work in France, 2275. 

Project to allow Australian High Court 
to grant sick kenefits disallowed, 2275. 

Mortuary and other receipts in European 

_ extensions during several years, 2276. 

Disbursements during same period, 2276. 


Mortuary and other receipts in India dur- . 


ing several years, 2277. 
Pe cae during the same _ period, 


Reasons for deciding to retire from cer- 
tain foreign fields, 2277. 

Mortuary and other receipts in France 
and Belgium during several years, 2278. 

ee te during the same _ period, 


Mortuary and other receipts in Australia 
during the several years, 2278. 

Se MET during the same _ period, 

Cause of the work teing checked-in Aus- 
_ tralia, 2278. 

Details of the Montague incident, 2279. 

Refusal of Australian Government to 
grant a Royal Commission, 2279. 

Subsequently appointed, reasons for, 2279. 


Abstracts from ‘‘Australian Insurance and 
Banking Record” discussed, 2280. 

Counsel appearing before the Royal Com- 
mission, 2282. 

Contract between S. OC. R. and Dr. Mon- 
tague for appointment on Australian 
Mission filed, 2283. 

Hetracts from “E:onomist” and “Monetary 
Times” re Montague incident filed, 2284. 


Medical selection theory not disproved by 
mortality experience in Australia. 2286. 

-General disbursements in Australia during 
several years, 2286. 

Expenses in Australia considered exces- 
sive, 2287. i 

Policy of retrenchment began, 2287. 


Executive Council opposed to pushing work» 


in foreign fields, 2287. 

8. C. R. personally in favour. 2287. 

8. C. R. recommends discontinuing to push 
work in certain foreign fields, because 
it was the will of the Executive Coun- 
cil, 2288. 

Statement showing receipts and expendi- 
tures in over-sea fields filed, 2289. 

yey of material sent to Australia filed, 

Action of Insurance Department with re- 

spect to the general fund, 2289. 

Net ledger »ssets, how ascertained, 2289. 
Increasing deficits, yearly overdrafts, 2290. 


Action taken to pay off the increasing de- 
ficits, 2290. 

Nature of contingent fund, 2291. 

Constitutional powers to borrow from cer- 
tain funds, 2291. 

Resolution that revenue from lapses 
should remain in the mortuary fund, 
2291. 

Insurance Department disapproves espec- 
ially of any interest for general fund, 
2292. 

Mortuary funds loaned to general fund, 
2292. 


Overdrafts decreasing, 2292. 

Interference of Insurance Department 
with disposition of any of the funds of 
the Order resented, 2293. 

Contract with members does not require 
the maintenance of any mortuary fund, 
2293. 

Supreme Court the right to take the sur- 
plus and use it for any purpose of the 
Order, 2293. 

Mortuary fund domestic legislation, 2294. 

Separation of the various funds and de- 
posited in the Banks, 2295. 

Separation, how and when made, 2295. 

Authorization to borrow from available 
funds for general fund, 2295. 

Sick and funeral benefit fund separated 
from mortuary fund, 2296. 

When the contingency fund becomes part 
of the mortuary fund, 2296. 

Amount of borrowings from the different 
funds to maintain the general fund, 
22.96. 

Issue of debentures to repay the horrow- 
ings from the several funds, 2297. 

Statement of the general fund, shewing 
its indebtedness to the general fund 
filed, 2298. 

Expenses of meetings of Supreme Court, 
their nature, 2298. 

Statement of expenses of Supreme Court 
meetings at various times filed, 2299. 
Allowances paid to delegates to Supreme 

Court meetings, 2299. 

Salary of Supreme Court Ranger, 2300. 

Salaries of Execvtive Officers, 2301. 

Sums paid to English actuaries, 2302. 


Salaries and organizing expenses in Unit- 
ed Kingdom. 2302. 

Table*in respect of difference between old 
and new rates produced and filed, 2303. 

New rates only applied to new members, 
2303. / 

Memorandum—comparison cost per mem- 
ber in Australia I.0.F. and cost of mem- 
ber in old line Canadian company fil- 
ed, 2303. 

Expenses of Hon. W. H. Montague in Aus- 
tralia, 2304. 

Reasons for an extra allowance, 2304. 


Commissions and tonuses paid to organ- 
izing officers, 2304. 

Effect of retrenchment policy on the de- 
crease in expenses, 2304. 

Economizing in the management of the 
official organ, ‘“‘The Forester,” 2305. 


Cost of publication in several years, 2305. 

Legal expenses, their amounts in several 
years, 2306. 

Loss incurred on the Temple Cafe, 2306. 

Reasons assigned for losses on supplies ac- 
count, 2306. 

Funds for the Orphans’ Home, how pro- 
vided, 2306. 

Issue of debentures to renay borrowings 
ate other funds re Orphans’ Home, 
307. 

Constitutional powers to control nublica- 
tion of letters, circulars, etc., 2308. 

Suspension of a charter, reasons for, 2308. 

Methods adopted to regulate secession 
movements, 2309. 

Channels through which grievances can 
be aired, 2309. 
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Initial steps to create a subsidiary cor- 
poration to handle investments, 2310. 

Negotiat ons with Provincial Trust Com- 
pany, 2310. 

Policy adopted to purchase a controlling 
interest. 2311. 

Creation of a new corporation not prac- 
ticable, 2312. 

Moneys advanced to purchase stock of 
Provincial Trust Company, 2313. 

Surrender of old charter of Provincial 
Trust-e Company and issue of new charter 
for Union Trust Company, 2314. 

First Board of Directors of Union Trust 
Company, 2314. 

Bas's upon which the va‘uation of shares 
was to be made, 2315. 

Letter giving progress of negotiation for 
purchase of stock filed, 2315. 

Excess of liabilities over assets of Pro- 
vincial Trust Company, 2315. 

Statement of Provincial Trust Co. filed, 
2316. 

Negotiations for employment of General 
Manager of re-organized Company, 2316. 

Increasing capital stock of Union Trust 
cae beyond that of the old Company, 

Resolution to have Union Trust Coy.— 
ee moneys at fixed rate of interest, 

Letter of General Manager on policy to 
pursue in conduct of Union Trust Com- 
pany filed, 2318. 

Final meetings of Provincial Trust Com- 
pany—notice filed, 2318. 

Letter to General Manager on the, consti- 
tution of the new Board of Directors fil- 
ed, 2319. 

Form of agreement with the National 
Trust Company filed, 2319. 

Letter from I.0.F. Counsel intimating that 
assets of Provincial Trust Coy. were 
ready to be taken over, filed, 2319. 

Supreme Court enters into agreement with 
Union Trust Company, 2319. 

Petition to increase capital stock, signers 
of, 2319. 

Agreement with Union Trust Coy. read 
and filed, 2320. 

PNCEETE of agreement as to investments, 

Certificate of shares filed, 2321. 

Accruing commissions, assets of the Pro- 
vincial Trust Company, 2321. 

Report of Counsel on the assets and lia- 
pues of Provincial Trust Coy. filed, 

Petition for the surrender of the charter 
La Provincial Trust Company read, 

Union Trust Company to realize on old 
assets and indemnify I.0.F. from  pro- 
ceeds, 2323. 

No direct authority to purchase stock 
in Trust Company, 2324. 

Agreement with Union Trust Ooy. re- 
auires investments in securities which 
the Order would be legally entitled 
to make, 2325. 

Union Trust Company not required to ob- 
serve the demands of the Insurance 
Act in investing in securities. 2325. 

Relation and position of Wnion Trust Com- 
pany to the I.0.F. defined, 2326. 

Statement showing that by applying 
lapses, I.0.F. rates are equal to Na- 
ae Fraternal -Congress rates, filed, 

Rens of loss on Temple Cafe filed, 


Statement of rentals of Temple Building 
filed, 2327. 

Evidence of stockho'ding in Provincial 
Trust Comnpany filed, 2327. 

Correspondence - between Counsel in nego- 
tiation for purchase of Provincial Trust 
stock filed, 2328. 


Statement of I.O.F. Counsel’s dealings in 
purchase of Provinciai Truszi Co. filed, 
2329. 


Examined by MR. TILLEY. 


Commutation of commissions paid to the 
Standard Bank, 2329. 

Resolution of the Supreme Court approv- 
ing of plans of erection on Temple 
Building, 2330. 

Legislation obtained to increase holdings 
of real estate, 2330. 

Site of Temple Building, how procured, 
Zoo 


Formation of the Realty Company, its ob« 
ject, 2333. 

Control yin the) Ove. 2355.0 

Resolution of Supreme Court to. secure 
additional legislation necessary to hold 
the Temple Buildings, 2334. 

Tracing the claim of title in the Temple 
Building, 2334. 

Acquiring the annex to the Temple Build- 
ing, reasons for, 2334. 

Title of Temple Bui: ding vested in I.0.F. 
after securing legislative power to in- 
crease their ho.dings of real estate, 
NS: 

Temple Building brought under the Land 
Titles System, 2335. 

Tota! cost of Temple Building and annex 
filed, 2336. 


Examined by MR. SHEPLEY. 


New Hampshire license cancelled, reasons 
LOG 2600. 

Application for re-license refused, because 
of connection with Union Trust Com- 
pany, 23537. 

Report of Supreme Chief Ranger to Ex- 
ecutive Council to curtail work in for- 
eign fields and dispose of controlling 
interest in Union Trust Company, 2338. 

Resolution to effect sale of controlling 
interest in Union Trust Company, 2339. 

Negotiations to consolidate the Union 
Trust Company with some other Trust 
Company, 2340. 

Parties to the negotiation, 2340. 

Agreement of sale, transfer of Foresters’ 
shares and price paid, 2340. 

Deposit receipt for part payment on con- 
clusion of sale, 2341. 

Postponement of balance of purchase 
money, 2341. 

Shares held as security for payment of 
balance, 2342. 

Effect of new arrangement on percentagé 
of investments, 2342. 

Retention of proportionate representation 
on the Board of the new Trust Com- 
pany to be created, 2343. 

Agreement with the new Trust Company 
filed, 2343. 

Managers and Board of the new Union 
Trust Company, names of, 2344. 

Offer refused to pay over the whole of thé 
purchase money, 2344. 

Investment of the funds of the Order in 
North-West lands on mortgage, 2345. 
Personnel of the syndicate managing the 

North-West land investment, 2346. 

Valuation made of lands before advance 
was made, 2346. 

Details of mortgage discussed, 2347. 

Mortgage and Trust Deed given to I.0.F. 
for security on advance re North-West 
Lands filed, 2348. 

Mortgage account increased by interest 
accretions, 2348. 

Impropriety of connection with syndicate, 
action taken thereupon, 2348. 

Proposition to re-convey syndicate rights 
to Union Trust Company, 2348 
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He one nce to Union Trust Company, 

2349. 

Sa.e of lands to Western Canada Settlers 
Mutual Land Company, 2349. 

ae: will go ultimately to the Order, 
2349. 


Tables comparing minimum rates of Do- 
minion and Ontario Government stand- 
ards put in and filed, 2350. 

Site for Orphans’ Home, Foresters’ Is- 
ae donated by Supreme Chief Ranger, 

Ole 

Foresters’ Island conveyed to Foresters as 
a gift to be free of encumbrance, 2351. 

Account re Orphans Home filed, 2351. 

Statement of account of Temple Building 
filed, 2351. 

Foresters’ money loaned to Great West 
ene Company to purchase C.P.R. lands, 
Great West Land Company shares trans- 
ferred to Supreme Chief Ranger, 2351. 
Instructions to have the shares re-trans- 

ferred, 2351. 

Personnel of the syndicate in Great West 
land transaction, 2351. 

Union Trust Company finances, the land 
purchase of syndicate, 2352. 

Transactions of Union Trust Coy. which 
met with disapproval of S.C.R., 2353. 

Managing Director of Union Trust Coy. 
disobeys orders of the Directors, 2353. 

Sea a non-dividend bearing stocks, 

ere ry 

Colonization scheme being carried out in 
an abridged form, 2354. 

Investments made by Union Trust Coy. 
considered as investments made by the 
Order, 2354. 

Acquires Kamloops Lumber Coy. timber 
limits and saw mills, 2354. 

ee of knowledge of the transaction, 


Recalled and examined by MR, SHEPLEY. 


Contradicts statement of a previous wit- 
ness relating to the bonus stock allotted 
him in Great West Land Co., 2746. 

Payments received on acount of North 
West lands held in trust for the Or- 
phans’ Home, 2746. 

Private funds used in paying off liabili- 
ties of the Orphans’ Home, 2747. 

Private secretary manages. personal aco- 
counts, endorses cheques and receives 
moneys, 2747. 

Profits on Montague Syndicate lands, sup- 
posed to be turned over for the benefit 
of the Foresters, 2747. 

Brief outline of the Foresters’ coloniza- 
tion scheme, 2748. 

Disappointment of action of Executive in 
Te policy of colonization scheme, 


Agreement between the Foresters and Sal- 
vation Army for commissions to be paid 
on sales of lands, 2748. 

Particulars of agreement regulating set- 
tlers on land, 2749. 

Greyman with Salvation Army filed 


Re-affirms understanding that compensa- 
tion stock was not to be given up, 2749. 

Statement as to private resources, and 
final disposition of property to revert 
to the Foresters, 2750. 


Pirz, Sidney H.— 
Examined by MR, SHEPLEY. 


Professional position defined, 3259. 

Statement of expense ratio of I. O. F. 
contrasted with regular line insurance 
companies, explained, 3259. 

Tables employed in reporting on the pre- 
mium rates of the I.0.F., 3260. 


Present I.0.F. rates insufficient to meet 
obligation under National Fraternal 
Congress Tables, 3261. 

Comparison of mortality rates from ex- 
perience of I.0.F. with other Tables pro- 
duced and filed, 3262. 

Tables of Mortality rates prepared by Ac- 
tuary of I.0.F., on different experiences, 
produced and filed, 3263. 

Tables prepared experimentally, shewing 
the lapse rate, produced and filed, 3263. 

Previous evidence of Supreme Chief Ran- 
ger of I1.0.F., reviewed on methods of 
valuation, 3263. 

Report of Actuary of I.0.F. on subject 
of valuations, criticized adversely, pros 
duced and filed, 3264. 

Effect of extra assessments on the mem- 
bership of friendly societies, 3265, 

Opinion expressed on the consistency of 
the mortality rate in the I1.0.F. and 
other friendly societies, 3265. ‘ 

Maintenance of an adequate reserve in 
friendly societies desirable, 3266. 

Renewed application of I.0.F. Counsel to 
have filed a Mortality Table prepared 
on data furnished by the Actuary of 
the I.0.F., 3266. 

Application refused on the ground that 
Table is misleading and inaccurate, 
3266. 

Affidavit of English Actuary in rebuttal 
of previous evidence of Supreme Chief 
Ranger, on Mortality Tables as affecting 
the funds of the Order of I.0.F., pro- 
duced and filed. 3267. 

Opinion of the preferable Mortality Table, 
to, be adopted for fixing rates of frater- 
nal insurance, 3268. 

Value of the power to make mortuary as- 
sessments as a safety clause in fraternal 
insurance, 3268, 5 

Factors to be considered in fixing these 
rates, 3268. 

Mortuary assessments of I.0.F., when 
available, 3268. 

Tables of lapses in I.0.F. produced and 
filed, 3270. ; 

Necessity for raising rates in I.0.F. all 
round affirmed, 3270. : 
Tables of various Actuaries of lapses in 
L.O.F., indicating comparisons produced 

and filed, 3270. } 

Grant’s lapse rate Table in I.0.F., pro- 
duced and filed, 3271. , 

Blackadar Table of rates in I.0.F., pro- 
duced and filed, 3271. 


PRITCHARD, Arthur W. 


Examined by MR. TILLEy, 


Present occupation and prior connection 


with Government of Manitoba narrated, 
3037. 

First negotiation with the Union Trust 
Co. or I.0.F. for the sale of lands, 3037. 

Trouble with Hon. Dr. Montague over 
commissions, 3037. 

Communicates with head of the Coloni- 
zation Co., 3037. 

Arranges for the sale of the Kirkella lands 
to the Union Trust Co., 3038. 

Division of commissions paid on sale of 
Kirkella lands, 3038. ‘ 

Connection with the sale of the Carrot 
River lands to Union Trust Co, defined, 
3039 


Lands inspected by purchaser of Carrot 
River lands, 3041. 

Negotiations for sale carried on directly 
with managing director of Union Trust 
Co., 3041. 

Divides commission with managing direc- 
tor of Union Trust Co., 3042. 

Further division of Commission with Pre- 
sident of selling company, 3042. 
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Circumstances under which the President 
of the selling company demanded a 
share of the commission, 3043. 

Quality of the Carrot River lands, 3043. 

Negotiations opened for the sale of the 
Swan River lands to the Union Trust 
Co., 3044. 

Quality and possibilities of the Swan 
River lands, 3044. 

ete asked for the Swan River lands, 


Commission to be paid for selling, 3045. 

Conversations had with Managing Direc- 
tor of Union Trust Co. relative to pur- 
chase of Swan River lands, 3045. 

Commission to be paid communicated to 
ee Director of Union Truss Co., 


Representations made to induce a speedy 
sale, 3046. 

Previous efforts made to sell the Swan 
River lands, results of, 3046. 

Commission to be paid the purchaser’s 
agent, 3046. 

Bean to be paid the seller’s agent, 


Commission actually received, 3047. 

Travelling expenses, how paid, when ne- 
gotiating sale of land, 3048. 

Voluntarily resigns private secretaryship 
to Prime Minister, 3048. 

Reasons for resignation, 3048. 


ROBLIN, Hon. Redmond P.— 


Examined by MR. TILLEY. 
pena owner of Swan River lands, 
a 


Qualifies evidence of a previous witness 
relating to agency of sale of lands to 
Union Trust Co., 3131. 

State terms on which offers of the lands 
have been made, 3132. 

Party to whom instructions were given to 
sell the lands, 3133. 

Declares statement of a previous witness 
as “absolutely untrue,” 3133. 

Denies all knowledge of details of nego- 
tiation for sale of lands, 3134. ae 
Honorarium paid in lieu of commission 
to party promoting sale of land, 3134. 
Reasons given for Mr. Pritchard resigning 
position in Civil Service of Manitoba, 

3135. 


Ross, Geo. W.— 
Examined by MR. SHEPLEY. 


Official connection with the Union Trust 
Co. defined, 2613. 

Has no recollection of anything relating 
to surrender of bonus stock, 2615. |. 
Has no recollection of moving a resolution 
ratifiyng the agreement between the 
Union Trust Co. and the Great West 
Land Co. to exchange their stock for 

mortgage. 2615. 

Methods adopted by Union Trust Co. to 
realize on the lands, 2616. 

Custom and practice of signing the at- 
tendance book at Board Meetings ex- 
plained, 2616. 

Attendance Book of the Union Trust Co. 
filed, 2616. 

More conversant with the general law pol- 
icy of the Union Trust Co. than any 
particular transaction, 2617. 


Ryan, Peter— 


Examined by Mr. SHEPLEY. 
Option given to sell B. C. Timber Limits, 
2436 


Agreement for sale, 2437. 
Conveyance of the property to whom, 2438. 


Difference in consideration between the 
agreed price and price at which the 
property was finally conveyed, 2438, 

Difference in price to be returned, and 
how, 2439, 

Recollections of conversations had relat- 
ing to the difference in price, 2440. 
Destination of the amount of difference 

in price, 2441. 

Refusal to answer question relative to 
destination of amount of difference in 
price, 2442. 


Recalled. 
Aeron permission to make a statement, 


First connection with an industrial en- 
terprise in British Columbia, 2524. 

Amount of capital invested, 2524.’ 

Transfer of lumber properties to the 
Union Trust Co. detailed, 2525. 

Accounting to associates for proceeds of 
sale, 2525. 

Testimony before commission coincides 
with testimony in B.C. courts, 2525. 

Complains of treatment received from Do- 
minion Counsel, 2525. 


SCHOLFIELD, George P.— 


Examined by MR. SHEPLEY. 


Connection with Great West Land Co, how 
brought about, 2606. 

Subscribes for stock, and in addition geta 
bonus stock, 2606. 

Understood the bonus stock issued was 
aa property of the Union Trust Co., 

Shortage in acreage of lands explained 
as due to lands under water, 2608. 

Informed of the parties interested in the 
lands purchased from OC, P. R., 2609. 

Recollection of the options exercised by 
the Union Trust Co. in their different 
attitudes towards the Great West Land 
Co., 2609. 

Approves of the bonus stock being given 
up by the Union Trust Co., 2609 

Bonus stock went back to the syndicate, 
not the Great West Land Co., 2609. 


ScCHURMAN, Chesley— 


Examined by MR. SHEPLEY. 


Nature of official duties, 2525. 

Account of G. W. Fowler in the Bank of 
Nova Scotia examined, 2526. 

Statement of Bank account filed, 2528. 

Statement of cheques passing through the 
clearing house filed, 2529. 


STEVENSON, Elliot G.— 


Examined by MR. SHEPLEY. 


Official connection defined, 2354. 

Appointment as Supreme Chief Counsel- 
lor, duties of. 2354. 

Investigation of various insurance meth- 
ods, 2355. \ 

Approves evidence of Supreme Chief Ran- 
ger on the maintenance of a reserve, 
2355. 

Controlling reasons for the organization 
of the Union Trust Company, 2356. 

Understanding of the arrangement to take 
over the assets of the Provincial Trust 
Company, 2357. 

Negotiations to secure a General Mana- 
ger for Union Trust Coy., 2357. 

Volume of investments of Foresters’ mon- 
ey through Union Trust Coy., 2357. ; 

Powers of the Union Trust Coy. to in- 
vest in real estate, %558. 
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Funds of the Order entrusted to Union 
Trust Coy. were to be invested in se- 
curities authorized by the Insurance 
Act, 2358. 

Director of Union Trust Coy. from the 
beginning, 2358. 

Proposed Quebec investment culminated 
in the Kamloops investment, 2359, 

meee hy proposition, how first presented, 


Objection to the proposition to borrow 
from the Union Trust Coy. all the money 
required to finance the Quebec Timber 
Limits, 2359. 

Grounds of objection, incompatible with 
Trusteeship, 2359. 

Quebec Timber Limit property abandoned 
after inspection, 2360. 

Impropriety of investment of trust funds 
ye further private interests discussed, 

0. 

Attitude of the parties representing the 
Foresters in the Montague Loan, 2360. 

Relations of the General Manager of Union 
Trust Coy. to the Montague Loan dis- 
tinguished, 2360. 

Details of the Montague Land transac- 
tion, 2361. 

Montague lands and interest of north- 
west lands of Union Trust Coy. passes 
to the Mutual Settlers Land Company, 
2361. 

Agreement consequent thereupon, 2361. 
Policy adopted by Foresters to get out 
of the land business entirely, 2362. 
Amount of money to be ultimately re- 
quired of the Union Trust Coy. to fin- 

ance the land purchases, 2363. 

Knowledge of origin of Great West Land 
Company, 2363. 

Dominion counsel asks for the production 
of the Minute Books of the Union Trust 
Company, 2363. 

Produces letters to show understanding 
of origin of Great West Land Company 
—letters filed, 2364. 

Original parties in the Company, 2364. 

Proposition that Union Trust Coy. ad- 
vance money to buy property for. Great 
West Land Coy., 2365. 

Position of Board of Directors of the two 
companies as trustees of Foresters’ 
funds, 2365. 

Election of two modes of security for ad- 
vance, 2365. 

Stock in Great West Land Coy. taken as 
security for advance, 2365. 

Stock subsequently cancelled and security 
changed to mortgage, 2365. 

C. P. RB. lands sold to a syndicate, 2366. 

Syndicate sells to Great West Land Coy., 
2366. : 

Purchase price paid partly cash and 
partly stock in Gredt West Land Coy., 
2366. 

Transfer of stock to Union Trust Coy. 
and Supreme Chief Ranger as bonus 
for financing transaction, 2366. 

Questions authenticity of a minute direct- 
ing this stock to be transferred to Jand 
syndicate when mortgage was given, 
2366. 

Intention to transfer stock of Supreme 
Chief Ranger for benefit of the Order, 
2366. 

Directors common to Union Trust Coy. and 
Great West Land OCoy., their names, 
9366. ' 

Every dollar advanced was Union Trust 
Coy. money, 2367. 

Minutes of Union Trust Co. produced, 
2367. 


Recalled and examined by MR. SHEPLEY. 


Charter incorporating the New Ontario 
Farm and Town Site Syndicate, Limited, 
powers of, filed, 2370. 


Agreement or option to purchase C. P. R. 
lands; also agreement between Messrs. 
Pope & Fowler and Union Trust Co. to 
purchase said C.P.R. lands filed, 2370. - 

Minute of Directors of Union Trust Co., 
authorizing loan to Ontario Farm and 
Town Site Syndicate Co., Limited, with 
option of mortgage or stock, 2371. 

Consideration of the options offered Union 
Trust Co., their nature, 2371. 

Agreement defining the respective inter- 
ests of the parties in the lands to be 
conveyed by ©. P. R., 2371. 

When and how those interests were dis- 
closed, 2371. 

Shareholders’ meeting of Ontario Farm 
& Town Site Syndicate, minutes of, 2372. 

By-laws passed at meeting, 2372. 


Recitals in agreement defining the inter- 
ests of the respective parties in the 
CoOPeR lands.23735: 

Extent of interest Union Trust Co. were 
pec as consideration for the advances, 

Change of name of Ontario ,Farm and 
ee Site Co. to Great West Land Co., 

Resolution of the Land Company to exe- 
cute agreement with the Union Trust 
Company, 2374. 

Resolution to allot and deliver stock to 
Union Trust Company, 2374. 

Conveyance of Pope and Fowler of land 
to syndicate, 2375. 

Meeting of the Directors of the Great 
West Land Company, annual report and 
financial "statement considered, 2375. 


Statement showing total advances made 
hy Union Trust Company to Great West 
Land Company, 2376. 

Notice of annual meeting of shareholders 
of the Great West Land Company, 2376. 

Acreage of lands acquired by the Great 
West Land Company, 2377. 

Hlection of Directors and officers of the 
Great West Land Company, 2378. 

Suggestion to retire Union Trust interest 
in Great West Land Company by repay- 
ing advances, 2378. 

Separation of interest in lands, North- 
west Land Co. taking desirable, and 
Ontario Land Co. taking less desirable 
lands, 2379. 

Objection made to Directors using trust 
funds for their own profit, 2379. 

Objection referred to professional gentle- 
men on Board and over-ruled, 2380. 

Inconsistent position of Directors as _ trus- 
tees of Union Trust money, pointed out, 
2380. 

Resolution that Union Trust Company 
take stock as security for their invest- 
ment, 2380. 

Conditions under which the Union Trust 
Company monies were brought in to- 
finance Land Companies’ options, 2381. 


Inaccurate report of previous evidence in 
newspapers, compared with official re- 
port confirmed, 2382. 

Union Trust Company elects to take stock 
as security for advances to Land Com- 
panies, 2383. 

Agreement between the Great West Land 
Company and the Union Trust Co., et 
al., to take stock as security, 2383. 

Amount of advances made at date of 
agreement, 2383. 

Assets and liabilities of the Great West 
Land Company, as presented at the an- 
nual meeting of shareholders. 2384. 

Board of Directors of Great West Land 
Company authorize issue of debentures 
as security for advances, 2385. 

Initial movement to convert stock held 
hy Union Trust Company, as security 
for advances into a mortgage on lands 
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held by the Great West Land Com- 
pany, 2387. 

By-laws of Union Trust, Co. and Great 
West Land Company, authorizing exe- 
cution of agreement to convert stock of 
Union Trust Company into a mortgage 
on lands, filed, 2388. 

Understood bonus stock was to remain 
in the Union Trust Uompany, 2389. 
Re-affirms understanding of agreement 
that Union Trust Co. were to surrender 
stock for mortgage, Union Trust Co. 

to retain bonus stock, 2389. 


Recalled and examined by Mr. SHEpLey. 


Legislation obtained changing name of 
New Ontario Farm and Town Sites Syn- 
preate to Great West Land Company, 

Terms of mortgage given by Great West 
Land Company to Union Trust Com- 
pany, 2397. 

Effect of release clause in mortgage, 2397. 

Power to redeem barred on mortgagor 
making default in payments, 2398. 

Mortgage filed, 2398. 

Shareholders’ meeting of Great West 
Land Co. to consider agreement relating 
to assignment and surrender of stock 
of the Great West Land Company, and 
eer ory to Union ‘Trust Company, 

Annual meeting of shureholders of Great 
West Company, 2399. 

aia report and financial statement, 

Dealings in the recent transactions of 
lands of the Great West Company re- 
viewed, 2400. 

Balance due on mortgage, 2401. 

No release given to any part of land un- 
der original mortgage, 2401. 

nen sold and lands remaining unsold, 

bey 

raaees realized and average price per acre, 

01 

Apportionment of profits to holders of 
stock, 2402. 

‘Details of the Quebec Timber Limit trans- 
action related, 2402. 

Particulars of the Shields-Ryan British 
Columbia timber limits purchase, money 
puasuened by Union Trust Company, 

af 

Proportions of interest and parties man- 
aging, 2403. 

Option to purchase and documents con- 
nected therewith called for and _ pro- 
duction promised, 2404. 

Description of property conveyed under 
the purchase, 2404. 

Payments made on account of purchase 
2407. 

Books of Kamloops Lumber Company to 
be produced, 2407. 

Investigating title to property, 2407. 

Operation of the Shields-Ryan British 
Columbia properties, how condzcted, 
2408. ’ 

Acquisition of the Shuswap shingle mill 
property, 2408 

Cost to carry Provincial Timber Limits 
as compared to Dominion Timber l[Lim- 
its, 2408. 

Acquisition of the Okanagan Lumber Co. 
property and price paid, 

Union Trust Company’s increase in pro- 
portion of interest, how brought about, 
2409. 

Parties interested in the Okanagan Lum- 
ber Company, 2409 ; 

Withdrawal of one of the original pro- 
moters of these subsidiary companies, 
reasons for, 2409. 

Payments made on account of the pur- 
chase of the Okanagan Lumber Com- 
pany, 2410. 


Cheques in connection with purchase of 
Kamloops Immber (Co. property pro- 
EN pestbae and fled, 2410. 
equegs re uswap propert duced 
Pie filed, 2411. bi omnes 
eques re Okanagan Co, od 
an produced and 
Reorganization of the Directorate of the 
Kamloops Lumber Oo. initialed, 2412, 


Doubts raised as to the true considera: 
tion paid for the purchase of the Kam: 
loops _Lumber properties, 2413. 

Impression of a fictitious option to pure 
ek overstating the amount advanced, 


The Ryan cheques to Fowler et al., pro: 
duced and filed, 2413, . 

Proceedings taken by the Union Trust 
Co.. to investigate the above impression 
of a fictitious option to purchase, 2414, 


Mr. Ryan said to have confirmed the re 
Lan of a fictitious option to purchase, 

Newspaper report of testimony of Peter 
Anan re Kamloops Lumber OCo., filed, 

Original option to purchase filed, 2414. 

Agreements to perfect the formation of 
the Kamloops Lumber OCo., 2415. 


Relative holdings of stock of the several 
ea in the Kamloops Lumber Co., 
Shares 
2415. 

Holding as trustees, 2415. 

One of the parties to the agreement 
withdraws, 2415. 

Agreement as remodelled after withdrawal 
of party filed, 2416. 

Relative holdings of parties on the re 
modelled agreement, 2416. 

Kamloops Lumber Company agreement 
to purchase the Shuswap Shingle and 
Lumber Co., 2416. , 

Kamloops Lumber Co., option to purchase 
the Okanagan Lumber Co., 2416. 


Considerations which induced the pure 
chase of the Okanagan Lumber Co. 
properties, 2416. 

Absolutely understood Okanagan Lumber 
Co. property was purchased for Kam- 
loops Lumber Co., 2416. 

Report to Directors of Union Trust Co. 
on lumber properties and their cost, 
2416. 

Profits in lumber business accrues from 
enhancement in value of stumpage; 
2417. 

Report filed, 2418. 

Depressed condition of the lumber market 
and scheme devised to realize on their 
investments, 2418. 

Organization of the Independent Lumber 
Co., 2418. 

Ownership of the stock of Independent 
Lumber Co.. almost entirely in Union 
Trust Co., 2418. 

Summary of investments in the Iumber 
properties controlled by Union Trust 
Co., 2418. 

Operations of ths Independent Lumber 
Co., profits from, 2419. 

Funds supplied bv Union Trust Co., 2419. 

Result of efforts made to realize on lum- 
ber investments, 2419. : 

Dangers of loss by forest fires slight, 2419, 

Precautions taken against, 2419. 

Vice of investment in lumber business 
with trust funds, 2420. 2 Sioa 

Auditor’s statement of assets and liabili- 
ties of timber properties, 2420. _ 

Amount realized and amount estimated 
to be realized, 2420. 

Reasons which influenced the Foresters to 
dispose of a controlling interest in the 
Union Trust Company, 2421. 


allotted to qualify directors, 
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Sale of a controlling interest effected, 
and payments made thereunder, 2421. 

Satisfactory nature of arrangement made 
in disposing of controlling interest in 
Union Trust Co., 2421. 


Recalled and examined by MR. TILLEY. 


Commissions received by Mr. Wilson from 
vendees on sale of Union Trust Co. 
oe acting as agent for the vendor, 

05, 

Olaim of commission by Mr. Wilson for 
sale of Great West Land Co. lands, ex- 
tent of, 3106. 

Amounts paid to Mr. Wilson from pur- 
chasers, 3106. 

Confirms previous evidence that bonus 
stock was not intended to be surren- 
dered when stock in Great West Land 
Co. was exchanged for mortgage, 3106. 

Oannot recall an instance when Attend- 
ance Book was not signed at every 
Board meeting, 3106, 

Re-affirms previous statements that in the 
purchase of the Kamloops Lumber prop- 
erties Mr. Fowler was understood to 
be acting with Union Trust Co., 3107. 


WHiTLta, Henry W.— 
Examined by MR. TILLEY. 


Trustee for Swan River lands, 3030. 

Bwan River lands originally purchased, 
and from whom, 3030. 

Discloses names of parties for whom act- 
ing, 3031. 

Original receipt and form of contract at- 
tached to Swan River lands filed, 3032. 

Agent of Union Trust Co. who negotiated 
purchase of Swan River lands, 3032. 

Correspondence with managing director 
of Union Trust Co. on sale of Swan 
River lands filed, 3032. 

Commissions to be paid on sale of Swan 
River lands, 3033. 

Dispute over survey fees, proper party 
to pay, 3034. 


WILSON, Matthew— 
Examined by MR. SHEPLEY. 


Official connection defined, 2665. 

Originally a director of the Provincial 
Trust Co., 2665. 

Executive Committee of Provincial Trust 
Co. interested to secure control, 2666. 

Reasons for securing control, 2666. 

Acting as solicitor, not as director, 2666. 

Negotiations to wind-up or transfer busi- 
ness of Provincial Trust Co., 2666. 

Consultation by certain parties re Pro- 
vincial Trust Co., 2666. 

Advices transferring business of Provin- 
cial Trust Co. to some other corpora- 
tion, 2667. 

Opens negotiations for the disposal of 
business of Provincial Trust Co., 2668. 

Diary of conferences connected therewith 
filed. 2669. 

Second diary on the same matter filed, 
2669. 


Instructions received from Executive Com- 
mittee to investigate and formulate de- 
finite course of action to dispose of busi- 
ness of Provincial Trust Co., 2669. 

Determines the value of the assets of the 
Provincial Trust Co., 2670. 

Estimating assets of Provincial Trust Co. 
and considering modes of transfer, 2676. 

Correspondence with stockholders, 2676. 

Options secured for the sale of stock, 2678. 

Offers received for the assets of the Pro- 
vincial Trust Co., 2679. 


Remuneration for services connected with 
securing a controlling interest in the 
Provincial Trust Co., 2679. 

Remuneration additional to endeavor to 
get every stockholder’s interest, 2679. 

Advances made for purchase of the stock, 
amount of, 2680. 

Foresters as purchasers of stock of Pro- 
vincial Trust Co., when first became 
aware of, 2680, 

Progressive stages in the work of securing 
options on all the stock of the Provin- 
cial Trust Co., 2681. 

Payments made by Foresters on purchase 
of Provincial Trust Uo., stock, 2682. 

mee es in remuneration of services, 

Receipt of moneys refunded filed, 2685. 

Closing of the purchase of the Provincial 
Trust Co. stock, 2685. 

Consents to become a director of the 
Union Trust Co., 2686. 

Right of Foresters to have refund made 
of disbursements in acquiring Provincial 
Trust Co. for Union Trust Co., 2686. 


Unrealized assets of the Provincial Trust 
Co., 2686. 

Provincial Trust Co., first vested in repre- 
sentatives of the Foresters, 2687. 

Controlling interest of Union Trust Co. 
obtained by the Foresters, 2687. 


Subscribes for stock in Union Trust Co., 
and paid calls, 2688. 

Policy adopted of resting all stock of 
Union Trust Co. in the Foresters, 2688. 

First connection with the Great West 
Land Co., 2688. 

Meet parties interested in New Ontario 
Town & Farm Site Syndicate, 2689. 
Introduction of the O.P.R. lands propo- 

sition, 2690. 

Representations made in favor of the C. 
-P, R. lands as an investment, 2691. 

Adjustment of stock purchase account ex- 
plained, 2692. 

Release of all the stock of the Provincial 
ptt Co. to the Union Trust Co. filed, 

Undertaking to produce all the cheques 
issued on purchase of Provincial Trust 
Co. stock, 2693. 

Parties purchasing a half interest in C. 
P. R. lands, 2694. 

Negotiations resulting in the purchase of 
t os whole interest in C. P. R. lands, 
2695. 

Reasons given for changing the half in- 
terest in C. P. lands to the whole 
of the interest, 2696. 

Considerations which induced the acquir- 
ing of all the CO, P. BR. lands, 2698. 


Proposition made to get the Union Trust 
Co. to finance the C. P. R. land pur- | 
chase, 2699. ; 

Parties who first made proposition, 2699. 

Discussions had with the Union Trust Co. 
on the proposition to finance the whole 
C.P.R. land purchase, 2700. 

Scruples expressed as to the impropriety 
of the Union Trust Co. financing the 
O.P.R. land purchase, 2700. 

Review of evidence of Sir John Boyd and 
erroneous impressions pointed out, 2701. 

Objections made to the high rate ‘of in- 
terest proposed to be charged by the 
Union Trust Co. for the advances on 
land purchase, 2704. 

Particulars of the purchase of the smaller 
block of land in North West, 2706. 

Extracts from evidence of Pope and Fow- 
ler on their examination for discovery 
relative to retaining a certain portion 
of selected O.P.R. lands, 2708. 

Shares of Great West Land Co. given ‘to 
Union Trust Co. as part compensation 
for financing the land purchase, 2711. 
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Shares transferred to Supreme Chief Ran- 
ger, purpose of, 2711. 


General Manager Union Trust Co., requi- 
sitions for beneficial interest in certain 
shares of Great West Land Co., 2712. 

Purchase of shares in Great West Land 
Come 2712: 

Amounts paid, purchase made through 
agents, 2713. 

Conflict between interest and duty, ca- 
pacity as dual director in Trust and 
Land Co. considered, 2716. 


Conflict not removed by changing from 
shareholder to mortgagee, 2717. 


Defends position that Union ‘Trust Co. 
should in exercising option elect to take 
stock, or advance on mortgage, 2717. 


Union Trust Co. taking stock did not 
affect title to shares received as com- 
pensation for financing the purchase, 
2718. 


Initiation of proceedings to exchange 
atock for mortgage, 2719. 


No. differentiation of - classes of stock; 
when transfer was made, 2719. 
All was to be surrendered, 2719. 


Shares of Supreme Court Ranger also 
to be assigned back, 2719. 


Advised against changing stock into mort- 
gage, 2720. 

Recollection as to the resolution of the 
Union Trust Co. to exchange stock for 
mortgage, 2722. 

Resolution contemplated the giving up 
of compensation stocs, 2723. 


Mortgage would never have been given 
if compensation stock had not been 
included; 2723. 

Fixing date of meeting when the resolu- 
tion was introduced, 2724. 


Diary used in fixing aate filed, 2724. 
Reliability of previous witness affirmed, 
2, 


Practice as to signing attendance book, 

2724. 

Instance of Attendance Book being lost, 
2725. 

Preparation of agreement on behalf of 
the Union Trust Co., 2727. ( 
Solicitor of Union Trust Co. drawing 
agreement, though beneficially interested 
in G. W. Land Co., attitude of, 2727. 


Opinion expressed as to surrender of com- 
pensation stock, 2728. 

Kamloops Lumber Co. not on Board’ of 
Directors, 2728. 

Recent instructions to bring about sale 
of Union Trust Co. stock, 2728. 

Parties to the negotiation, 2729. 


Interest in recent purchase of Union Trust 
Co, stock, 2729. ; 
How recent purchase was financed, 2729. 


Invitation and terms to become President 
of the reorganized Union Trust Co., 
2729. 

Allotments of stock and payments in cash 
to President of the re-organized Union 
Trust Oo., 2730. 

Endorsed cheque but ignorant of its des- 
tination, 2732. 

No correspondence or written agreement 
on assuming Presidency of reorganized 
Union Trust Co., 2732. 

Parties of English capitalists interested 
in reorganized Union Trust Co., 2732. 
Proposition to sell Union Trust Co. stock 

at a profit not accepted, 2734. 

When made aware of recent developments 
relating to the Kamloops Lumber Co. 
purchase, 2734. 


WORRELL, Mr., heard on right of commission 
to examine certain bank accounts, 2494. 
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Foster, Hon. Geo. E. See “Foresters,” 2367- 
2370, 2389-2392, 2396, 2529-2598, 2620-2675. 

FOWLER, Geo. W., M.P. See “Foresters,” 2760- 
2788, 3073-3104. 

FRANKISH, William R. See “Foresters,” 2617. 


FULLER, Mr. Estimate of profits of’ Conti- 
nental Life, 1437. 


Geary, Mr., reporting views of  policyhold- 
ers’ Association ag to being heard, 1601. 
GOLDMAN, Leopold— 
See “North American,” 683-754, 783-786. 
See “Life Managers,’”’ 3142-3147. 


GORDON, David A. See ‘Monarch Life,” 
2024-2027. 


GOULD, William H. See “Sovereign Life,”’ 
1461, 1494-1500. 
GRANT. Milton D. 
See “Foresters, I. 0.,” 3240-3259, 
See “Woodmen of the World,” 3205. 
GRAHAM, Thomas H. See ‘Monarch Life,” 
2003-2010. 


GREAT WEST ire Assurance Co. 
Brock, Jeffrey Hall, and JARDINE, Arbuckle— 
Examined by MR. TILLEY. 


Official connection defined, 1873. 
Incorporated under Dominion Act, 1874. 
Been ae experience and qualifications, 


Motives which prompted the formation 
of the Company, 1874. 
Copy of prospectus filed, 1875. 


Low mortality rate in Manitoba, 1875. 
Capital stock issued at par, 1876. 
Salary paid. to Managing Director, 1877. 
Bonus paid, 1877. 


Resolution of Executive Committee, in- 
creasing salary and giving bonus to 
Managing Director, 1879 

Salaries of other officers and fees to Di- 
rectors, 1879, 

Bonus to Managing Director paid before 
confirmation of resolution by Board of 
Directors, 1879. 

Se list not read at Annual Meeting, 

Payments made to Directors do not re- 
hed confirmation by shareholders, 

Increases in head office salaries, 1882. 

No officer on mixed salary and commis- 
sion, 1882. 

Increases in Directors’ fees, 1883. 

Mode of procuring proxies, 1883. 

Policyholders no power of voting, 1885. 

Disapproves of giving policyholders the 
right to vote, 1885. : 

Reasons for confiding the ,.whole manage- 
ment to shareholders, 1886. 

Quinquennial distribution of profits to 
participating policyholders, 1887. 

Disapproves of an annual distribution of 
profits, 1888. 

Other periods of distribution, 1888. 

Commissons paid on the yarious plans 
of policies issued, 1888. 

Explains the features of a fifteen year 
dividend policy, 1889. . 

Methods adopted of allocating a bonus to 
participating policyholders, 1891. 

Shareholders paid interest on earnings of 
their capital, 1893. 

Dividends paid to shareholders, 1895. 

Increasing dividends paid to sharehold- 
ers, 1895. 

Capital stock increased, 1895. 

Impairment of capital to strengthen the 
reserve, 1896. 

Statement of organization expenses, 1896. 

Advantages of writing small policies on 
farmers’ lives, 1897. 
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Statement of surpluses in certain years, 
and how acquired, 1897, 

Influences encouraging issue of additional 
capital stock, 1897. 

Policyholders’ ‘position on issue of addi- 
tional capital stock, 1898. 

Motives for issuing additional stock, 1898. 

Circular letter advertising issue of addi- 
tional stock filed. 1899. 

Transfer of new issue eh Directors at a 
premium, 1899. 

Increase in premium a issue of addi- 
tional stock, 1900. 

Bonuses paid to agents, 1901. 

Company does not practise rebating, 1902. 

Circular issued offering inducements to 
policyholders to increase their insur- 
ance, 1902. 

Disclaims the offer being a rebate, 1903. 

SEP to agents to switch policies, 
1904. 
Re National Life, 1905. 

Special contracts with agents re Matson, 
1906. 

Companies competing for agents’ services, 
1907. 
Re Sun Life, 1907. 

Re-insurance business obtained, 1908. 
Re Dominion, Safety Fund Life Associa- 

tion, 1908. 

Profit and loss statement filed, 1909. 

Gains on expected and actual mortality 
rate, 1910. 

Loss on first year’s business, 1910. 


Rate of interest earned on investments, 
Gl 


Investments principally mortgages on real 
estate, 1912. 

Reserves released by lapses and gsurren- 
ders, 1912. 

Efforts made to prevent polici es lapsing, 
1913. 

Investments in stocks, rate of interest 
earned, 1914 ; 

Disapproves of ordinary investments in 
stocks, 1914. 

Reasons for their investment in stocks, 
1914, 

Volume of investments, their nature and 
locality, 1915. 

Rates of interest charged on the. various 
loans, 1915. 

Loans, ‘with collateral personal covenants, 
1915. 

Loans, with insurance conditions, 1916. 

Institutions insuring lives of members, 
legal liability of company, 1916 

Directors not allowed commission on per- 
sonal insurance, 1916. 

Commissions to agents less on non-par- 
ticipating than participating business, 
917 


Salaried inspectors for loans on real es- 


tate, 1917, 
Contract re Matson produced and filed, 


1917. 

Instances of special contracts made, 1919. 

Circular to agents offering bonuses for 
hot weather business filed, 1920. 

Defines a not taken policy, 1921. 

Percentage of not taken policies to the 
whole business written, 1922. 

Expenses incurred for not taken policies, 
how borne, 1922. 

Volume of lapsed policies, 1924. 

Lapsed and not taken policies, how dis- 
tinguished, 1924. 

First premium paid on note continues pol- 
icy until maturity of note, 1924. 

Not taken policies the result of abnor- 
mal forcing of agents, 1925. 

Form of policy issued by Dominion Safety 
Fund Assn. filed, 1925. 


’ 


Rate Book of Dominion Safety Fund Life 
Assn. filed, 1925. 

Re-insuring policies of Dominion Safety 
Fund Life Assn., 1926. 

Agreements between Dominion Safety 
Fund Life Assn. and Great West Life 
filed, 1926. 

Circular issued to policyholders of Do- 
minion Safety Fund Life Assn. to re 
ean in the Great West Life, _ filed, 

Safety Fund of the Dominion Safety Fund 
Life Assn., its origin, and how disposed 
of, 1931. 

Deposit. in Maritime Bank held to be the 
deposit of a common creditor, 1932. 
Rights to be. preserved in transferring 
from Dominion Safety ~ Fund Life to 

Great West Life, 1954. 

Different forms of policies of re-insurance 
filed, 1934. 

Tables upon which the premiums payable 
Hi Ase ha tee policyholders were based, 


Effect of the working out of the old agree- 
ment on premiums paid by transferred 
policyholders, 1936. 

Amount paid under agreement treated as 
@ premium receipt, 1936. 

Increasing premiums as_ the 
grows older, 1937. 

Claims of the old policyholders on the 
Dominion Safety Fund, 1938. 

Commissions to be paid the :Toronte 
agent, 1938, 

Circular issued to agent inviting policy- 
holders to increase their insurance, in- 
ducements offered, 1939. 


eee of.the circulars issued on agents, 


insured 


Writing-up of securities, 1940. 

Profits on purchase and sale of real es- 
tate, 1940. 

ee down of securities, how effected, 


Concessions made on large policies in 
cities, 1942. 


Examined by Mr. Guay. 


Assets and liabilities, how shown to pol- 
icyholders and shareholders, 1943. 

Necessity of*a substantial capital for the 
success of a company, 1944. 

Disapproval of the mutualization of a 
stock insurance company, 1944. 


Noe aera ne policies self-sustaining, 


Loadings on different policies, 1945. 


Ratio of expense to income compared with 
Equitable Life, 1945. 


Advantages of securing business by means 
of agents, 1946, 

Opposed to agitation strengthening the 
Reserves, 1946. 

Reasons advanced for strengthening the 
Reserves, 1947. 
Re New York Life, 1947. 


Examined by Mr. LEBEUvrF. 


Practice of appointing agents, 1947. 

Propriety of compelling sub-agents te 
submit to examination disfavored, 1948. 

Misrepresentations by agents not a fre- 
quent cause of lapsing, 1948, 

Facilities of Great West Life for doing 
business in Quebec, 1948. 


Satisfactory. nature or the Quebec busi- 


ness, 1948. 
Insurance companies as 
1949, 


Tax-gatherers, 
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GREAT WEsT LireE—Concluded. 


Brock, Jeffrey Hall, and JARDINE, Arbuckle.—Con. 
Examined by MR. TILLEY. 


Form of policy issued to compete with 
Travellers of Hartford Co., 1949. 

Commissions paid to brokers and regular 
agents. distinguished, 1950. 

Rates which are not quoted in the Rate 
Book, 1951. 

Unjust discrimination made to meet com- 
petition, 1951. - 

Loan yalues on policies, 1953. 

Review of the Matson contract, 1955. 

Earnings of agents on commission, 1955. 

Average time when policies become self- 
sustaining, 1956. 

System of paying commissions in Fire 
and Life contrasted, 1957. 

Great West estimates realized, 1957. 

Profits paid and to be paid to participat- 
ing policyholders, 1958. 

Profits paid by Mutual Life of N.Y., 1958. 

Profits paid by Equitable Life, 1959. 

Causes which led to changes in estimates 
and guaranteed values, 1960. 

Re North Western Mutual, 1960. 

Policies issued having a- collateral loan 
value, 1960. . : 

Favors the stoppage of the issue of esti- 
mates, 1961. 

Quinquennial distribution of profits should 
be made imperative, 

How the reserve in the early years should 
be distinguished, 1961. 2 : 

Forms of term insurance policies issued, 
1961. 

Distinction. between term insurance and 
renewable term insurance, 1963. | 

Purposes of a 19 year payment life pol- 
icy, 1963. , 

History of the Savings Bank policy, 1964. 

Effect of the Bond policy, 1964, : 

Objects to the perfect protection policy, 
1964. 
Re Young People’s policy, 1965. 

No increase in rates for women, 1965. 

Mortality rate with women not higher 
than with men, 1965. : 

Forms of loan -agreement and claim pap- 
ers filed, 1966. ah 

Statement showing the method of distri- 
bution and actual cash dividends of de- 
ferred policies filed, 1966. i 

GrirfIn, Frederick L. See ‘Foresters, 3051- 
2 


\ 


HACKETT, Michael Felix. 8ee Catholic Mu- 
tual Benefit Association, 1850-1263. - 
Harper, George A. See “Foresters,” 2199. 
Harvey, Chas. G. See ‘Union Life,” 645-674. 
Hetimuru, I. F., K.C.— ; 4 
Statement respecting Mr. Fitzgerald’s ex- 
amination, 77. 
See ‘Manufacturers’ Life,” 467. 
Makes statement respecting Policyholders’ 
Association, 3160. “ae b da 
HILLIARD, Thomas. See ‘Dominion _ Life, 
1686-1731. 
See “Life Managers,” 3144. 
Hopeins, Charles C. See ‘“‘Woodmen of the 
World,” 3206-3212. & 


Home Lirs Insurance Company. 


Briees, William, D.D.— 
Examined by Mr. TILLEY. 


Official connection deftned, 2105. 

Extent of knowledge of amalgamation 
agreement, 2105. 

Considerations which led to sale of stock, 
2105. 

Extent of kncwledge of price paid for 
commuting commissions, 2106. 

Astonishment on learning the price paid 
for commuting commissions, 2107. 43 

Imperfect understanding of the commuta- 
tion of commissions when amalgamation 
was effected, 2108. 


@ 
HoME LIFE.—Continued. , 


CuxukyY, James Walter— 
Examined by Mr. Tey. 


Official connection defined, 2117. 
Imperfect knowledge of details of agree. 
ment to commute commissions, 2118. 
Informed on the details of agreement: to 

amalgamate, 2118. 

Negotiations of Home Life with other 
companies to purchase business, 2118. 
Re Farmers’ and Traders’ Life Co., 2119. 

Reasons assigned for diffidence in scrutin- 
izing the agreement to commute com- 
missions, 2120. 


Diver, Frederick— 
Examined by Mr. Tiuury. 


Official connection defined, 2113. 

Want of knowledge of details of agreement 
to commute commissions, 2113. 

Opposed to scheme of amalgamation, 2114. 

eee’ leading up to sale of stock, 


Did not participate in sum realized from 
commuted commissions, 2115. 


FIRSTBROOK, John— 
Examined by Mr. TILLEY. 


Official connection defined, 2121. 
Executive _Committee’s report on appoint- 
ae Chairman for life or term of years, 


Recalled and examined by Mr. Tituzgy. 


Value of contract for commissions ex- 
tending over a term of years, 2122. 
Extent of knowledge of transaction to 

commute commissions, 2123. 
Method of computation adopted in arriv- 
ep at value of commuted commissions, 


Source from which the purchase wags to 
‘be drawn, 2124. 
Transfer of stock, how accomplished, 2125. 
Purchase of Grand Valley Ry. Bonds, 2126. 
\ Particulars of the purchase of the Grand 
Valley Ry. Bonds, 2128. 
Bonus stock to which the Home Life 
ee entitled under agreement of gale, 


Kine, John 8.— 
Examined by MR. TILLeEy, 


Official connection defined, 2109. 

Ignorant of amount of payments to be 
made to commute commissions, 2109. 
Particulars not disclosed to directors 
generally at time of amalgamation, 2110. 
Resignation as Director and re-appoint- 

ment, how effected, 2111. 

Effect of amalgamation on the price of 
stock, 2111. 

Relation of the old agreements with Man- 
aging Director and Vice-President to the 
new agreements, 2112. 

All expenses ultimately borne by the 
policyholders, 2112. 

Solicitor for Company contends certain 
Directors had full knowledge of the 
agreement. to commute commissions, 2113. 


KING, Dr. John §.— 
Examined by Mr. Ti.uey. 
Official connection defined, 2115. 


Re-insuring agreement never fully dis- 
cussed at any Board meeting, 2115. 
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HOME LIFE.—Continued. 
McCurTrcHEon, James K.—Continued. 


HomeE LIFE.—Continued. 
Kine, Dr. John 8.—Concluded. 


Understanding that all Directors were to 
receive an equal bonus on sale of stock, 
2116. 

Details of agreement for amalgamation, 
Pali 


Recalled and examined by MR. TILLEY. 


Explains previous evidence relating to 
agreements with Managing Director and 
Vice-President, 2121. 


KirBy, John B.— 
Examined by Mr. TILLEY. 


Statement of assets and liabilities of 
People’s Life filed, 2056. 

Analysis of the agreement relating to the 
purchase of the business of the People’s 
Life, and the method of payment, 2057. 

Transfer of reserve to the re-insuring 
company, 2059. 

Releasing and cancelling of the debenture 
stock of the People’s Life, 2060. 

Writing down of securities in making up 
Government report, 2060. 


Recalled and examined by Mr. TILLEY. 


Agreement to pay renewal commissions 
to Dominion Permanent instead of the 
People’s Life filed, 2191. 

Adjusting entries shewing the discount on 
debentures as commissions, 2191. 

Impairment of capital, particulars of, 
2192. 

Practical effect of the working out of 
agreement to commute commissions, 
2193. 

Commuted commission charged on the 
whole premium income, 2193. 

Liability, how treated, 2193. 


McCourcHEON, James K.— 
Examined by MR. TILLEY. 


Official connection with Home Life Coy. 
defined, 2029. 

Official connection with’ People’s Life, 
2029. 

Official connection with Federal Life, 
2029. 

Mutual features of the People’s Life ex- 
plained, 2030. 

Incorporation and constitution of the 
People’s Life Coy., 2030. 

Legislation authorizing an increase of de- 
benture issue of People’s Life Co. stock, 
2031. 

Legislation authorizing a further increase, 
2031. 

Retirement of debentures issued by the 
People’s Life Coy., 2032. 

Contract for salary and commission to 
Managing Director of Peonle’s Life, 2032. 
Statement of receipts and expenditure, 
etc., of People’s Life Coy. filed, 2033. 
Negotiations for amalgamation of People’s 

Life with Home life, 2033. 

Tracing premium receipts of People’s Life 
during its existence, 2034. 

Impxirment of capital of People’s Life 
during its existence, 2034. 

Negotiations for amalgamation initialed 
by Managing Director, 2034. 

Volume of business in force in the 
People’s Jife, 2034. 

Statement of the volume of business writ- 
ten and in force during the _ several 
years of the People’s Life Co.’s exist- 
ence, 2035. 

Parties negotiating amalgamation of 
People’s Jiife with Home Nife, 2035. 
Contracts of Monaging Director with Home 

Life filed, 2036. 


Copy of original agreement of amalgama- 
tion of People’s Life with Home Life 
filed, 2037. 

Home Life absorbs the People’s Life be- 
cause Home Life had a Dominion char- 
ter, 2037. 

Agreement for engagement of Managing 
Director of Home Life Board filed, 2038. 

Continuation of agreement to pay Presi- 
dent and Vice-President of Home Life 
a certain percentage of . commissions, 
20356. 

Payments made by Managing Director for 
transfer of stock and interest in con- 
tracts for percentage of commissions, 
2039. 

Agreements for such payments filed, 2039. 

Stock transferred under this agreement, 
2039. 

Purchase of stock transferred to Manag- 
ing Director in trust for People’s Life, 
2039. 

Disclaimer by Solicitor that the trans- 
ferred shares are the property of the 
Peonle’s Life, 2040. 

Contract for repayment based on com- 
Se of commissions to be earned, 
2041. 

Material part of the minutes relating 
to the retirement of the officers of the 
Home Life to be filed, 2043. 

Resolutions passed dealing with resigna- 
tions and election of -Directors of Home 
Life, 2044. 

Resolution fixing salary and commission 
to be paid Managing Director of Home 
Life, 2044. 

Commission paid to Managing Director 
pledged to repay the sum paid to re- 
lease old contracts, 2045. 

Assignment of commission pledged by 
agreement, 2045. 

Agreement to re-insure People’s Life in- 
surers in Home Life, 2045. 

Similar re-insurances re Sun Life. 2045. 

Similar re-insurances re Citizen’s Fire and 
Life Insurance Co.. 2045. 

Sede of cost of obtaining re-insurance, 

Amount of reserve on People’s Life filed 
at time of amalgamation with Home 
Tiife, 2046. 

Shrinkage of People’s J.ife policies be- 
tween date of amalgamation and next 
Government return, 2047. 

Purchase of Home Life stock by the 
People’s Life, how paid. 2049. 

Assets taken over by the Home Life, 2049. 

MAN of agents’ balances as an asset, 

Statement by Solicitor of Home Life shew- 
ing the gain on taking over the busi- 
ness of the People’s Life, 2051. 

Transfer of reserves from one company 
to the other, how effected, 2051.: 

Copy of account shewing reserves trans- 
ferred filed, 2052. 

Instance of a fiction in book-keeping, 2053. 

Cheaues igsued on settlement hetween the 
two companies filed, 2054. 

Items resulting in an overdraft explain- 
ed, 2054, 

Difference in basis of reserve required 
under the Ontario Act and that under 
the Dominion Act, 2055. ; 

Shrinkage in premium income of the 
People’s Wife from estimate in agree- 
ment, 2055. 

Assets transferred from People’s Life to 
Home T.ife under the agreement, 2056. 

thee) still remaining with People’s Life, 


Recalled and examined by Mr. “ THLLRY. 


Personally did not make actual payment 
for commuted commissions, 2175. 

Previous evidence on this point liable to 
be misconstrued, 2176. 


INDEX. 


HomME Lirre.—Continued. 
McCuTcHEoN, James K.—Concluded. 


Date when agreement was signed to re- 
pay the Bank for advance re commuted 
commissions, 2176. 

Destination of cheque given to Managing 
a eoLee as surplus on purchase of com- 
muted commissions traced and ex in- 
ed, 2177. ie 

Reasons assigned for delay in cashing 
the cheque, 2178. 

Yearly sum agreed upon to repay pur- 
chase price of commuted commissions, 
how arrived at, 2179. 

Fixing period of time in signing agree- 

» ment with Managing Director provid- 
ing for repayment of purchase price of 
commuted commissions, 2181. 


Pinning cheque to envelope the result of 


aes Dente, 2182. 
mplines method of folding and pinning 
cheque to envelope, 2182. 7 7 eae 


McLaveHunR. J., K - 
free eaeg. .C., Counsel for “Home 


EATIGION, Appleton J.— 
Examined by Mr. TI.uey. 


ain connection defined, 2083. 

irst written agreement with th 

Life, 2084. Semen 

Dual position of Manager of The Cana- 
dian Homestead Loan Co. and Home 
Life, 2085. 

Remuneration received under the earlier 
agreements with the Home Life, 2086. 

Explanations given for the reasons for re- 
scinding the earlier agreement and 
entering into the later agreement, 2087. 

Yearly value of the rescinded contract 
ascertained, 2088. 

eopaee of crediting commissions earned, 


Considerations which led to a ch 
contracts, 2089. RW ne 
Percentage of commissions to be allowed 
Managing Director and Chairman of the 
4 ceils Committee, 2090. 
eso'utions providing for a li int- 
ents 200) g ife appoint 
Basis upon which the commuted commis- 
sions were computed, 2093. 
pen eemens of capital in various years, 


Purchase of stock from Directors t 
S 0 ob- 
tain control before amalgamation nae 
‘ Bee ep AaLes, 2096. : 
nsiderations which induced Di 
sell their stock, 2098. een 
Knowledge of Directors generally as to 
ibe for commuted commissions, 


Began payment of directors’ fees | 
Amount paid to the Se aaa oe a 
share of commuted commissions, 2102. 
Estimate attempted of the value of the ser- 
Mg of the retired Managing Director, 


Reluctance expressed t 
} Oo resume manage- 
ment of a Life Insurance Company, 2105. 


Recalled and examined by Mr. TILLevy. 


Salaries received as Manager of the 
Homestead Company, 2138. 

Apportionment of time given to Home 
Life and Homestead Company, 2138. 

Disputes jurisdiction of Commission to 
enquire regarding his connection with 
the Homestead Company. 2139. 

Severs connection with Homestead Com- 
pany, 2140. 

sey er of monies by the Homestead Coy., 


Minute produced approving contracts with 
Chairman of Executive Committee and 
General Manager of Home Life, 2141. 
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Home Lirs.—Continued. 
PartTison, Appleton J.—Continued. 


Proxies never used at an Annual Meet- 
ing, 2142. 

Purchase of Schloss stock, 2142. 

Purchase of Canada Permanent Loan 
stock, 2142. 

Disapproves of the purchase of shares in 
a@ commercial company, 2142 

Investments made against advice of Man- 
aging Director, 2143. 

Investigates Schloss stock, 2144, . 
Transfer of Schloss stock shares for the 
purpose of Government Report, 2144. 
Government Inspector directs the Schloss 
stock to be taken out of the books, 2145. 
Schloss stock reported disposed of, 2145. 

Schloss stock, how disposed of, 2146. 

Resolution to compensate Managing Di- 
rector for services for the year during 
which no compensation was paid, 2147. 

Further resolution to compensate Manag- 
ing Director for services for year dur- 
ing which no compensation was paid, 
2148. 

Repayment by Managing Director of cer- 
tain sums improperly paid for services, 
2148. 

Sale of unauthorized security, 2149. 

Bonus stock accompanying the delivery of 
Bonds, 2149. 

Refusal to take bonus stock to be owned 
personally, 2150. 

Personal services given to the Grand Val- 
ley Ry. in financing their road, 2T51, 


Recalled and examined by MR. TILLEY. 


Advances on Grand Valley Bonds, when 


made, ; j ; 
Amount of bonus stock given with Bonds, 


2161. 
Amount paid to Manager of Homestead 


Coy. for sale of stock and surrender of 
position on amalgamation with Stand- 


ard Coy., 2163. i : 
Amalgamation of Home Life and People’s 


Life increases impairment of capital, 


2164. : é 
Annual income premium of the People’s 
Life, 2164. 


Protest of Home Life Coy’s Counsel that 
there was nothing unfair in the con- 
tract agreement of the two companies 
for amalgamation, 2165. ee 

Purchase of Home Life Building, 2165. 

Terms of purchase and rate of interest, 


2166. | 
Valuation written up immediately after 


purchase, 2166. , . ‘ 

Valuation reduced on objection raised by 
Insurance Department, 2166. 

Rents, expenses and repairs to b 
how applied, 2167. 


uilding, 


Re-insures Covenant Mutual policyhold- 
ers, 2167. ; ; 
Offer to return any moneys improperly 
received from any Company, ean os 

e a 


Statement showing payments ma 


rectors filed, 2168. : 
Explanation of the distribution made of 
purchase money of commuted commis: 
sions, 2168. : } 
Memorandum prepared shewing the prin- 
ciple on which the value of the com- 


muted commissions was arrived at, 
2168. : 
Writing-up the value of the Home Life 
Building, 2169. 
Contract with Covenant Mutual for re- 
insurance filed. 2170. h 
Commissions paid and owing for Coven- 
ant Mutual re-insurance, 2170. 
Amount of re-insurance business, 2170. 
Form of lien to re-insurance contract with 
Covenant Mutual filed, 2170. , 
Form of contract with North-West Life 
Coy., attached to previous file, 2170. 
Form of policy on re-insurance filed, 2171. 
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Home Lire.—Continued. Home LIFE.—Continued. ‘ 


PaTTIson, Appleton J.—Concluded. STRATTON, James Robert—Concluded. , 


Surrender value not affected by non-ap- 
plication, 2171. 

Policyholders of old Covenant Mutual al- 
lowed to pay off lien, 2171. 

Duties of Directors of a Life Insurance 
Coy. analogous of that of any other Cor- 
poration, 2171. 

Personal interest of director subordinate 
to the interests of policyholders and 
shareholders, 2171. 

Omission by director to read important 
documents acted on at meetings is 
derelict in duty, 2171. 


Recalled and examined by Mr. Titiny. 


Verbal agreement on purchase price of 
commuted commissions, 2229. 

Cause of the delay between date of agree- 
ment and payment of commutation, 2229. 
Circumstances related under which the 
price agreed upon for commuting com- 
missions was reduced in amount, 2230. 

Brokerage commissions paid for nego- 
a sale of commuted commissions, 

Actual payment over of money for pur- 
chase of commuted commissions and 
stock, described, 2232. 

Proceeds deposited in Bank in three ac- 
counts, 2233. 


SHEPLEY, Mr., states his readiness to pro- 
Statements made inferring that outside 
payments would be paid out of pro- 
ceeds of commuted commissions, 2236. 


ceed with examination of Home Life 
Company, but an important witness is 
wanted, and cannot be found, and ap- 
pie for adjournment over the day, 


Application granted, 1241. 
Gives reasons for not proceeding with 
Home Life Company, 1241. 


STRATION, James Robert— 


Examined by MR. TILLRY. 


Official connection defined, 2061. 

eerie are organized the People’s Life, 

Issue of debenture stock changed for de- 
bentures, 2063. 

Rehearsal of the negotiations leading up 
to the amalgamation of the two com- 
panies, 2064. 

Amounts paid in commissions under con- 
tracts with the Managing Directors 
of the Home Life before the amalgama- 
tion, 2065. 

Statement of premium income expenses, 
and impairment of capital of the Home 
Life filed, 2066. 

Considerations which induced commuting 
commissions of Managing Directors of 
the Home Life, 2067. 

Shrinkage of the amount of insurance 
written by the two vompanies on scru- 
tiny and sifting, 2069. 

Percentage of lapses to new business in 
the Home Life, 2070. 

Arrangements made for the liauidation of 
the liability incurred in commuting the 
commissions of Managing Directors of 
the Home Life, 2070. 

Personal purchase of Home Life stock by 
the Managing Director, 2071. 

Certain Directors guaranteeing against 
loss, 2072. 

Knowledge by Directors of the terms of 
the agreement to purchase a commuta- 
tion of commissions from the retiring 
Managing Directors of the old Home 
Life at the time of the amalgamation, 
extent of, 2073. 


. 


Demand made for a further delivery of 
common stock on securities held by 
Home Life, 2074. 

Loan made to a previous Managing Di- 
ee: of the Home Life, how adjusted, 
075. 

Debenture stock of the People’s Life paid 
in exchange for other stock, 2076. 

Re Colonial Life stock, 2076. 

Debenture stock not considered a liability: 
of policyholders, 2077. 

Volume of debenture stock issued by Peo- 
ple’s Life as compared with the assets, 
2077. 

Instance of an investment in debenture 
stock, of the People’s Life, 2078. 

Value of Colonial Life stock, 2078. 

List of Board of Directors and Advisory 
Board of Home Life filed, 2079. 

Realizing on depreciated assets of thd 
Home Life after amalgamation, 2080. 

Recoupment of monies improperly paid 
to retiring Managing Director of Home 
Life, 2081. 

Repayment by Directors on loss made in 
buying Schloss stock, 2081. 

Adjustment of accounts with the retiring 
Managing Director of Home Life after 
amalgamation, 2082. . 

Further information respecting the Grand 
Valley securities transfer, 2083. 

Satisfactory condition of Home Life af- 
fairs since amalgamation, 2083. 


Recalled and examined by Mr. TILLEY. 


Cheque for payment of commuted commis- 
sions destroyed, 2171. f 
Explains payment of commuted commis- 

sions, how made, 2171. 

Payment of purchase price of commuted 
commissions, when and where, 2172. 
Managing Director’s assignment to _ the 
Bank for repayment of the purchase 
money of commuted commissions filed, 

VAN Keke 

Reasons assigned for declining to change 
the conditions of the agreement for re- 
payment of purchase money of com- 
muted commissions, 2174. 

Cheque issues to Managing Director be- 
ing surplus after paying commuted 
commissions, 2175. a 

Production of cheque issued to Managing 
Director, 2175. 

Makes statement, 2182. 

Explains why cheque was not presented 
for payment, pending new arrangements 
for discharging liability created re 
commuted commissions, 2182. 


Recalled and examined by MR. TILLEY. 


Bank book produced shewing deposit, 2236. 
Omission in the bank pass hook to shew 
deposit, how supplied, 2237. 

Method of making payment of the com- 
muted commissions described, 2238. 
Comparison made of previous evidence, 

2240. 


WALKER, Mr., accountant, 2146. 


WARREN, James J.— 


Examined by Mr. ‘ILLEY. 


Duties as Solicitor of the People’s Life, 
2131. ; 

Negotiations instituted which culminated 
in the agreements for purchase of busi- 
ness and commutation of commissions, 
21st. 

Reasonableness of the contracts to pur- 
chase business and commute, commis- 
gions, 2134. ; 


INDEX. 


HomME Lire.—Concluded. 
WARREN, James J.—Concluded. 


Rights to commissions of old Managers 
of Home Life regarded as vested in- 
terests, 2135. 

Contends that the amalgamation trans- 
action between Home Life and People’s 
Life was done openly, 2135. 

Travelling expenses, to whom paid, 2136. 

Transfer. of insurance policy in favor of 
the Solicitor of the People’s Life, 2138. 


Recalled and examined by MR. TILLEY. 


Describes extent of personal knowledge of 
‘actual payment for commuted commis- 
sions, 2183. 

Board meetings of the People’s Life im- 
pA Te preceding amalgamation, 
2184. 

Managing Director’s assignment to repay 
drawn before purchase of commuted 
commissions, was concluded, 2184. 

Conduct of Board meetings in conclud- 
ing Amalgamation agreement, 2184. 

Date of drawing the contract with Man- 
aging ‘Director as to remuneration, etc., 
2187. 

Difference of time between the signing 
and dating of contract with Managing 
Director explained, 2188. 

Occasion on which the $10,000 cheque was 
exhibited, defined, 2189. 

Reasons for not presenting cheque for 
payment, 2190. 


Woop, Robert A.— 


Examined by Mr. TILLeEy. 


Official connection defined, 2130. 
Relates the negotiations to purchase con- 
ELON, | 2130" 


Approves of price paid to commute com-- 


missions, 
Declines position as Director on the new 
Board, 2131. 


Hoover. Addison H. See “Sovereign Life,” 
1449-1492, 1502. 


HUGHES. Sania See “Crown Life,’ 1339- 
1361. 


Hunter. W. H. See ‘Sovereign Life,” 1449, 
1451, 1454. 


IMPERIAL Lire Assurance Co. 
BRADSHAW, Thomas.— 
Examined by Mr. TIt.ezy. 


Official connection defined, 1138. 

Recital of officers of the company, 1138. 

Encouragement given to qualify as actu- 
aries, 1139. 

Necessity for a well-equipped actuarial 
staff in a young company, 1140. 

Fixing of premium rates, 1140. 

Uniformity of premium rates, 1140. 

eA ey between companies as to rates, 


Pamphlet filed, containing charter and by- 
laws of Imperial Life, 1141. 
oR powers of Company discussed, 


Initial expense borne by premium on cap- 
ital stock, 1142. 
Composition of the Board of Directors, 


143. 
Fore Fields occupied by Imperial Life, 


Powers of investment considered, 1143. 
eer and their distribution, how made, 


Method of distribution, the modified con- 
tribution, 1144. 

Profits and dividends distributed, pari 
ey to policyholders and shareholders, 


Use of individual card system, 1144. 


IMPERIAL LIFE.—Continued. 
BRADSHAW, Thomas.—Continued. 


Profits from participating and non-par- 
ticipating policies distinguished, 1145. 
ee record kept of every policy, 
Doubts as to dealings with premium on 

capital stock, 1146. 

No dividends paid on premium on capi- 
tal stock, 1146. 

Policyholders no powers to vote, 1146. 

Opinion of advantages derived from pol- 
icyholders’ voting, 1146. 

Reasons why stock companies should not 
be mutualized, 1146. 

Control of management identical in mu- 
tual as in stock companies by means of 
proxy system, 1147. 

Policyholders voting by mail, 1147. 

Uniform dividends, how recovered from 
Pepe policies in case of loss, 

Options, in cases of Japsed policies, 1148. 

Non-forfeiture practite invariable, 1148. 

Heer shareholders analyzed and filed, 

Holdings of the Central Canada L. & 8 
Coy., 1150. 

Agreement for control made between Cen- 
tral Canada L. & 8. Coy., Mr. Ames and 
witness, 1150. 

Instances of the advantages derived from 
ee being vested in a master mind, 

Consideration paid for terminating the 
agreement, 1153. 

List of Directors of Imperial Life, 1154. 

Dee of Executive Committee defined, 

54. 

Expenses, salaries, etc., detailed, 1155. 

Method adopted for paying off advances 
to agents to prevent the item appearing 
in the Government returns, 1156. 

Guarantee for payment of advances to 
agents, 1157. 

Minute of Committee authorizing re-pay- 
ment on guarantee, 1157. 

Balances due by agents written off, 1158. 

Contributions made to meet certain ex- 
penses, 1160. 

Expenditure lessened by amount of cone 
tributions, 1161. 

Contributions a free gift, 1161. ‘ 

Securities re-valued from time to time, 
1162. 

Values of certain securities, 1163. 

Sao Paulo loan transaction, 1163. 

Purchase of securities distinguished, 1168. 

Purchase of unauthorized securities, 1168. 

Loans made on stocks and bonds, 1168. 

Agreement for making loans on stocks, 
1169. 

Agreement confirmed by Executive Com- 
mittee, 1169. 

Clerical error in minutes corrected, 1171. 

Authority to purchase debentures, 1172. 

Writing off surplus interest, 1172. ' 

Explanation of a previous statement, 1173. 

Original agreement with Ames & Co. filed, 
LA7os 

Loan made to President of Imperial Life, 
1173. 

Fire Insurance Co. stock should not be 
authorized securities, 1174. of 
Loans made on certain stock criticized, 

1175. 

Guarantee on amount loaned, 1175. 

Incident of the error in the Minute Book 
rehearsed, 1178. 

Auditor found transaction not treated as 
a purchase but a loan, 1179. 

Statement of Toronto 8. & L. Co’y. Deb. 
account filed, 1180. ¢ 
Advances made to President of Imperial 

Life, 1180. 

Overdraft of the Imperial Life, 1181. 

Reasons for the transaction being kept 
out of the Minute Book, 1182. 

Minute relating to the guarantee of 
interest, 1183. 
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IMPERIAL LIFE.—Continued. 
BRADSHAW, Thomas.—Continued. 


IMPERIAL Lire.—Concluded. 
BrRaAapsH iw, Thomas.—Coneluded. 


Resolution providing relief from guaran- 
tee of interest, 1185. 

Powers of Directors to reduce the rate 
of interest, 1185. 

Average rate of interest earned, 1187. 

Proposed scheme of amalgamating Manu- 
facturers’ Life, Temperance & General 
and Imperial Life, 1187. 

Agreement of sale of interest in Imperial 
Life re-affirmed, 1188. 

Personal purchases of stock, 1188. 

Investments made by Imperial Life, 1189. 

Difference between market value and 
book value, 1189. 

Bonds treated as a mortgage, 1190. 

Purchase of Bank Stock, 1190. 

Stocks not regarded as a permanent in- 
vestment, 1190. 

Purchase of unauthorized securities, 1191. 

Expectation of broader powers of invest- 
ment, 1191. 

Preinaies cause of legislation of 1899, 

Objections to this legislation noted, 1191. 

peeeons for investing in Dominion Coal, 

Classification of investments, 1192. 


Bonds sold higher than market price, — 


193. 

Investments in Atlas Loan Bonds in pay- 
ment of premiums, 1193. 

Losses on investments, 1194. 

Limits to risks—re-insurance, 1194. 


Loss on unauthorized investments to be 
borne by directors, 1194. 

Profits on unauthorized securities, 1195. 

Writing up securities, 1196. 

Pool agreement for the purchase of 
bonds, 1197. 

wit SUR oe claim on a re-insurance policy, 

8. 

Annuity to be paid under contract re 
Senator Fulford, 1198. 

ogee to President Im. & M. Guar. Coy., 

Policies not issued as collateral security 
for a loan, 1200. 

Officials who manage loans, 1200. 
Practice of making loans conditional on 
taking out a policy condemned, 1201. 

Amount of not-taken policies, 1201. 

Corrctions in returns due to errors in 
judgment, 1202. 

Sie fund created in Annuity policies, 

5 

ee: of investments in Imperial Life, 
1203. 

Profit and loss on investments, 1203. 

Memorandum of Mr. John MacKay ~ on 
the Ames loan, 1204. 

Profit and loss statement analyzed, 1204. 

Arbitrary division of expenses, 1205. 

When a policy begins to earn surplus, 
1205. 

Expense of first year’s business, 1205. 

Approval of regulation requiring a profit 
and loss statement to be made annual- 
ly to Government, 1205. 

Steady increase in commissions paid, 1206. 

Reasons for the higher commissions, 1206. 

Commissions preferable to salary for 
agents, 1206. 

Practice of rebating iucreasing, 1206. 

Neither Directors nor officers paid commis- 
sions On personal policies, 1206. 

Occasional commissions paid on Head Of- 
fice application, 1207. 

Procedure in applications at Head Office, 
1207. 

Extent to which rebating is carried, 1208. 

Efforts made to stamp out rebating, 1209. 

Parties who should be penalized, 1209. 

Gains made on a low mortality rate, 1209. 

Loadings sufficient to ultimately carry the 
expense, 1211 

Loading, factor and not mortality factor 
should be relied on to cover initial 
cost, 1211. 


Actuary, not competition, fixes the pre- 
mium rate, 1213. 

Reserve should provide for deferred mor: 
tality, 1213. 

Net premium system of valuation of re- 
serves commended, 1214. 

Select and ultimate methods of valua- 
tion, 1214. 
Initial loadings on new business, 1215. _ 
Gross premium system of yaluation dis- 
carded by strong companies, 1217. _ 
Preliminary term insurance explained, 
1217. 

Non-participating policies issued at net 
premium rate, 1219. 

Opposed to Government fixing the load- 
ings, 1219. : 

Competition to regulate loadings, 1220. 

Commissions paid on  non-participating 
and participating policies, 1220. — 

Rapid expansion of new business in for- 
eign fields, its effects, 1221. yes 

Expense of non-participating policies, 
19292 

Preference for certain class of insurance 
indicated by agents’ commissions, 1225. 

Reasons for discriminating in commissions 
between non-participating and partici- 
pating policies, 1223. ue : 

Mortality. greater in non-participating 
than in participating risks, 1223, 

Changes in loadings on premiums, 1224, 

Percentages on different plans of* insur- 
ance, 1225. 

Profits from various sources, 1225. 

Interest earned on invested funds, 1226. 

High rate of interest due to investments 
in the North West, 1226. y 

Companies seeking increased investment 
powers, 1226. ; 

History of interest earned on authorized 
investments, 1227. ae 

Unrestricted powers of British Compan- 
ies, 1227. f 

Petition presented for increased powers 
of investment, 1227. ; 

Percentage of resisted claims, 1228. ‘ 

Disapproves of a staudard policy form, 
1228. 

Estimates, how affected by change of 
basis of reserve, 1229. 

Purposes of estimates, 1229. 

Propriety of issuing estimates, 1229, 

Profits allocated every year, 1230. 

Disturbing effect of an annual distribu- 
tion of profits, 1230. E 

Mutualizing companies optional, 1230. 


Examined by M®&. HELLMUTH. 


Percentage of expenses to loadings, 1230. 

apente of companies with their loadings, 

Unfair to compare one year’s premium 
income with another year unless under 
conditions, 1231. 

Percentage of increases in premium in- 
come, 1232. 

Extent of re-insurance: effected by Imper- 
ial Life, 1232. 

Benefits derived from re-insurance, 1232. 

Initial expense, how borne in cases of 
re-insurance, 1233. 

Entire loading used for expenses, 1234. 

Sources of profit to policyholders, 1234. 

Variation in loadings for different kinds 
of policies, 1234. 

Expenses of all Canadian Companies ex- 
ceed their loading, 1234. 

Percentage of loading on non-participat- 
ing policies, 1235. 

‘Proportion of deferred dividend policies 
issued, 1236. 

Life insurance features in annuity poli- 
cies distinguished, 1239. 

Proposed amalgamation of Imperial Life 
with Manufacturers and Temperance 
and General discussed, 1239. 

Abnormal increase of lapses, 1240. 
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BLacKADaR, A. K.— BLACKADAR, A. K.—Coneluded. 


Advances to agents, 131. 


Examined by M8. TILLEY. re Imperial Life, 131. 
i i Computati iti 
Qualifications defined, 80. fore lag 9 er engi Ave 
Duties explained, 81. Directors purchase stock, 134. 
Publication of statements, 81. re Imperial Life, 135. q 
Deposit of securities, 82. Contemplated changes in the law, 135. 
Assist in inspection, 82. re Confederation Life re-insurance, 136, 
Companies not inspected, 83. Loans on stocks and bonds, 136. 
re Great West Life. 83. ve Imperial Life securities, 136. 
re Canadian Fire, 83. re Manufacturers’ Life securities, 137, 
re Sun Life, partially. 83. re Prudential Securities Co., 137. 
re Sun Life, completed, 84, Expense ratio of Manf. Life, 139. 
Insufficiency of staff, 84. Commissions paid. 140. 
Inspection methods explained, 86. re Continental Life, 140. 
Companies’ assets, 87. re expense ratio to income, 141. 
Disturbance of assets noted, 88. re Imperial Life, 141. 
Expenditure on real estate, 88. re North American Life, 141. 
re National Life, 89. re Home Life, 142. 
Loans on real estate, 89. re Confederation Life secvrities, 142, 
Loans to policvholders, 90. Unauthorized investment, 143. 
Additional staff required, 90. I. O. Foresters, 144. 
Company auditors, 91. re Temple Building, 144. 
Errors of auditors, 92. Expenses of I. O. F., 144. 
Errors corrected, 93. re Ontario Realty Co., 145. 
Securities, market valne, 94. re Home Life Real Estate, 145, 
Direction as to methods, 94. re Confederation Life, 145. 
Checking of returns. 95. re Central] Life, 146. 
re Canada Life, 96. re Sun Life securities, 147. 
No enquiry as to expenses, 99. re Manufacturers’ Life, 147. Me 
Unauthorized securities, 101. ‘ re Confederation Life securities, 147; 
Definition of a ‘‘Reserve,” 101. re Contingent account, 148 


Meaning of “net premium,” 102. re Sun Life securities, 148. 


re Home Life, 102. 
Non-participating premium, 102. 
Participating premium, 102. 
Expense account, 103. 

Rates of interest as to reserve, 104. 

re Canada Life. 105. 

re Confederation Life, 105. 

re Dominion Life. 105. 


Examined by MR. HELLMUTH, 


re Sun Life returns, 150. 
re North American Life, 151. 


FITZGERALD, Wm.— 


re Great West Tife. 105. 3 Examined by MR. TILLEY. 

ao le Cah aS Duties as Superintendent, 5. 

re North American Life, 105. Members of staff, 6. 

re Sun Life. 105. Duties of staff, 7. 

re London Life. 105. Companies incorporated, 8. 
Valuation of policies, 106. Insurance Act explained, 9. 
Memoranda of inspection produced. 107. ce ete ba he apn 
Methods of inspection | exvlained, 108. Mixed Thea acts 1s 
Beeeaines Ct mevate, HOE. Securities defined, 12. 
List of Companies not inspected, 109. substituted, 13. 

re Domn. S. F. Assn. 109. valued, 13. 

re Mutual Relief Society, 109. on deposit, 15. 

re Great West Life, 110. withdrawn, 16. 
Charitable gifts by companies, 110, to be increased, 18. 


Assets vested in trustees, 20. 


re North American Life, 110. 
a i Trust deeds, 21. 


re Canada Life, 111. 


ve Manufacturers’ Life, 111. ibe phe caine 
Expense ratio to income, 111. Ae ee Uteka ed atent nh 

re Royal Victoria Life, 111. Publication of returns, 23. 

re Home Life, 115 Mortgage securities. 28. 

rau Home life Buildin 116 Inspection explained, 29. 

oe ¥ g; vine Neal estate valuation. 33. 
pete Sa kd securities, 117. re National | Life. ae 

’ Lf ome 1 6, ° 

re aga a a a epee 118. ok Eecoiiow | Laken ae 

TeV , te - 0O., , U. 8. State securities, 35. 
Classes of securities, 119. Trust Deeds—Foreign Companies, 36. 

re Home Life, 119. Deposits released. 37. 

re Royal Victoria Life, 119. re Aitna Life, 37. 

re Central Life. 120. ve Manufacturers’ Life, 37. 

re Bun Life, 122. re Imperial Life, 37. 
‘Blue Book amended, 122. Salaries of officers, 38. 
Writing-down securities, 123. Companies reply, 39. 

re Denver & 8. W. Ry. Oo., 123 refusal, 359. 

a Me Naas es x : re Standard Life. 39. — 
Writing-off securities, 123. re London & Lancashire, 40. 

re Mexican L. & P. Co. stock, 124. re Mutual Reserve, 40 
Adjustment of ledger accounts, 125. ve Sun Life 40. 


Enquiries made as to values, 127. re Imperial Life, 41. 


i i Inspection and checking, 43. 
re North American Life, 127. Teacowaeeretanhne as. 


Larose in securities other than Can- Great West Life inspected, 46. 
adian, . Inspection, regular. 
Foreign mortgages, 128. re London Life, 46. 


re re-insurance reserve, 129. Special, 48. 


- 
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Securities unauthorised, 49. 
re North Am. Life, 50. 
ve Sun Life, 50. 
re Federal Life, 51. 
re ©anada Nife. 51. 


Licenses cancelled, 53. 
re Provl, Provident, 53. 
Valuation of reserve, 53. 


Reserve explained, 54. 
increased, 54. 
re Sun Life, 55. 
basis of valuation,57. 
re Sun Life, 58. 


Stock increased, 59. 

re Canada Life, 59. 
Enspection fees, 61. 
Methods of book- keeping, 6s: 
Affidavits to assets, 64. 


Assessment Companies, 65. 
re Woodmen of the World, 65. 
re C.M.B.A., 65. 


Reserves—basis of computation, 66. 
ve National Life, 67. 

Assessment Companies, 68. 

1.0.F., 68. 

Commercial Travellers, 68. 

Woodmen of the World, 68. 

O.M.B.A., 68. 


Assessment Companies securities, 69. 


Powers of investment, 72. 

re Canada Life, 72. 

re Sun Life, 72. 

re North American Life, 72. 
Unlisted securities, 74. 
Writing-up securities, 75. 


Securities for foreign business, 76. 
ve North American Life, 76. 


Recalled. 


ye overdrafts, 151. 

re Canada Life, 151. 

re Manufacturers’ Life, 152. 
Unathorized securities, 152. 

re North American Life, 152. 

re Sun Life, 152, 

re Royal Victoria Life, 152. 


re Sun Life, Canadian investments, 153. 
re North American Life, foreign invest- 


ments, 154. 


re Canada Life, special powers, 155. 


re North American Life, loans, 156. 
Powers under the Act, 157. 
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British life companies’ reports, 173. 

re Sun Life, 174. 

re Mutual Reserve, 175. 

re Dominion Life, 175. 

re Manufacturers’ Life, 176. 

re Sun Life, 176. 

re Canada Life, 176. 

re Confederation Life, 176. 
Proposed changes in Act, 177. 

re Sun Life, 177. 
Licenses to foreign companies, 180. 
Lloyd’s Institution, 181. 

re Mutual Reserve Life. 181. 
Assessment Companies, 181. 
Classes of investments, 182. 
Securities deposited, 182. 
Amendments proposed, 183, 
Disallowance of unauthorized assets, 
Loans on collateral securities, 185. 


Analyzing proposed amended returns, 


184. 
186. 


Proposed prohibition of Assessment Com: 


panies, 187. 

re Sun Life investments, 188. 

re Sun Life Foreign Reserve, 188. 
re Federal Life, 189. 

re Canada Life. 189. 

re Travellers’ Ins. Co., 189. 


re Travellers’ Insurance Co. registra- 


tion, 191. 


re British Empire Mutual inspection, 
192 


re London & Lancashire inspection, 


192. 


re Travellers’ Insurance Co, inspection, 


192. 


re I. O. Foresters’ case deferred, 192. 
Companies depositing securities with Trus- 


tees, 192. 
Companies re Equitable Life, 192. 
Companies re London & Lancashire, 
Companies re Mutual Life of N. Y., 
Companies re Mutual Reserve Life, 
Companies re New York Life. 192. 


192. 
192. 
192. 


Companies re Pelican & British Empire 


Life, 192. 
Companies re Standard Life, 192. 


Companies re Travellers’ Ins. Coy., 192. 


Office staff—Report on, 192 


Canadian Companies, Report on policies, 


195. 

re Confederation Life, 195. 

re Excelsior Life, 195. 

re Great West Life, 195. 

re Central Life, 195. 

re Sovereign Life. 195. 

re Union Life, 195. 
Industrial policies defined, 195. 


re Sun Life, foreign investments, 157. 

re Royal Victoria Life, unauthorized in- 
vestments, 158. 

ae Canada Life, powers of investment, 


re es Life, 159. 

re Sao Paulo Tram. L. & P. Coy., 161. 
ve Canada Life, 161. 

re Federal Life, 162. 

ve North American Life, 162. 

ve Manufacturers’ Life, 162. 

fe Imperial Life, 162. 

re Sun Life, 162. 

ba ny Ba Life—bogus entries, 


ve Sun Life withdrawals, 164. 

ve Manufacturers’ Life report, 165. 

re Manufacturers’ Life investments, 165. 

ve Manufacturers’ Life unauthorized in- 
vestments, 166. 

re Manufacturers’ Life illegal invest- 
ments, 


ge Manufacturers Life adjustment 
made, 168. 

re Manufacturers’ Life loans to direc- 
tors, 169 


re Manufacturers’ Life Prudential Se- 
curities Coy., 170. 
re Sun Life investment powers, 172. 


Canadian Life Ass., Off. Assn., 172. 


Foreign Companies—Report on policies, 
195. 
Foreign Companies re Equitable Life, 195. 


Foreign Companies re New York Life, 195. 


Foreign Companies re Liverpool, London 
& Globe, 195. 


Foreign Companies re Commercial Union, 
195 


Foreign Companies re State Life, 195. 


Increase of office staff, 195. 
Legislation of 1899, 196. 
Increase of Reserves, 196. — 
Circular Letter to Companies, 197. 

re Sun Life, 197. 

re North American Life, 198. 

re Sun Life, 198. 

re Confederation Life, 201. 

re Canada Life, 202 

re Temperance & Genl, Life, 202. 

re Federal Life, 202. 

re London Life, 202. 

re Dominion Life, 202. 

re Royal Victoria Life, 202. 

re Great West Life. 202. 

re Northern Life, 202. 

re Imperial Life. 202. 

re North American Life, 202. 

re Ontario Mutual Life, 202. 

re Manufacturers’ Life, 203. 
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Deputation waits on Minister, 203. 
re Confederation Life, 
re London Life, 203. 
re Canada Life, 203. 
re Temperance & Genl. Life, 203. 
re North American Life, 203. 
re Manufacturers’ Life, 203. 
re Excelsior Life, 203. 
r@ Temperance & General Life, 203. 
re Confederation TLife, 204 
re Great West Life, 204. 
re North American Life, 204. 
re Imperial Life, 204. 
re Federal Life, 204. 
re Canada Life, 204. 
re London Life. 204. 
re Northern Life, 204. 
re Ontario Mutual, 204. 
re Dominion Life, 204. 
re Royal Victoria Life, 204. 
re Mutual Reserve, 209. 


Discussions on proposed amendment to 
Act, 204. : 
re Sun Life, 205. 
re Imperial Life investments, 205. 
re Imperial Life inspection, 207. 


Chairman Banking and Commerce Com- 
mittee, 207 
re Union Life incorporation, 208, 
re North American Life. 208. 
re American National ‘Agency, 208. 
re Wnion Wife charter, 209. 
re Union Jife assets, 210. 
re National Agency shareholders, 211. 
ve North American Life, 211. 
ve Union Jiife stock. 211. 
re North American Life re-insured, 212. 
re Union Wife resources, 212. 
re Union Life Industrial, 914. 
een Life ratio of income expense, 
5. 
re Union Life child insurance, 216. 
ve Equitable Life. 216. 
re Central Life. 216. 
re Union Life and National Agency, 216. 
re Century Life, 217. 
re Century Tife charter, 218. 
re Union Life capital stock, 218. 
foe een Life ratio expense to income, 


re Union Juife lapsed policies, 220. 

re Union Wife child insurance,. 220. 

re Union Life industrial policies, 220. 

ee er ony yan Life industrial policies, 
2: 


Yncrease of office staff, 222. j 
re Federal Life Report, 223. i 
re Federal Life unauthorized securities, 

223. 
re pop Life industrial Companies, 
2 


re Metropolitan Life industrial Compan- 
ies, 224. 

re North American Life Report, 224. — 

re North American Life Foreign Securi- 
ties, 224 


Opinion on statement of assets, 225. 

re Sun Life, 227. 

re North American Life U. 8. invest- 

ments, 227. 

re Home Life report, 228. 

ve Home Life securities, 228. 

ve People’s Life, 233. 

re Central Life application, 229. 
Establishing new companies, 229. 
{Impairment of capital, 229. 
Ratio of expense to income, 230. 

ré Union Life, 231. 
Union Life National Agency charter, 231. 
Union Life Securities, 232. 
Opinion as to silent assets, 233. 

re Sun Life, 233. 

re North American Life, 233. 

re cea Life unauthorized investments, 

234. 
ve Union Life. 236. 
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Memo on Child Insurance, 236. 
re Central Life, 
Be ome Life, impairment of capital, 


Ratio of expense to income, 237. 
Excessive cost of new business, 237. 
Rebates considered, 239. 
re Home Life Building, 240. 
re Covenant Mutual, 240. 
re Home Life Securities, 241. 
re Manufacturers’ Life Securities, 242. 
re Prudential Security Company, 242. 
re Manufacturers’ Life, 243. 
eR opel Ey Life Foreign Securities, 
Manufacturers’ Life Commuted Commis- 
sions, 245. 


Recalled and examined by MR. TILLEY. 


Identifies papers relating to rebating and 
Bill introduced in the Ho. of C. in 
1892, 3212. 

Opinion of legislation against rebating, 

eat on rebating, how to be imposed, 


Papers relating to rebating filed, 3213. 

Correspondence relating to legislation of 
1899 with regard to increased invest- 
ment powers, filed, 3213. 

Subsequent correspondence on same sub- 
ject to 1905, identified and filed, 3213. 
Papers, relating to application of Cana- 
dian Order of Foresters’ incorporation 

in 1895, identified and filed, 3213. 

Correspondence and reports relating to 
the legislation of 1894, identified and 
filed, 3214. 

Papers relating to child insurance iden- 
tified and filed, 3214. 

Papers relating to legislation re Jocomo- 
tive engineers, identified and filed, 3214. 

Papers relating to fire underwriters and 
peu ioba legislation, identified and filed, 

Papers relating to legislation re British 
America Life Ins. Co., identified and 
filed, 3214. 

Papers relating to the incorporation of 
the Monarch Life Ins. Co., identified and 
filed, 3214. 

Papers relating to the returns of British 
Companies, identified and filed, 3215. 
Reasons for delay in British Companies 

making returns, 3215. 

Papers relating to legislation re Sons of 
England Benefit Society, identified and 
filed, 3215. 

Papers relating to legislation re Indepen- 
dent. Order of Foresters, identified and 
filed, 3215. 

Papers relating to the Burglar Guarantee 
Company, identified and filed, 3216. 

Papers relating to legislation re Cana- 
dian West Life Ins. Co., identified and 
filed, 3216. 

Papers relating to legislation re North 
American Life Ins. Co., identified and 
filed, 3216. 

Papers relating to the investment pow- 
ers of Confederation Life, identified and 
filed, 3216. 

Correspondence with Monarch Life Ins. 
Co., identified and filed, 3216. 

Memorial presented to Life Managers’ 
Association, reviewed. 3217. 

Recommendations relating to investment 
powers distinguished, 3217. 

Scope of legislation on investment pow- 
ers, 3218. 

Effect of compelling British Companies to 
furnish a gain and loss return, 3218. 
re pons Liverpool & Globe Ins. Co., 

3218. 
re Nore British & Commercial Union, 
3218 


re Standard Life. 3218. 
re Pelican Life Co., 3218. 
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_ INSURANCE DEPARTMENT—Continued. 
FITZGERALD, Wm.—Continued. 


Propriety of furnishing a gain and loss 
return considered, objections pointed 
out, 3219. 

Recommendations of Life Managers on 
computing the reserve liabilities on poli- 
cies questioned and effects considered in 
case of insolvency, 3219. 

Objections to the publication of estimates 
in Government Returns, 3220. 

Difficulty of legislating against agents 
making e®timates, 3220. 

Approves of recommenaation of Life Man- 
agers as to having annual statement 
submitted and signed by Board of Di- 
rectors, 3221. 

Amalgamation of Companies, legislation 
should be modelled after the English 
Act, 3222. 

Incorporation of Life Officers’ Association 
considered as having the same status as 
the Bankers’ Association, 3222. 

Rights of different companies under the 
investment clauses of the Insurance Act 
differentiated, 3222. 

Commissions paid to agents, effect of leg- 
islation reducing, 3223. 

Quinquennial in preference to an annual 
accounting recommended, 3223. 

Disapproves of the adoption of standard 
forms of policies, 3223. 

Correspondence with King’s Printer on the 
subiect of printing insurance Reports, 
produced and filed, 3223. 


Examined by Mr. HELLMUTH. 


Publiaity returns published in Canada 
as detailed as those published in Eng- 
land, 3224. 

Unlimited investment powers of Compan- 
ies in England, admitted, 3224. 

Recent decision in England to permit tor- 
eign companies to have aJl the privi- 
leges of home companies, 3224. 

Basis of reserve not a subject of legisla- 
tion in England, 3224. 

Legislation of 1899 on subject of chang- 
ing the reserve, how initiated, 3225. 
Extent of opposition to the change in the 

basis of reserve, 3225. 

Rise in the rate of interest regarded as 
accidental, 3225. 

Effect of a change in the basis of reserve, 
on the policyholder, 3225. 

Copy of “Insurance Press” containing re- 
port of a conference had with Minister 
of Finance on change in basis of reserve, 
produced and filed, 3226. 

Companies valuing their reserves on 2 
lower rate of interest than the Govern- 
ment requires, object and effect of, 3228. 

Should Government have a finer standard 
for calculating reserves? 3228. 

Investment powers conferred by the legis- 
lation of 1899. contrasted with the Eng- 
lish system, 3229. re 

Insurance funds and Trust funds distin- 
guished, 3229. 

Insurance funds given wider powers of 
investment than trust funds, reasons 
for, 3230. 

Draft Bills submitted conferring wider 
Done on Superintendent of Insurance, 
Syl 

Insurance department powerless to stop 
license until a condition of insolvency 
arose, 3231. 

Reasons for making no inquiry into the 
ratio of expense to income, 3231, 

Efforts made to obtain information from 
companies beyond that permitted by the 
Insurance Act, how directed, 3232. 

Illustrations of instances that demanded 
wider powers vested in Superintendent 
of Insurance, 3232. 

Certain wider powers to be vested in the 
Superintendent of Insurance deemed de- 
sirable, 3233. - 


INSURANCE DEPARTMENT—Concluded. 
FITZGERALD, Wm.—Concluded, 


Direction in which the Insurance Act 
might be profitably strengthened, 3234. 

Legislation passed against the approval of 
Superintendent, 3234. 

Opposition to legislation re Mutual Re- 
serve Life Ins. Co. Bill, 3235, 

Mutual Reserve Life Ins. Co. Bill filed, 
32356 

Assessment policies acquire no valuable 
interest as a rule, 3236. a 
Approves policyholders sharing in the 
management of companies, 3236. 

Recent legislation conferring powers on 
policyholders to vote, 3237. 
re Western Life Ins. Co., 3237. et 
Conflict between Provinces and Dominion 
as to jurisdiction of companies licensed 
by the provinces, 3237. : 
Dominion contends Provincial companies 
extending business beyond its own Pro- 
vince must obtain a Dominion license, 
O20 le 

Correspondence between the Insurance 
» Dept. and Ontario Govt. on the rights 
of companies licensed by Province to 
do business outside the Province, filed, 
3238. 

Cuestions raised still undecided, 3238. 
State insurance memorandum on insur- 
-ance laws of New Zealand, 3239. 
Foreign companies investing in name of 
Trustees, to what extent taken advan- 
tage of, 3239. , : 
Foreign companies investing in Foresters 
securities, not permitted to Canadian 
companies, 3239. 

Companies working under old trust deeds 
have wide powers of investment, 3240. 


HELLMUTH, Mr. Statement re Mr. Fitzger- 
ald’s examination, 77. 

JARDINE, Arbuckle. See “Great West,” 1873. 

JEFFERY, Dr. See “‘London Life,’”’ 1509. 


JENKING © bape eeKeGe See ‘Manufacturers’ 
Life,’’ 251-413, 483-499. 


Kincour, David Erret. See ‘North Ameri- 
can,” 754-782. 


Kine, Dr. John 8. See “Home Life,” 2115- 
Qiale 


Kine, John §. See ‘Home Life,” 2109-2113. 


* Kirpy, John B. See “Home Life,” 2056-2060, 


2191-2193. / 

LATCHFORD, F. R., K.C. See ‘Catholic Mut- 
ual,’ 1850. 

LeBeur, Calixte, K.C. See ‘Manufacturers’ 
Life, 466. 


Lerurery, Alfred <A. See ‘‘Foresters,” 2502- 
2519. 


‘LeircH, Malcolm UL. See ‘‘Foresters,” 3107. 


LEVESCONTE, ;Robert ©. See ‘Foresters,’ 2424- 
2434, 2500, 2512, 2610. 


LirzE MANAGERS’ ASSOCIATION. 
BRADSHAW, Thomas— 
Examined by Mr. TILLEY. 


History of the Association outlined, 1242. 
Persons composing the Association, 1242. 
Constitution of the Association filed, 1242. 
Efforts at Incorporation and attendant 
_ difficulties, 1243. 

Benefits to be derived from incorpora- 
tion, 1244. hve 
Discrimination employed in admitting 

companies to membership, 1245. 
got iaresg bere for membership, defined, 
5 


Expenses of the Association, their nature, 
Te 


INDEX. 


Lire Managers’ AssociaTion—Continued. 
BRADSHAW, Thomas.—Continued. 


No power to enforce resolutions, 1247. 
Assessment companies not admitted to 
membership, 1248. 

Rejected applications reported to a bur- 
eau of information, 1248. 

Bureau named the Library Bureau of 
Boston, 1248. 

How information of rejected applicants 
is conveyed, 1249. 

Careful selection of risks a science, 1251. 
Circumstances under which a misleading 
statement would not void a policy, 1251. 
Injurious effects of contesting a policy 
on trivial objections, 1251. 

The Hine system of procuring information 
on rejected applications, 1251. 

Fraternal and assessment companies not 
members of the Bureau, 1252. 
Companies required to be recommended 
bv the Association to get the benefit 
of the Library Bureau, 1252. 

I.0.F. not a member of Association, 1254. 


Association interested in legislation by 
different, Provinces, 1255. 

Opposed to legislation respecting proof of 
age, 1255. 

Facilities afforded for giving proof of age, 
1256. 

No poliev voided on account of error in 
age, 1256. 

Ue ett how adjusted in case of death, 
1256. 

Deduction in case of overstating his age, 
1256. 

Refund in case of understating his age, 
1256. 

Want of uniformity in the Provincial In- 
surance Acts, 1257. 

Preferred beneficiaries varied in different 
Provinces. 1257. 

Provincial Insurance Taw in different pro- 
vinces contrasted, 1257. 

Efforts to secure uniformity. 1258. 

Petition to license Agents. 1258. 

Ontario Provincial legislation relating to 
taxation, 1259. 

pecans for exemption from taxation, 
1259. 

Life Insurance companies a perpetual in- 
stitution, 1261 

Legal opinions on the validity of the On- 
tario Revenue Act, 1261. 

Memorandum re Taxes & Licenses, 1262. 


eer levied in the different Provinces, 


High tax in Province of Quebec. 1262. 

Total taxes paid in Canada. 1263. 

Taxes paid out of general funds, 1263. 

life insurance still retains its essential 
elements, 1264. 

Basis of taxation proposed British Colum- 
bia legislation, 1264. 

Reserve should be exempt, 1264. 

Payment of fees to Insurance Department 
approved. 1265. 

Taxation by municipalities disapproved, 
1266. 

Efforts to secure uniformity in conduct 
of business, 1266. 

Agitation to secure uniformity in com- 
missions, 1268. 

Report giving schedulé of commissions 
proposed, 1269 

Eyes to secure persistency of business, 

Proposed scheme to secure uniformity not 
adopted, 1270. 

Reasons for its failure, 1270. 

Paper on “uniform Commissions,” 1270. 

Policyholders as Directors approved, 1274. 

Uniform commission arrangement should 
have the sanction of all important com- 
panies, 1275. 

labour involved consequent on a change 
in the basis of reserve, 1276. 

een of change left with Committee, 

Extra hazardous risks, 1277. 


” 
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Lire MANAGERS’ ASSOCIATION:--Continued. 
BRADSHAW, ‘‘homas.—Continued. 


Mr. Bradshaw presents two systems of in- 
vestment powers, differences distinguish- 
ed, 3174. 

Restricted powers of investment recom- 
mended, 3174. 

Investments should not be territorially 
prescribed, 3174. 

Disadvantages of undue investment of in- 
surance funds in mortgages on real es- 
tate, 3175. 

Instances of losses incurred in conse- 
quence, 3175. 

Re Australian investments, 3175. 

Sugegstions offered to make returns of 
investments to Government more com- 
plete, 3176. 

Mr. Bradshaw on State Insurance, 3193. 

Helpful in educating public opinion, 3193. 

Helpful in reducing ratio of expense, 3193. 

Not antagonistic to regular life insurance 
companies, 3193. 

Re New Zealand, 3193. 

State insurance in Great Britain not suc: 
cessful, reasons for, 3193. 

Historical sketch of State insurance in 
New Zealand, 3193. 

Expense rate higher than the Australian 
Mutual Provident, 3195. 

Expense rate lower than American com- 
panies, 3195. 

All kinds of policies written, 3195. 

Mr.+Bradshaw gives New Zealand State 
mortality rate below H. M. table, 3195. 

Conditions on which State insurance in 


Sr da can be successfully conducted, 
ay, 


: ge 

BURKE, Mr. President, names the members 
of the Delegation and Companies re- 
presented, 3140 

Memorial presented and read by Mr. 
Burke and filed, 3141. 

Adequate publicity, meaning of “ade- 
quate,” 3141. 

Benefits of publicity elaborated, 3141. 

Extent and character of publicity in Eng- 
land, ; 

Practically no restrictions on life insur- 
ance investments in England, 3142. 

Publicity given by British Companies, 
basis of valuation made, 3143. 

British and Canadian forms of returns 
made to Government contrasted, 3144. 


Investments, should the history of their 
movements during the year be given in 
Government returns, 3145. 

Uniform regulations of surrender and non- 
forfeitable nrovisions in policies disap- 
proved of, 3145. 

Absolute freedom of investment in the 
eee of any country recommended, 


Investment in debentures, etc., of cor- 
porations of a certain class approved 
of, 3146 

Bond and debenture securities differen: 
tiated, 3146. 

Securities, when unauthorized, 3151. 

Choice of stocks to be in the discretion 
of the Board of Directors, 3151. 

Re practice in Great Britain, 3151. 
Re practice in Australia, 3151. 

Territorial distinctions 2s to fields of in: 
vestment to be abolished, 3151. 

Mortgages on real estate not favoured, 
3152. 

Losses on mortgages on real estate, causes 
Of.) 5153: 

Investment on margins disclaimed, 3154. 

Depreciation in price of British Consols, 
canses of, 3154. 

Pamphlet on investment powers of com- 
panies in France, produced and filed, 
3154. 

Depreciation of securities consequent upon 
the increase in the rate of interest, 
3155. 
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Lire Manacers’ Association—Continued. 


BurRkKE, Mr.—Concluded. 


INDEX. 


LIFE MANAGERS’ ASSOCIATION—Continued. 


Losses made by companies investing in 
gilt-edged securities, 3155. 

Factors which enter into the value of 
bonds and stocks, 3156. ; 
Arrangements made for resumption of 
discussion, and topics suggested for con- 
sideration, 3159. 

’ JUNKIN, Mr., makes statement, 3183. 
Rate of interest earned on mortgages, 


limitations to, 3183. 


Advantages of wide powers of investment 


pointed out, 3184. 
Macavutay, T. B., makes statement, 3176. 


Association favours fullest publicity in 
Government returns, 3176. 

Present investing powers satisfactory to 
Sun Life Co., 3176. 

Exception that full freedom to invest in 
foreign securities be permitted, 3176. 

Objects, greater safety and removal of 
injustice, 3176. ; 

Canadian companies placed at disad- 


vantage with British and American com- 
panies doing business ‘in Canada, 3176. 


Inspection by Government of foreign in- 


vestments, 


efficiency not impaired, 3177. 


Insurance funds and trust funds differen- 


tiated, 3177. 


Insurance funds not trust funds in the 


narrow sense of that phrase, 3178. 
Insurance funds similar to deposiis 
Banks, 3179. 


in 


Average rates of interest earned by Cana- 
dian Insurance Companies as contrast- 


ed with for@f?en companies, 3179. 


Average rate of interest earned by Toronto 


General Trusts Corporation, 


investing 


within the Trustee Investment Act, 3179. 
Opinion of Armstrong Commission that 
restrictions on investments analogous to 
savings banks would be inadvisable, up- 


held, 3181. 


Impairment in value of a good security 
due to increase in rate of interest, 3181. 


Principle of net premium valuation 
fixing reserve recommended for 


tion, 35188. 


in 


adop- 


Modified preliminary term for first year, 
full reserve in fifth year endorsed, 3188. 
Provisions vesting powers in Superintend- 
ent of Insurance to continue license to 


a company technically insolvent, 


3190. 


Provisions for amalgamation not strin- 


gent, 35190. 


Illustration of a fusion of British com- 


panies doing business 
plying with requirements of 
ing to Government deposits, 
Average expense. of eleven 
ing business in New Zealand, 3195. 


3191. 


in Canada com- 
Act relat- 


companies do- 


State Department not more economical 


than other companies, 3195. 


Expresses pessimistic views as to the suc- 
cess of State insurance in Canada, 3196. 
Refers to non-success of British Govern- 


ment insurance, 3196. 
Disapproves of limiting ratio of 
3198. 


expense, 


Limitations to volume of new business not 


pertinent in Canada, 3198. 


Prevailing views of members of the asso- 


ciation on the subject of control 
stock, 3201. 


of 


Sympathy expressed favouring cumulative 


3201. 


voting, 
in adopting provisions 


Difficulties 
ing 


exclud- 
beneficial dealings between officers 


ane directors and their own companies, 
$202. 


MacDoucatp, Mr., makes statement, 3182. 
Insurance business regarded 


as a com- 


bination of a trust and a trading con- 


cern, 3182. 


-Depreciated values 


MacDovuGaLp, Mr.—Concluded. 


Different methods of arriving at average 
rates of interest earned, 3182 

Actuarial valuations made to arrive at a 
surplus for distribution of profits, 3183. 

Depreciation in value of high class securi- 
ties, how detached from the surplus to 
be distributed, 3183. 

) not written off until 
disposed of, 3183. 

Yearly returns of gain and loss, 3184. 

Statement which involves an actuarial 
valuation touching mortality objection 
able, 3184. 


British ae and loss statement explain- 


ed, 

British companies conduct business with- 
in expense loading, 3185. 

Draws attention to the importance of con- 
sidering the limitations of expenses and 
te cals. remedies in lieu of legislation, 

Is of opinion that a State insurance in 
Canada would be helpful to insurance 
interests generally, 3198. 

If carried on as in England it would be 
perfectly harmless, 3198. °¢ 


MACDOUGALD, Alfred— 


Examined by Mr. SHEPLEY. 


Connection with the British Empire and 
Mutual Company, affirmed, 3272. 

Report on strengthening reserves, and 
passing a bonus by reason thereof, 3272. 

Basis of computing reserves in England 
and Canada, 3272. 

Reasons for adopting a different’ basis of 
computing reserves in England and Can- 


Adan wonnee 
Tables employed in effecting a valuation 
in both countries, Tens 


Insurance Act regarded as permitting the 
reserves to be strengthend beyond the 
standard, 3273. 

Strengthening of reserves in best interests 
of policyholders, 3273. 


Premiums of Canadian business lower 
than English business, 3273. 
Percentage of difference in premium 


rates between Canadian and English 
business, 3274. 

Canadian rates increased in consequence 
of the legislation of 1899, 3274. 

Illustrations of the difference in rates be- 
tween Canada and Great Britain, 3274. 

Options offered to Canadian policyholders 
to increase premiums to English rate, 
and share the iuterim bonuses enjoyed 
by English policyholders, 3274. 

Percentage of policyholders who availed 
themselves of the option offered, 3274. 

Allotment of profits to Canadian policy- 
holders, and percentage of bonus earned 
to English policyholders, 3275. 


Reasons for Rritish Empire Mutual oper- 
ating in Oanada, 3275. 


Absorption of the Lion Ins. Co’y, 3275. 


Reasons for. charging lower premiums in 
Canada than in England, 3275. 
Business in Canada and England kept 


separate, 3275. 

Investment of funds in both sections, how 
made, 3275. 

Effect on Canadian policyholders of the 
passing of the bonus consequent on 
strengthening the reserves, 4275. 

Instances of Canadians who accepted op- 
tion, and its beneficial results. 3276. 

Probable effect on Canadian policyholders 
who did not accept the option, 3276. 

eee to be served by passing a bonus, 


Annual report of the British Empire Mut- 
ual Life Ins. Co. on strengthening re- 
serves, and letter of Canadian manager 
accompanying Report, when distributed 
to policyholders, filed, 3276. 


Lire MANAGERS’ 
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Association—Continued. 


MACDOUGALD, Alfred.—Continued. 


Return of British Empire Mutual Ins. 
Co. to British Board of Trade, produc- 
ed ‘and. fired; 3277. : 

Interim bonuses, when and how paid, 3277. 

Practically annual bonuses alloted in the 
British Empire Mutual Life Ins. Co., 
3277. Wad t 

Absence of legislative restrictions in Great 
Britain, 3278. ; j ont 

Disapproves of any legislative restrictions 
on investments, 3278. 

Circumstances in Canada differ somewhat 
from Great Britain in imposing legis- 
lative control over investments, 3278. 

Reasons for this difference, 3278. : 

Publicity as a substitute for legislative 
control, effect of in Great Britain, 43278. 

Superiority of British Government returns 
over Canada in giving publicity to the 
‘ratio of expense, 3279. 

Legislation should make 
future investment of 
3279. ; 

Call loans undesirable as an investment 
of insurance funds, 3279. ] : ‘ 

Approves of widening the territorial area 
of investments, 3279. 

Report of speech of General Manager of 
British Empire Life Ins. Co., filed, 3280. 

Government returns shewing gain and loss 
should take account of the mortality 
rate, 3280. 

Yearly information to be furnished In- 
surance Department, shewing percentage 
of loadings to cost of conducting busi- 
ness, 35280. 

Scientific book-keeping methods esential in 
ascertaining effectively the rate of in- 
terest earned on funds, 3280. 

Sale of securities should be separated 
from interest earned in determining 
profits from investments, 3281. 

Approves adoption of a uniform system of 
book-keeping, 3281. 

Reauirements of the Canadian Insurance 
returns compel a want of uniformity in 
book-keeping system, 3281. 

Scientific system of book-keeping prevail- 
ing in Great Britain commended, 3281. 

System in Canada and United States 
deemed unscientific, 3281. 

Reserves may be lower in a company 
where the average old lines preponder- 
ate, 3282. 

Misrepresentations made through the prac: 
tice of canvassing with estimates, 3282. 

Statement of proportion of premiums paid 
is returned hy way of surrender values, 
produced and filed, 3282. 

Policyholders to bear excess of expendi- 
ture, 3282. 

ipaerer ee may be for various purposes, 


provision for 
increasing funds, 


Loadings for expense should be ear-mark- 
ed for that particular purpose, 3283. 
Ratio of exnense higher in Canada than 

in England, 3283. “ 

Effect on nolicyholders when loadings are 
insufficient to meet the expense, 3284. 
Recent law pased in New York with re- 
gard to reduction of expense, its effect 

on Canada,, 3284, 
Forms of Returns to Board of Trade in 
a Sah their applicability to Oanada; 
Memorandum on which the foregoing in- 
formation is given, filed, 3285. 


Examined by Mr. KENT. 


Unable to give any opinion on compulsory 
MEE in disputed death claims, 
3285. 

No opinion formed on advisability of in- 
corporating agents, 3285. 

State insurance to the extent of granting 
annuities not objected to, 3285. 

Deferred dividend plan, how accumulat- 
ing funds should be treated, 3285. 
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Lira MANAGERS’ Associ1aTIOoN—Concluded. 
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MACDOUGALD, Alfred.—Concluded. 


Propriety of insurance companies being 
permitted. to write both participating 
and non-participating business, approv- 
ed of, 3286. 

Reasons for paying larger commissions for 
securing participating than non-partici- 
pating business, 3286. 

Mortality rate higher in non-participating 
ee participating section, reasons for, 

Opinion expressed that there are too many 
life insurance companies operating in 
Canada, 3287. 

Effect of accepting promissory notes in 
fe aes of premiums on lapse rate, 


Doubts wisdom of legislation prohibiting 
payment of premiums by promissory 
note, 3287. 

Disapproves of adoption of standard forms 
of policies, 3288. 

Approves of policy forms setting forth 
conditions and privileges in clear wn- 
ambiguous language, 3288. 

Rates of British companies doing Cana- 
dian business now the same in both 
countries, 3288. 


Papers, Mr., dubious of the success of @ 
State insurance in Canada, 3197. 
ean of business in New Zealand, 


Greater in Australian Mutual Provident 
than in New Zealand State, 3197. 


SANDERSON, Mr., makes statement, 3186, 


Canadian companies in foreign countries 
compelled to comply with demands of 
those countries in compiling gain and 
loss statements, 3186. 

Form of gain and loss exhibit used in this 
Inquiry endorsed, 3187. 

Recommends State issuing all 


mr kinds of 
policies, 3197. 


LIFE UNDERWRITERS’ ASSOCIATION. 


Cox, Herbert C.— 


Examined by Mr. TiI.iey. 


Official connection defined, 3118. 

Commisions paid to agents on new buais 
ness, 3118. 

Yearly earnings to agents on an aver 
age, 3118. 

Percentage of commissions given by agents 
in rebates, 3119. - 

Conditions on which companies make ad- 
vances to agents, 3120. 

Bonds not usually taken as security for 
advances to agents, 3120. 

Advances to agents usually made by gen- 
eral agents, 3120. 

Consideration for rebating, if any made 
Ee ate agents, not the company, 


Commissions to agents on renewals, 3121, 

Renewal commissions paid only to active 
agents, 3121. 

mae of renewal commissions to agents, 

Commissions paid to agents for securing 
investments on mortgages, 3121. 


MILNE, William S.— 
Examined by Mr. TILLeEY. 


Official connection defined, 3109. 
Formation of the association, 3109 
Local associations previously existing, 3109, 
Affiliation with the National Association 
of Life Underwriters of the United 
States, when consummated. 3109. 
Copy of constitution filed, 3109. 
Association no corporate existence, 3109. 
Officers, places and time of meetings, 3110. 
Regulations governing the association, 
persons admitted to membership. 3110. 
Association absorbed all previously ex- 
isting local associations, 3110. 
Membership of association, number and 
quality, 3110. 
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Lirs UNDERWRITERS’ ASSOCIATION—Concluded. LonpDoN Lire—Continued. 


Parkes, Mr., presents memorial of the Agso- RITcHIE, John G.— 


ciation, 3112. 

Recommendations in favour of an anti- 
rebate law, 4112. 

Steps taken to secure incorporation in 
Quebec, 3112. 

Average rate of commissions paid to 
agents, 3112. 

Advances made to agents, effect of, 3112. 


Publicity, its extent and value, 3113. 


Brip. Mr., member of EHrecutive, makes a 
statement, 35111. : 

Members of present delegation, 3111. 

Memorial of association to be presented 
to the Commission, 3111. k 

Community of interest in national de- 
velopment, 3111. 

Importance of Commission emphasized, 
flak 


Present investigation contrasted with in- 
vestigation on insurance matters in 
U. S., effect on the public mind, 3111. 

Severe inspection of Insurance Depart- 
ment amply protects and safeguards 
insurers, 3112. 

On the origin of rebating, 3122. 

Pub icity given to the practice through 
this Commission will increase rebating 
unless penal legislation is adopted, 3122. 

Recommendation that rebating should dis- 
entitle company to a renewal of its 
license, 43123. 

Effect on policyholder, 3123. 

Various methods of penalizing those guilty 
of rebating, difficulties of enforcing, 
3123. ; 

Understanding of policyholder of the 
nature of the contract contained in pol- 
icy, extent of, 3214. 

Modern policies endorsed with a guaran- 
tee value, 3124. 

Suggestions that policies should shew their 
value from time to time, 3124. 

Indifference shewn by insured towards the 
terms of his policy, 3125. 

Objections to making the association a 
close corporation, 3126. 

Certificated agents to be penalized for 
violating rules of association, 3126. 

Agency. when constituted, 3127. 

Estimates, advantages of, 3127. 

Estimates should be published and filed 
in the Department, 3127. 

Estimates generally formed on conserva- 
tive lines, 3128. ‘ 

Publicity and annual accounting under 
subsec. M. of memorial does not refer 
to dividends, but for purposes of Goy- 
ernment returns, 3128. 

Annual accounting for profits on quin- 
quennial distribution recommended, 3129. 

Restrictions with resnect to expenses and 
investments will lessen volume of busi- 
ness, reasons for, 3129. 


Rebating initiated by insured. 3130. 
Rebating not encouraged at Head Office, 
3130. 


Rebating practices deprecated and pro- 
hibitory legislation recommended, 3130. 


Mr. SHePLEY’s letter to Association read, 


1318. 


QONDON LIFE. 
JEFFERY, Dr., loans made to him, 1509. 


Rei. Mr., explains statement showing 


persistency of industrial business, 1544. 


Company did not issue non-participating 
rates, 1551. 


Examined by MR. TILLEY. 


Official connection defined, 1505. 

Incorporated originally by Ontario Legis- 
lature, 1505. 

Names of Incorporators, 1505. 

Capital authorized, subscribed and paid 
up, 1505. 

Powers under original Charter, 1506.. 

Difficuities of keeping a separate account 
between participating and non-partici- 
pating policies, 1506. 

Reasons for higher death rate among non- 
participating policyhoiders, 1506. 

Participating business only to be carried 
on by Stock Company, 1507. 

Non-participating business only, to be 
carried on by Mutual Company, 1507. 

Representation of policyholders on the 
Board, 1507. 

Policyholders’ directors and not share 
holders, 1507 

Debenture policy a misnomer, 1508. 

PE ee under Dominion Charter, 


Preferred shares to be issued at a prem- 
ae to prevent impairment of capital, 

Control vested in certain persons, 1509. 

Loans made to Vice-President, 1509. 

Loans made to Directors, 1510. 

By-laws of London lNLife filed, 1510. 

Agreements respecting re-insurance, 1512. 

Means adopted to prevent further impair- 
ment of capital, 1512. 

Legislation to obtain wider powers of in- 
vestment, 1513. 

Mistaken as to loan to Vice-President, 1513. 

Wertra rs on stock to avoid impairment, 

Losses made on investments, 1515. 

Expense of establishing industrial busi- 
mess, 1515. 

Views expressed on child insurance, 1516. 

Forms of circulars for child insurance fil- 
ed, 1516. 

Ean insured to a limited amount, 
516. 

Industrial insurance applicants not medi- 
cally examined, 1517. 

Cost of conducting industrial insurance 
re Metropolitan Life. 1517. 

Paid-up policies in industrials, 1518. 

Principle of term insurance defined, 1518. 

Procedure in cases of arrears engage- 
ments, 1518. 

rig oenlaee of endowment in industrials, 
af 2 


Investigation in cases of complaints, 1519. 

Persistency of industrial insurance, 1520. 

Statement of commissions paid to agents 
filed, 1520. 

Method of remunerating agents, 1521. 

Agents required to give bonds, 1521. 

Rule for computing the value of 4 busi- 
ness, * 1522. 

Reserve basis same in industrial as in 
other insurance, 1522. 

as of application and certificate filed, 
1524, 

Form of application for endowment poli: 
cies filed, 1524. 

Parties in control of the stock, 1524. 

Names of Directors, 1525. 

Members of Loaning Committee, 1525. 

Loa chiefly in mortgages on real estate, 
1525. 

Rates of interest earned, 1525. 

Procedure in negotiating loans in the 
North West. 1525. 

Personal inspection of localities where 
loans are affected, 1526. 

Inspection of properties guaranteed, 1526. 

Loans not contingent on insurance. 1527. 

Securities held as investments. 1529. 

Form of re-assurance filed, 1530. 
Arrangement as to commissions in cases 
of re-insurance, 1531. ; 


‘ 
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LonpDOoN Lire—Concluded. 
Ritcuiz£, John G.—Concluded. 


Copy of agreement between Metropolitan 
Life and London Life to be filed, 1532. 

Limitations on agents, how imposed, 1533. 

Forms of Superintendent’s agreements fil- 
ed, 1533. By 

Loading required in industrial insurance, 
L530. 


Advances to agents, how treated, 1535. 

Surrender values, how ascertained, 1535. 

Salaries and remuneration of officers 
moderate, 1536. ists 

Surplus, how it would be divided, 1536. 

Reasons against dividing the surplus, 1537. 

Dividends paid on stock, 1537. 

Funds applied to increase the reserve, 1538. 

Profits made on industrial business, 1538. 

Expense account, its nature, 1539. ar 

Procedure in cases of paid-up policies, 
1539. 

Average of commissions paid to agents, 
154 


Amounts earned by agents, 1540. 
Extent to which rebating is carried, 1541. 
Book showing results of policies filed, 1542. 
Ideal Income Bond policy explained, 1542. 
Form of Industrial Policy filed, 1542. 
Profit and Loss statement filed, 1542. 
Cost of first year’s business, 1542. 
Profits, from whence derived, 1543. 
Investments chiefly mortgages and deben- 
tures, 1543. @ 
Insurance monies regarded as trust funds, 
1543. 
Rebating, how to be checked, 1544. 
Copy of the Act incorporating London 
Life, 1544. Pai ; 
Statement showing persistency of indus- 
trial business filed, 1544. , 
Agreement with other companies respect- 
ing agents, 1544. 
Beneficial effects of the agreement, 1545. 
Policies lapsing for non-payment, 1545. 
Gradual process adopted for strengthen- 
ing reserves, 1546. ’ 

Retroactive legis'ation relating to reserves 
of 1899, condemned as improper, 1546. 
Effects of existing legislation to strengthen 
reserves, 1547. aie 
Apportionment of profits, when distribu- 

tion should be made, 1547. | 
Opposed to an annual distribution, 1547. 
Profits apportioned annually, 1547. 
Loading of policies, how graded, 1548. 
All profits go to participating policyhold- 
ers, 1548. ie 
Proiits should not go to non-participat- 
ing policyholders in any event, 1549. 
Restricted capital tends to mutualization, 
1549. 
’ Increased commissions not wholly due to 
rebating, 1550. 
Competition largely. the cause of rebat- 
ine, 1550: 
Percentage of those who carry no other 
than industrial insurance, 1550. | 
Percentage of loading on non-participat- 
ing policies, 1551. 

Non-participating business on the increase, 
notwithstanding, 1551. 

Card system, its convenience, 1552. 


WILson, Matthew, K.C., represents Com- 
pany, Pe 


Luscompn, T. H., Counsel for Woodmen of the 
World, 2478. 


LeBevur. Calixte, K.C., Counsel for Quebec, 
makes statements, 466, 2158. 


MacauLay, Robertson. See “Sun Life,” 2789-2813. 


Macavray, T. B. See “Life Managers.” 3176-3202. 
See “Sun Life,” 2789-2813, 2820-2988. 


MACDONALD, John. See ‘‘Confederation Life,” 
8 5. 


MACDONALD. William C. See ‘Confederation 
Life,’ 828-838, 876-937. 


4a, 


“McCarrny, Leighton, M.P., K:C. See ‘“Can- 


ada Life,” 4112. 


McCurcHEon, James K. See “Home Life,”’ 
2029-2056, 2175-2182. 


McDonatp, Duncan J. See ‘Foresters,’ 2618. 


MacpougaLtp, Alfred. See ‘Life Managers,” 
3182-3199, 3272-3288. 


MCLAUGHLIN. “B.. Jt, K.G—= 
See ‘“Manufacturers’ Life,’ 414, 466. 
Appears for the Union Life, 500, 507, 683. 
See ‘‘Home Life,” 2029. 


Meee John M. See ‘Foresters,’ PAS 


Macer. Charles. See ‘Foresters,’ 2745. 
MANUFACTURERS’ Lire Insurance Company— 


BLAKE, Mr., respecting vice-president’s 
(Manufacturers’ Life) action, 338. 


HELLMUTH, I. F., K.C., Counsel for Ontario, 
makes statement, 467. 


JUNKIN, J. F.— 
Examined by Mr. TIry. 


Defines his original position with Manu- 
facturers’ Life, a 

Amalgamation of two companies, 251. 

Incorporation of Manufacturers’ Life ex- 
pected, 251. 

Previous history outlined, 251. 
uence attend Annual Meeting, 
Returns to Government, 252. 

Increase of paid-up capital, 252. 

poe sheets examined and analyzed, 

Transfer of stock made, 253. 

Control of stock vested in Mr. Cox, 255. 

Officers named, 255. 

Temperance and General Life, 255, 

Stock subscribed, 256. 

Control of stock vested in Mr. Gooder- 
ham, 256. 

Control of stock. passes to Mr. Cox, 256. 

Agreement of amalgamation, 256, 

Officers of Temperance and General Life, 


Zone _ 
Control of Manufrs. Life after incorpora- 
tion, 257: ; 
recente of amalgamation produced, 


Act of incorporation of new company, 253. 

Powers of shareholders -and policyho:d- 
ers, 258. 

Capital stock of old Manufrs. Life, 259. 

Subscriptions to capital stock of new 
company, 260. 

Capital stock of new Manufrs. Life, 260. 

Inaugural meeting of new company, 261. 

Witness makes corrections, 262. 

Witness transfer of interests, 263. 

Witness transfer of stock, 264. 

Shareholders of Manuf’rs Life, 264. 

Holdings of Central Canada, 264. 

Director of Canada Life, 264. 

Manager of Manuf’rs Life, 264. 

Consulting actuary valuing assets, 265. 

Minute Book of Executive Committee, 
265. 

Draft agreement of amalgamation, 265. 

Assets and liabilities of Manuf’rs Life, 
266. 

Assets and Liabilities of Temperance 
and General Life, 266. 

Directors’ meeting of new Company, 266. 

Special meeting of Directors of Temper- 
ance and General Life, 266. 

Honorarium to retiring manager, 266. 

First general meeting of re-organized 
Manut’rs Life, 267. 

First Directorate, 267. 

First dividends paid, 267. 

Allotment of shares, 268. 

Assume obligations of old Companies, 
268. 

Dios paid by the old Manuf’rs Life, 
268. 
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Dividends paid by the old Tem. & Gen- 
eral Life, 268. 3 
Stock transfers in new Manuf’rs Life, 

26 


Witness personally responsible for stock, 
270. 

Transfer of shares effected, 271. 

Advance on Inverness Ry. Bonds, 272. 

Agreements for sale of stock, 273. : 

Attempted distribution of Manuf’rs Life 
Stock, 275. 

Financing of stock purchased, 277. 

Final distribution of stock, 277. 

Purchase price of stock uniform, 278. 

Loan to Mackenzie, Mann & Co., Limited, 
209. 

Securities hypothecated, 282. 

Loan to directors paid, 283. 

Loan to directors again made, 283. 

Securities again hypothecated, 282. 

Annual return of Manuf’rs Lifes, 284. 


Minutes of the Executive Committee, 285. 
Further loan made in 1904, 285. 

Mr. Blackadar’s Report, 285. 
Re-arrangement of securities for loan, 286. 
Repayment of loan, in part, 286. 
Repayment of loan, in whole, 287. 
Release of hypothecated securities, 287. 
Adjustment of securities to comply with 

the terms of the Insurance Act, 287. 


Securities authorized by Insurance Act, 
290. ' 

Information acquired for valuing securi- 
ties, 291. 

Delivery up f securities, 292. 

Correspondence fyled relating to sale of 
stock, 293. 

Voting powers of policyholders, 293. 


Particulars of loan to Directors, 293. 
Redemption of first loan, 294. | 
Change of hypothecated securities, 296. 


Adjusting rate of interest on call loans, 


297. 
Additional call loan to Director, 298. 


Additional call on unauthorized security, 
Noneldeeea as temporary loans, 298. — 

Further loan on unauthorized securities, 
mates loan to Actuary of Canada Life, 
Attractive rate of interest on call loans, 


Transfer of securities to Prudential Se- 
curities Company, 301. 

Purchase of stock, 301. 

Sale of stock, 302. 

Re-purchase of stock, 302. 

Minutes of Finance Committee, 302. 

Sale of stock with guarantee against loss, 
303. 

Re-purchase on demand, 303. 

Personal liability of Directors, 303. 

Purchase of unauthorized stock, 303. 


Re-purchase of unauthorized securities, 
304. 

System of book-keeping explained, 304. 

Departmental Inspector’s Report, 305. 


Personal liability of Directors for loss on 
unauthorized securities, 306. 
Bona fides of call loan redemption, 307. 
By-laws of Manuf’rs Life fyled, 308. 
Members of Executive Committee, 308. 
Duties of Agency Committee, 309. 
Members of Agency Committee, 309. 
Members of Finance Committee, 3509. 
Duties of Finance Committee, 309. 
Disbanding of Finance Committee, 310. 
Appointment of a small Committee, 310. 
Advisory Local Boards in Quebec, 311. 
Minutes of Local Boards, 311. 
Members of Quebec w«.ocal Reference 
Board,, 311. 
Applications for list of policyholders, 311. 
Policyholders to vote in person, 312. 


Examined by Mr. SHEPLEY. 


Call loans on unauthorized securities to 
Directors, 312. 


- Scrutiny of authorized securities, 312. 


Dual capacity of Directors, 312. 
Personality of Directors considered, 314. 
Substitution of securities, 315. 
Directors personally responsible for loss 
on stock, 317. 
Re sean of securities to Manuf’rs 
ife, 
Meeting of Executive Committee, 319. 
Statement of call loans preparing, 319. 
Bank overdrafts, 320. 
Rate of interest on investments, 320. 
Statutory authority for investments, 321. 
Statutory authority, construction of, 321. 
Over-investment caused overdraft, 321. 
Mortgage bonds of Rolling Stock Co., 324. 
Relation of assets to liability, 325. 
Hypothecation of securities by Manuf’rs 
Life to bonds, 328 
On call loans, 328. 
Brokers of Manuf’rs Life, 329. 
Distinction between bonds and stocks, 329. 
Brokerage accounts produced, 329. 
re C. P. R. and Commercial Cable stock 
purchases, 330. 
re Dominion Steel stock, 330. 
pee sin unauthorized securities, 
Purchase made without authority of Fin- 
ance Committee, 332. . 
Shrinkage of Dominion Steel stock, 332. 
Sale of Commercial Cable stock, 333. 
Purchases of Dominion Coal stock, 333. 
Transactions not reported to Board of 
Directors or Finance Committee, 335-> 
Loan made to Director, 335. 
Meeting of Finance Committee, report of 
purchases, 335. 
Real estate given as security for debt, 
with stocks as collateral, 335. 
Repayment of debt due Manuf’rs Life, 337. 
Vice-President acting as broker, 337. 


Examined by Mr. TILuey. 


ate Securities Company formed, 

Ma SEEM at, Securities Company, Directors 
of, i 

Prudential Securities Company, Charter 
of incorporation, 338. 

Prudential Securities Company, Names of 
Directors, 338 

Prudential Securities Company, Object of 
Company, 339. 

Canadian Securities Company, 339. 

Transfer of Securities to the Prudential 
Securities Company, 339. 

Common stock not included in Govern- 
ment returns, 340. 

Liability of Directors for purchases of 
pemeieS Coal and Crow’s Nest stock, 


Discussions at Board meetings, 341. 

Anticipating new legislation, 341. 

Transactions with Prudential Securities 
Co., 342. 

Directors of Prudential Securities Co., 343. 

Personal liability of Directors of Pru- 
dential Securities Co., 344. 

Legal and moral liability, Prudential Se- 
curities Co., 344. 

Sebi se be Securities Company wound up, 


Profits of Manuf’rs Life, 346. 

Profits of Manuf’rs Life applied on Bond 
account, 347. 

Bonus stock as asset®, 347. 

Bonds purchased with stock bonus, 348. 

Value of stock bonuses, 350. 

Method of arriving at value, 350. 

Toronto Hotel Co., bonus stock, 351. 

ayy Light & Power Co., bonus stock, 
Dae 
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ea Development bonds and stock, 


eae aaa authorized by Finance Commit- 
ee, § 

Confirmed by Executive Committee, 354. 
Purchase of Chicago & Milwaukee El. Ry. 
bonds and stock bonus, 360. o 
Authorized by Executive Committee, 361. 
Company no party to underwriting agree- 

ment, 362. 
Gifts to National Sanitarium Assn., 362. 
Statement of legal expenses, 362. 
Statement of officers’ salaries, 362. 
Salaries fixed by Salary Committee, 363. 
Allowance to Directors, 363. 
Allowance to members of Committee, 364. 
Honorarium to President, 364. 
Honorarium, to Vice-Presidents, 364. 


Examined by MR. SHEPLEY. 


Commuted commissions, 365. 

Increase of honorarium to President, 366. 

Increase of honorarium, purpose of, 366. 

Assignment of interest in commuted com- 
missions, 367. 

Assignment of interest in lapses and sur- 
renders, 367 

Advances on commuted commissions, 368. 

Loan on Leslie property, 368. 

Sale of Leslie property, 368. 

Increased honorarium to President, a re- 
payment in advance, 369. 

CE of Government Inspector, 


Book-keeping entries examined, 371, 

Expenses of new companies, 372. 

Impairment of capital, 372. 

Agents’ commission paid to person insur: 
ed, 374. 

Agents’ commission allowed to insurance 
men, 374. : 

Suppression of payments from Govt. re- 
turns, 375. 

Statement of investments, 375. 

Benes and gales of stock enumerated, 
(ee 

Changes of investments enumerated, 379. 


Examined by Mr. TILury. 


Purposes of the Finance Committee, 381. 

Manager authorized to sell Toronto Elec- 
tric Light stock, 382. 

Dealings in speculative stocks, 382. 

Purchase of C. P. R. stock, 383. 

Executive Committee approves of pur- 
chase, 385. 

ry Edward Office Building Company, 

Purchases of Dominion Coal stock, 387. 

Purchase of Twin City stock, 387. 

Sale of Twin City stock, 388. 

Purchases for permanent investment, 388. 

Investments held, 389. 

Investments authorized by Board, 390. 

Commissions paid to insured, 390. 

Evidence on stock bonuses corrected, 391. 

Evidence modified as to rebates or com- 
missions, 391. 

Insurance men allowed rebates when in- 
sured, 391. 

Companies generally allowed rebates to 
insured, 391. 

Practically discontinued in late years, 
391. 

Practice introduced by foreign Compan- 
ies, 392 

Instance cited of rebate refused, 392. 

Practice not absolutely forbidden, 392. 

Agents frequently forego commissions, 

2 


Practice not prevalent in Manufrs. Life, 
393. 

Questioned as to the honesty of giving 
rebates, 393. : 4 

Abolition of rebate practice discussed, 394. 


Favors a strong anti-rebate law, 394. 
Ten fields occupied by Manufrs. Life., 


Agencies, and Agency Committee, 395. 

Agents and sub-agents, 395. 

Differentiation in premiums, 395. 

Differentiation home, sub-tropical and 
tropical rates, 396. 

Lien system on hazardous risks,’ 397. 

Lien system explained, 397. 

Policy in total abstainers’ section, 397. 

Amalgamation with Temperance and Gen- 
eral, 398. 

Peete less among total abstainers 
398. 


wee eros of two sections still preserv- 

ed, : 

Non-participating business withdrawn, 
399, 


MR. HELLMUTH examines, 


Legislation of 1899, 403. 

Favoured altered rate of reserve, 403. 

Deputation wait on Minister, 403. 

Divergent views discussed before Commit- 
tee of the House, 404. 

Par value of bonds and stocks,. 405. 

Ledger value of bonds and stocks, 405. 

Market value of bonds and stocks, 405, 

Statement of assets and liabilities, 405. 

Statement shewing the three values, 406. 


Mk. HELLMUTH resumes examination. 


Explanation of published statement of as- 
sets and liabilities, 407. 

Object of formation of Prudential Se 
curities Coy., 408. 

Taking over unauthorized securities, 408. 

Personal liability of Directors of /Pru- 
dential Securities Coy., 408. 

Transfer of bonus stocks, 409. 

Formation of Canadian Securities Coy., 
409. 

Loan on Inverness Railway Bonds, 410. 

Never personally granted rebates, 410. 

Rounder agents described, 411, 

Proportion of lapsed policies, 411. 

Cost of lapsed policies, 411. 

Expense caused by keen competition, 411. 

Expense of American. Companies, 412. — 

Ratio of expense to income, 412. 

Higher in American than in Canadian 
Coys., 412. } 

Expense ratio in new companies, 412, 


Mr, SHEPLEY resumes examination. 


Illustration of an old company increas- 
ing its ratio of expense to income, 413. 

Expense reduced by an anti-rebate law, 
413. 


Recalled and examined by MR. TILLEY. 


Rates of commissions paid, 483. 
Agenoy of the Maritime Provinces, 484. 
System of rebates increases comm1ss100D8, 
484. 
Policyholders should be encouraged to 
vote, 484. c ; 
Policyholders’ difficulties attending it, 485. 
Policyholders’ suggestions to secure yote, 
there tock transactions, 486 
lains stock a ' , : ) 
eee eed of Executive Committee obtained 
subsequent to stock purchases, 486. 
Bonds purchased without authority from 
ommittee, 486. ; : 
Ape responsibility for investments, 


7. . . J 
Necessity for prompt action in certain 


cases, : 
Non-forfeiture agreement filed, 489. 


Practice pursued in lapsed policies, 491. 
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PEA Prudential Securities Coy. filed, 


Distribution of Mexican bonus stock, 491. 
Sale of Electrical Development stock, 491. 
oyna of Canadian Securities Coy. "filed, 
Sale of bonds of Mexican & Electrical 
Development, 491. 
a of Canadian Securities Company, 
Dividends of Canadian Securities Com- 
pany, . 
re Imperial Rolling "Stock holdings, 493. 
Issue of gold bonds explained, 494. 
Misconceptions regarding gold bonds, 495. 
Character of agents employed, 495. 
Legislation suggested to clearly define 
contracts, 496. 
Misrepresentations made by agents, 497. 
Appointment of medical examiners, 497. 
Collusion. between medical examiner and 
agent, 497. 


French translation of Manufrs. Life, 498. , 


Profits on investments, 498. 
Favours a real policyholders’ vote, 498. 
Methods to be employed to secure it, 499. 


McLAUGHLIN, R. J., K.C., requests privilege 
of asking questions, 414, 466. 


Papps, Percy— 


Sworn and examined by MR. SHEPLEY. 


Position and qualifications defined, 417. 
Valuation of policies explained, 418. 
Non-participating policies changed, 419. 
Actuarial fixing of premium rates, 419. 
Net premiums explained, 419. 

sees generally on the with-profit plan, 
20. 

Loading of premiums, 420. 

Fixing the rate, 420. 

Tables used in fixing rates, 421. 

Surplus to policyholders, 421. 

Divisible surplus, 421. 

History of the division of profits, 421. 

Surrender values, 422. 

Profits paid policyholders, 422. 

Dividends paid stockholders, 422. 

Before amalgamation, 422. 

After amalgamation, 422. 

Amounts paid, 

Explanation of statements of amounts 
paid to policyholders and stock hold- 
ers, 423. 

Wide influence of the Press as moulders 
of public opinion, 423. 

Be of interest, and its effect on profits, 
2 

Effects of the Tontine system, 424. 

Expense of new business, its effect on old 
business, 425. 

Its effect only temporary, 426. 

Loss incurred on lapsed policies, 428. 

Law explained in computation of reserve, 
428. 

Different kinds of policies issued, 429. 

Reserves vary in different policies, 429. 

Charter of the Manufrs. Life, 430. 

Charter of its provisions reviewed, 430. 

Charter of the Division of profits, 431. 

Charter of the estimated surplus, 4531. 

Char ee of the estimated surplus publish- 
ed, 

ee tenciie profits accounted for, 433. 

Results of State of New York Life Ins. 
Investigation, 433. 

Results of legislation introduced, 433. 

Legislation introduced, nature of, 433. 

Legislation introduced, its beneficial ef- 
fect, 433. 

British system of division of profits, 434. 
No estimates prepared, 

Publish results, 434. 

Statement furnished by Manufrs. Life, 

435. 


Statement in answer to questions, 435. 
Profits paid by Temperance & General 
Life, 435. 

Misapprehension of policyholders, 436. 
roe paid by old Manufacturers’ Life, 
Profits on Tontine system, 438. 

Profits now calculated, 439. 

Expenses, how borne, 440. 

Aon arising from forfeitures and lapses, . 


a Eaae employed in estimating profits, 


By means of the card system, 442. 
Estimated profits contrasted with actual 
profits, 443. 
Ratio of liabilities to assets, 444. 
Tables prepared by Dr. Spragg, 445. 
Profit and loss statement, 446. 
Premiums outstanding and deferred, 447. 
Difference between the British and Can- 
pee system of apportioning profits, 


Legislation in New York respecting dis- 
tribution of surplus, 

Impairment of surplus, 449. 

System of deferred dividends, 449. 

Reserve, how calculated, 451. 

Loading, to cover expense of new busi- 
ness, 452. 

Presbyterian Ministers’ Fund, no loss on 
new business, 452. 

Loss on policy for first year, 454. 

Losses on lapsed policies, 454. 

Excessive first cost of new business, 461. 
Remedies to be applied, 
Assessment of expenses, 461. 
Personal reasons for increasing insur- 
ance, 461. 
Volume of business, 462. 
Commissions on new business, 462: 
Injurious effects of competition, 462. 
Actuary Mutual Life, 
Mr. Dawson’s system of valuation, 463. 

Share SY) shewing percentage of lapses, 
65. 

Pitot shewing natural premium plan, 
65. 

Increase in general expenses explained, 
465. 


Examined by MR. HELLMUTH. 
Reference to Armstrong Commission Re- 


port, 

The right of policyholders to vote, 468. 

Relation of capital stock to the deferred 
dividend plan, , 

pepe ts ts rarely control management, 
69. 

Insurance not a contract of indemnity, | 
469. 

Policies viewed as investments, 470. 
ke New Zealand Government Insurance, 

70. 


Cost of foreign business, 471. 

Higher loading of premiums on foreign 
business, 471. 

Reserve for home and foreign business 
treated alike, 471. 

Corrected statement as to lapsed policies, 
472. 

Impairment of capital in young Com- 
panies, 472. 

Statement of Manufrs. Life shewing ex- 
pense ratio to income, 473. 


Roonzy, William J.— 


Examined by Mr. TILLEY. 


Brokers’ account with Manufrs. Life, 473. 

Brokers account with Mr. Junkin, 

eee account of C.P.R. stock purchases, 
74. 

Brokers modus operandi of purchasing 
stock, 475. 
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eae? purchase Dominion Coal Stock, 
7 


Brokers purchase Domn. Iron & Steel 
Stock, 476. 

Brokers purchase Commercial Cable, 480. 

Reversing entries of purchases because 
of mistake in first instance, 481. 

Explanation of reversing entries, 482. 


Marks, Mr. See “Crown Life,” 1350. 
MarsH, A. H., K.C., Counsel for the WNa- 


tional Life, 787. ; 
este, Edwin. See “Excelsior Life,’ 1296- 
Bou: 


MASTEN, Mr. See ‘‘Foresters,”’ 2495. 
MELVIN, Robert. See ‘Mutual life,’ 1732-1780. 
MitNgE. John. See Evidence of T. H. Pur- 


dom of the Northern Life, 1562-1597. 


MILNE. William 8S. See “Life Underwriters,” 


3109-3110. 


MonarcH Lire Insurance Company. 


GorDon, David A— 
Examined by Mr. TILLEY. 


Official connection defined, 2024. 

Relates tentative arrangement made _ to 
purchase copyrights, 2024. 

Agreement required ratification by share- 
holders before stock certificates could 
issue, 2025. 

Explains misapprehension in signing cer- 
tain stock certificates in favour of Man- 
aging Director, 2025. 

Orders given for their cancellation, 2025. 

Notice calling a meeting of shareholders 
to repeal by-law filed, 2025. 

Relates circumstances attending the sign- 
ing of agreement to purchase copyrights, 
SANDAT Es 


GRAHAM, Thomas H.— 
Examined by Mr. TILLEY. 


Official connection defined, 2003. 
Describes circumstances under’ which 
stock certificates were signed, 2004. 
Recollections respecting the signing of 
the agreements as to salary and pur- 
chase of copyrights of Managing Di- 

rector, - 

Point of time when authorized to sign 
documents in official capacity, 2006. 

Signing of stock certificates in payment 
of copyrights, 2006. 

Circumstances attending the signing of 
stock certificates for payment of copy- 
rights, 2007. 

Recita! of the different meetings of Di- 
rectors attended, 2008. 

Telephoning approval of minutes, 2008. 

Moving and seconding resolutions by tele- 
phone, 2009. 

Relates conversation with Managing. Di- 
rector as to disclosing to Commission 
the time when stock certificates were 
signed, 2009. 

Reasons assigned to signing stock certi- 
ficates and agreements, 2010. 


Ostrom, T.. Marshall— 


Examined by Mr. Turney. 


Official connection defined, 1967. 

When license issued to commence busi- 
ness, 1967. 

Names of Provisional Directors, 1967. 
Agreement to purchase copyrights, 1967. 

Agreement to issue paid-up Stock to Pro- 
visional Directors, 1968. 

oe who were to share in such issue, 

68. 


Act of Incorporation, when passed, 1968. 

Plan adopted to obtain subscriptions on 
stock, 1968. 

Prospectuses issued, copy filed, 1968. 

seer ear kes how and when prepared, 

See 

Commissions paid for selling stock, 1970. 

Commissions re .Century Life, 1970. 

Contracts made for commissions on sale 
of stock, 1970. 

Contract for remuneration of Managing 
Director, 1971. 

Commission to Managing Director to re- 
vive on employment ceasing, 1972. 

Contract for remuneration of Managing 
Director filed, 1972. 

Contract confirmed at MDirectors’ and 
Shareholders’ meeting, 1972. 

Drafting a contract, how efiected, 1973. 

Precautions taken by. Managing Director 
against dismissal without cause, i974. 

Provision in charter for shareholders and 
policyholders voting, 1974. 

Forms of proxies in use for shareholders 
filed, 1974. 

Additional commissions paid to Manag- 
ing Director, 1975. 

Statement of receipts and payments fur- 
nished Insurance Department filed, 1975. 

Calls made on subscribed stock, 1975. 

Capital stock issued at a premium, 1975. 

Causes for issuing at a premium, 1975. 
Payments on stock, how credited and 
disposed of, 1975. 

Expenses incurred on stock subscriptions, 
1976. 

Commissions and salary paid to Manag- 
ing Director, 1977. 

Payments made on stock issued to Man- 
aging Director, 1978. 

Stock certificates, how issued, 1978. 

Law-suit over interest in copyrights, how 
settled, 1979. 

Agreement to transfer interest in copy- 
rights, 1920. 

Stock certificates, how signed, 1980. 
Resolution of Executive Committee de- 
claring void the agreement for purchase 
of copyrights, 1981. 

Instructions to purchase bonds for Goy- 
ernment deposit, 1981. 

Cancellation of a first issue of stock to 
Managing Director, 1981. 

Second allotment of stock, 1981. 

Reasons given for cancelling first issue 
of stock, 1982. 

Improper credits attributed to incompe- 
tent book-keeper, 1982. 

Lapsing of the interim certificates of copy- 
rights, 1983. 

Agreement revives on obtaining perman- 
ent certificate for copyrights, 1983. 
Copyrights to be vested in trustees, 1923. 
te en to purchase copyrights filed, 


Transfer of copyrights not yet made, 1983. 
Contract made in pursuance of agree- 
ment filed, 1984. 

Value of the copyrights to the Monarch 
Life Coy. explained, 1984. 

Superiority of plans of insurance secured 
under copyrights maintained, 1984. 

Nee eaies of one months’ business written, 

84. 

Business written by one agent, 1985. 

Solicitor’s letter to Hxecutive Committee 
filed, 1985. 

Minute Book of shareholders filed. 1985. 

Minute Book of Directors filed, 1985. 

Method of signing stock certificates, 1986. 

Stock certificates signed en route to 
Winnipeg, 1987. 

Stock certificates signed in blank, 1987. 

Public utterances of President at the 
Winniveg meeting with reference to 
the issue of stock certificates, 1989. 

Cancellation of stock certificates, when 
done. 1989. 
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Copy of Stenographer’s notes of Winni- 
peg meeting filed, 1990. 

Auditors’ report telegraphed to Winnipeg 
meeting, . 1990. 

Difficulties ‘arising on stock allotted to 
Provisional Directors, 1991. 

Resolution of Board of Directors remov- 
ing Head Office to Winnipeg, 1991 

Opposition to the removal, 1991. 

Agitation to change Head Office back to 
Toronto, 1992. 

Dispute as to qualification of certain 
members of Board of Directors, 1993. 
Irregularity of notice to call meeting of 

Directors, 1993 
Differences arising on the appointment of 
a chairman of meeting of Directors, 
1993 


Committee appointed to settle differences, 
1994 


Resolution changing Head Office back to 
Toronto invalid, 1994. 

Stock certificates filed, 1994. 

ecOnnu Ne notes to qualify Directors, 


Bank account shewing shareholders’ notes 
discounted, 1995 

Incomplete book-keeping entries explained, 
1995. 

Payments made by Managing Director on 
his personal stock, 1996. 

Refund of interest paid on notes made by 
Directors in payment of stock, 1996. 
Statement made in correction of previous 
statement relating to blank certificates 
and reasons given for their non-produc- 

tion, 1997. 


Recalled and examined by Mr. TILLEY. 


Reasons given for non-production of cer- 
tain stock certificates, 2027. 

Fruitless search for draft of agreement 
made respecting remuneration of Man- 
aging Director, 2028. 

Untrue statements made by newspapers 
commented on, 2028. 

Full information given to intended pur- 
chasers of stock, 2029. f 

Successful flotation of company due _ to 
the copyrighted plans of insurance 
policies, 2029. 

Forms of various policies used filed, 2029. 


ROGERS, Robert— 


Examined by MR. TILLEY. 


Official connection defined, 1998. 

Resolution of Directors to purchase copy- 
rights, action deferred, 1999. 

Inaccuracies alleged in minutes of Di- 
se attait and Shareholders’ meetings, 

00. 

Inaccuracies alleged as to place of next 
meeting, 2000. 

Inaccuracies alleged as to personnel of 
Directorate, 2001. 

Confirms President’s statement at Winni- 
peg meeting relating to non-issue of 
stock in payment of copyrights, 2003. 

Signing of stock certificates in mistake, 
and their cancellation, 2003. 

Purchase of copyright plans still incom- 
plete and not confirmed, 2003. 

Value of shares agreed to be issued in 
payment of copyrights defined, 2003. 


VAN SICKLE, Stephen— 


Examined by MR. TILLEy. 


Official duties defined, 2018. ‘ 

Propriety of obtaining a provincial 
license, under consideration, 2019. 

Copy of trial balance sheet filed, 2019. 

Commissions credited to Managing  Di- 
rector on shares issued for purchase 
of copyrights, 2019. 


Explains issue of stock certificates in pay- 
ment of copyrights, 2020. 

Cancellation of certificates, reasons there- 
for, 2020. 

Presentation of stock certificates for pay- 
ment of copyrights to President for 
signature, 2021. 

Stamps and seal, by whom used, 2021. 

Recites knowledge of preparation for 
Winnipeg meeting, 2022. , 
Salary and commissions paid in cash 
and credited to Managing Director, 
2023. 


SUTCLIFFE, John I.— 


Examined by Mr. TILLEY. 


Official duties defined, 2010. 

First interim report of Auditor filed, 2011. 
Explanation of difficulties in the way be- 
fore proper audit could be made, 2011. 
Superfluous entries in books relating to 
stock transactions pointed out, 2012. 
Competency of company to alter pay- 
ments made on premium on stock to 
PA ent on the stock itself questioned, 

2012. 


Penalty for non-payment of a call on 
stock, 2012. 

Further difficulties in the way to prevent 
an audit of the books, 2013. 

Rehearsal of the book-keeping entries re- 
lating to stock for payment of copy- 
rights, 2014. 

Knowledge of agreements relating to pur- 
chase of copyrights and salary of Man- 
aging Director, 2015. 

Commission to be paid to Managing Di- 
rector on fully paid up stock, conten- 
tion as to its computation, 2015. 

Managing Director surrenders right to 
commission on stock issued for payment 
of copyrights, 2016. 

Powers of the Executive Committee to 
transact . business, 2016. 

Reasons assigned for leaving blank pages 
in Journal, /2017; 


ately See “Canada Life,” p, 1032, 1033. 


MuruaL Lire Insurance Company. 


MELVIN, Robert— 


Examined by MR. TILLEY. 


Official connection defined, 1732. ‘ 

Pamphlet containing Acts of Tncorbenes 
tion filed, 1732. 

Remuneration of the President, 1733. 

Policyholders attending the annual meet- 
ings, 1733. 

Means taken to inform policyholders of 
date of annual meetings, 1733. 

Fees paid to Directors, 1733. 

Meetings of the Executive Committee, 1734. 
Meetings of the Board of Directors, 1734. 

Report of special audit committee, 1734. 

eee adopted of pp ASIN upon loans, 


MELVIN, Robert, and WEGENAST, George— 


Examined by Mr. TILLEY. 


Loan from Guelph & Ontario Loan Ooy. 
oye Orn cnaee stock as an investment, 


Arrangement with bank to take over cer- 
tain securities to relieve overdraft, 1736. 

Arrangement with bank not shown in 
Government return, 1736. 

Companies desirous of not showing over- 
draft in Government return, 1737. 

Overdraft with bank begins again early 
in succeeding year, 1737. 
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Arrangement made with the approval of 
the Board of Directors, 1737. 

Remuneration given to retiring manager, 
as consulting actuary, in reality a sort 
of pension, 1738. 

Instance of an occasion when a person 
other than a director came to the an- 
nual meeting with proxies, 1739. 

Instance of an occasion when a person 
attended the annual meeting with a 
large number of proxies and elected 
himself a director, 1739. 

Pelee disqualified from being an agent, 


° % 

Self-elected director obnoxious to the other 
directors, 1739. 

Officer not eligible to hold proxies, 1740. 

Legal opinion that president is not an 
officer, 1740. 

Legal opinion filed, 1740. 

Memorandum of proxies filed, 1740. 

Proxies held by directors, 1740. 

Percentage of policyholders who vote by 
proxy, 1740. 

Number of policyholders who attend an- 
nual meeting in person, 1741. 

Number of policyholders who attended in 
person, and were agents of the Com- 
pany, 1741. 

Proxies may be terminated at will, 1741. 

Conditions under which induce policyhold- 
ers would attend annual meetings, 1741. 

Degree of publicity given of the right 
of a policyholder to vote, 1742. 

Circular sent out every year, filed, 1742. 

eee sent out every second year, filed, 


Circular usually gives name of president 
hati to receive power of proxy, 


Continuity in directorate advantageous, 


System which is the most conducive to 
stability on the Board of Directors to 
be preferred, 1744. fi 

Advantages of a mutual company over a 
stock company, 1744. 

Salary of Managing Director, 1745. 

Managing Director gets allowance as mem- 
ber of Executive Committee, 1745. 

No commissions paid to any Officer or 
Director, 1745. 

Commissions paid to Belleville agent, 1745. 

Ratio of net income to toal income of 
general agents, 1746. 

Increasing rate of expense in manage- 
ment, 1746. : 

Increase in the volume of business and 
value of assets, 1746. 

Statement shewing thirty years of the 
company’s business filed, 1747. 

Tee of making investments detailed, 

No money paid until Board approves of 
eke ly al 2° 

Amount of investments in mortgages, 1748. 

Average rate of interest earned, 1748. 

Views expressed on the powers of invest- 
ment, 1748. 

Life insurance companies should not be 
allowed to invest in stocks, 1748. 

Power should be given to invest in cer: 
tain foreign securities, 1749. 

President dissents from this view, 1749. 

Kixtent of salary increases, 1749. 

Increase of profits allocated to policy: 
holders, 1749. 

SE in Toronto Railway Bonds, 

Investment in Springbank Irrigation De- 
bentures, 1750. 

Loans on Toronto real estate, 1751. 

Profit and loss statement filed, 1752. 

Loidings on first year’s premiums, 1752. 

aoe on actual overinspected mortality, 


Death loss resulting from misrepresenta- 
tions woo. 


Brokerage business discouraged, 1754. 

Brokers considered as a class, 1754. 

Bases of valuation upon which the prem- 
jum rate is computed, 1755. 

Ratio of expense to premium income, 
1755. 

Be ea BiAge of cost for first year business, 

Yearly increase in volume of business 
written, 1756. 

Suerte made to obtain new business, 
756. 

Literature of the company, inciting agenta 
to increased activity, 1757. 

Creation of young companies stimulates 
competition for business, 1758. 

Net earnings of agents, 1758. 

Sub-agents not appointees of the com. 
pany, 1758. 

Expenses of first year business, 1759. 

Graded scale of fees for medical examina 
tions, 1759. 

Uniform fees of medical referee, 1759. 

Percentage of loading for renewal prem- 
iums to expense, 1759. 

Gain from reserves released by surrender 
and lapses, 1760. 

Surrender value after third year, 1760. 
Factors taken into consideration in de 
termining surrender values, 1761. 
Capital required to start a mutual com- 
pany, under present conditions, 1761. 
Commissions refused to person making 
voluntary applications for insurance, 
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Commissions only paid to agents, as re 
muneration for services generally, 1762. 

Rebating not recognized, 1762. ; 

Special policies issued, premiums paid, 


Non-particinpating policies, when issue com- 
menced, 1764. : 
Meaning of the words in the Act of in- 
corporation “on the mutual principle,” 

1764. 
Changes made in premium rates, 1765. 
Rates increasing, chiefly due to reserve 
requirements, i { 
Competition prevents uniform loadings of 
premiums, 1765. AWG 
Statement showing progress of policies to 
make good the reserve, 1766. : 
Endowment policies have greater persist- 
ence, 3 
Full net reserve necessary for solvency, 
-1766 


Charge made against interest on invest- 
ments for expenses, 1766. 3 
Separate account kept with each policy- 
holder, 1767. 3 
Method of keeping the account explain- 

ed, 1767. 


“Commissions passed on participating and 


non-participatinge policies, 1767. 
Reasons for smaller commissions on the 
non-participating class, 1767. ules 
Statement showing expense of obtaining 
and retaining insurance filed, 

System of book-entries keening account 
of premiums explained, 1768. 

Plan of distribution filed, 1769. 

Sample policies of annual dividends fil- 
ed, 1769. 

Histories of policies filed, 1771. 

Statement showing credit re deferred divi- 
dend policies filed, 1771. 

Toans on policies absolutely safe, 1771. 

Policy loan agreement filed, 1772. 

Different kinds of policies issued by the 
company, number of. 1772. 

Capacity of the average insured to un- 
Goran the printed forms of policies, 

Policies issued to persons living in tropi- 
cal climates, 1773. 


Application essential to get surrender 
value in a lapsed policy, 1774. 
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Leet. of the non-forfeiture scheme, 


_Non-forfeiture clause, incentive to care- 
lessness, 1775. 

Efforts to re-instate lapsed policies, 1776. 

Circular letter to lapsed policyholders 
filed, 1777. 

Proofs of death claims filed, 1777. 


Examined by MR. GBARY. 


Explains the effect of the change of re- 
serve on the dividends declared, 1777. 

acy required to change the reserve, 

Amount required to complete the change 
of reserve, 1778. 

Change of reserve to be gradually effect- 
ed, 1778. 

To re-built up out of surplus earnings, 
1779. 

Legislation changing the reserve to 34 un- 
necessary, 1779. 


Examined by MR. TILLEY. 


Clause in participating policies suggest- 
ing that dividends may ultimately can- 
cel premiums explained, 1780. 


WEGENAST, George, of the Mutual Life ex- 
pressed a wish to correct a statement 
made in his examination in Waterloo, 
in reference to the importance, the ratio 
of expense bears to income, 1800. 


NATIONAL Lire Assurance Company. 


RALSTON, Albert J.— 


Examined by Mr. SHEPLEY, 


Official duties defined, 787. 

Company incorporated, when, 787. 

Provisions of incorporation, 787, 

No distribution of profits made, 787. 

Participating policyholders no rights of 
control, 787 

Capital stock subscribed and paid-up, 788. 

Composition of the shareholders, 788. 

Stock issued at a premium, 788. 

No dividends paid, 788. 

Statement of assets, 788. 

Character of assets, 7y. 

Statement of liabilities, 789. 

Character of liabilities, 789. 

Satisfactory character of inves'ments, 799. 

Increase of surplus, how arrived at, 790. 

Capital stock impaired to meet expense 
of securing new business. 790. 

Recovery of impairment, 790. 

ei statements and summary filed, 

Methods of administration, 790. 

Committees, how formed, 791. 

ae ae of Directors, of whom composed, 

Meetings of Board and the various Com- 
mittees, 791. 

Classes of policies issued, 791. 

Object of term insurance, 792. 

Difference in reserve between ordinary 
and term insurance, 792. 

Volume of term insurance written, 792. 

Effects of term insurance, 792. 

Guaranteed Tontine options, 793. 

Advantages explained, 793. 

Automatic non-forfeiture plan, 794. 

Increase in business traced, 795. 

pets] Ow features of term 
795. 

Directors’ connection with other institu- 
tions, 795. 


insurance, 


‘ 


Agents get reduced rate of commissions, 
796. 

Statement of proofs of loss filed. 796. 

Loans made to policynolders, 797. 


Examination continued by MR. TILL=yY. 


By-laws of National Life, 797. 

Policyholders no right to vote, 797. 

gue eat: should have entire control; 

Rights of participating policyho ders un- 
der the charter powers, 798. 

Duties in other companies outlined, 798. 
re Great West Life, 798. 

Restricted control favoured, 799. 

Voting of policyholders not a- practical 
question, 800. ; 

Office of agent distinct from that of medi- 
cal examiner, 801 

Money returned in certain cases of dis- 
satisfied policyholders, 801. 

Provisions for giving profits, 802. 

Period when National Life estimates be- 
ginning to give profits, 803. 

No loans made to shareholders, 203. 

Class of investments re National Life, 
803. 

Call loans to brokers discontinued, 03. 

Reasons for not loaning on real ‘estate, 
803. ’ 

Insurance money trust funds, 201. 

Dae investments formerly made, 
804. / 

No loss made on investments, £04. 

Commissions not paid on all policies, @05. 

Directors and shareholders allowed a com- 
mission on first premiums, €05. 

Staff not encouraged to write insur nce 
business, 805. 

Payment by salaries favoured, 805. 

Adoption would lessen rebating, 805. ; 

Payment of salaries tend to make busi- 
ness more persistent, 806. | . 

No officer of Company receives commis- 
sion on first year’s business, €06. _ 

No commission on Head Office business, 
806. 

Officers allowed commission on first year’s 
business on own life, 806. 

Prompt payment of death claims, £06._ 

Commissions paid on renewal business, 
807. 

Commissions guaranteed in certain cases 
for a term of years, 807. 

Advances made to agents, 807. 

Agents required to give bonds, 807. 

Contingent fund account, what it con- 
sists of, 807. 

Agreement with chief medical officer, 808. 

No directors’ fees paid, 808. 

National Life has no actuary, 208. 

Purchase of real estate, 808. 

Valuation of real estate, 809. 

Means adopted for keeping down ex- 
penses, 809. 

A five-year option policy defined, £09. 
Requires a smaller reserve, 810. 

Term policy reserve recommended, 810. 

Impairment of capital necessary in new 
companies, 811. 

Mutual Companies disapproved of, 811. 

Death losses of National Life, 811. 

Report of consulting actuary discussed, 
811. 

Care exercised in selecting agents, 812. 

Commissions paid to agents, 812. J 

Commissions paid on renewal premiums, , 
C128 

Rate of tommissions lowered, 812. 

Agents not encouraged, to give rebates, 
812 


‘Rates of insurance lower in National Life 


than other companies, 812. 
Arranging to increase the rates, 813. 


Circulars issued to agents, 813. 
A 


INDEX. 3347 


NATIONAL Lire—Concluded. NortH AMERICAN LiFr—Continued. 


RALSTON, Albert J.—Concluded. GOLDMAN, Leopold—Continued. 


Term insurance policies all renewed, 813. 
Form of loan agreement read, 813. 
Right to demand repayment on loans, 813. 
Estimates made by National Life, 814. 
HY eae: of using estimates of profits, 


Disappointing character of’ estimates, 814. 
eee of business done by National Life, 


Percentage of not taken and lapsed poli- 
cles, 815. 

Method of issuing policies, 816. 

Rarity of not taken policies, 816. 

Loading, and expected death losses, 816. 

Expenses of first year’s business, 816. 

Expense ratio to income, 817. 

ec of interest earned on investments, 

Writing up of Imperial Bank shares, 817. 

Reserve released by lapses and surren- 
ders, 817. 

Statement of profit and loss, 817. 


Examined by Mr. HELLMUTH. 


Ratio of operating expenses to premium 
income, 818. 
gyerayclnating policies pure insurance, 


Attractive features of investment insur- 
ance, 819. | . 

Comparison of premiums in different poli- 
cies, 820, 

Differs with the Armstrong Commission as 
to division of profits, 821. 

eet esi by agents, cause for re- 
und, 


NESBITT, Wallace, K.C.— 


See “Canada Life,’’ 1098. 

See “Confederation Life,” 918. 

Counsel for Union Trust Co., protests 
against producing documents relating 
to subsidiary companies, 2363. 


Powers of participating policyholders on 
right to vote, 697. : 
Policyholdergs no power to give proxies, 
698. 

Notice of general meetings by advertise- 
ment, 698. 

Relative voting powers of policyholders 
and shareholders, 699. 

Contributions for charitable purposes, 
699. 

Commissions paid to agents, 700. 
Copies of agreements with Agents and 
District Managers filed, 701. oi 
Practice of rebating in North American 
Life, 702. 

Persistency of policies, 703. 

Rebates general in insurance business, 703. 

aa of rebating on cost of first premium, 
703. 

Fluctuations of annuity premiums, 703. 

Statement of premiums received filed, 704. 

Extensions into unoccupied territory, 704. 

Expense ratio to income, 705. 

Competition for new business, 705. 

Older policies make up loss on new busi- 
ness, 706. 

Period when policy is self-sustaining, 706. 

Income of North American Life, 706. 

Interest paid guarantors, 707. 

Rates of interest earned on investments, 
708. 

Application of profits on non-participat- 
ing policies, 708. 

Profit and loss statement filed, 708. 

Profit on sale of securities, 708. 


- Advances to agents to acquire new busi- 


ness, 708. ; 
Profits on investments, how applied, 709. 
Legitimate expenditures, their nature, 
709. 
Profits on investments applied on agents’ 
balances, 709. 

Real Estate Contingent Fund, 711. 
Appreciation of values on investments, 
(Aer ‘ 
Advances to agents in foreign countries, 


NortH AMERICAN Lire Assurance Company. 


GOLDMAN, Leopold— 


Tale 
Agents’ advances an item of expenditure, 


Examined by Mr. SHEPLEY. 


Official duties defined, 683. 
ep ES powers of North American Life, 
Capital stock of North American Life, 


Guarantee Fund of North American Life, 


Powers of redemption, 685. 

Voting powers of policyholders, 685. 

Qualifications for Directors, 686. 

Powers of investment, -686. 

Limiting powers to pay dividends, 686. 

Change of powers of investment, 687. 

Powers for foreign investment, 687. 

Provisions of by-laws, 688. 

Formation of several committees, 688. 

Constitution of committees, 688. 

Duties of Committees, 688. 

Duties of Managing Director, 629. 

aire fixing remuneration of Directors, 

Regulations governing deposits, 689, 

Provisions constituting Local and Provin- 
cial Boards, 689. 

By-laws relating to proxies, 690. 

Certain officers to give security, 690. 

Powers with respect to loans, 690. 

Powers to accept transfers, 691. 

Officers during different -epochs, 691. 

Increases in salaries und fees, 694. 

Special committee appointed to revise 
scale of salaries and fees, 695. 

Report of special committee on salary of 
Managing Director, 696. 

Increase of salary based upon yearly in- 
crease of assets, 696. 


oe - 

Agents’ advances as an asset, 713. 

Method of valuing securities, 716. 

Debenture securities, how treated, 716. 

Adjustment of assets, in cases of depre- 
ciation, 717. 

North American Life never traded a se- 
curity, 717. 

Gains on surrenders and lapses, 717. 

Cash surrenders, how valued, 718. 

Effect of lapses on reserve, 718. 

Contractual obligations of policyholders, 
719. 

Process of re-instatement, 719. 

Penalty for not applying, 720. 

Forms of notice served to lapsed policy- 
holders, 720. 

Powers of Directors in special cases, 720. 

Practices of forfeiture, 721. 

Efforts of Company to induce renewals, 
122. 

Effect of non-payment of interest on Joan 
on the policyholder, 723. 

Various loan forms filed, 724. 

Five per cent. guaranteed debenture pol- 
icy, 726. 

Seven per cent. guaranteed income bond, 
726. 

Forms of debenture and bond filed, 726. 

Statutory powers for foreign investments, 
OG. coe “ 

Ratio of deposit to reserve in foreign in- 
vestments, 728. . ; 

Canadian securities deposited in foreign 
countries, 729. — 

Securities of a Company incorporated in 
Canada and operating in a foreign 
country, 730. 

Ruling of the Insurance Department 
thereon, 731. 
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Investments made by American Life, 731. 

Bonus stock with second purchase of Chi- 
aeee & Milwaukee El. Ry. Co. Bonds, 

Loans made to brokers, 734. 

eee of B. C. Telephone Co. Bonds, 


Sale of Chicago & Milwaukee El, Ry. Co. 
Bonds, 735. 

ee assigned for calling in the loan, 

Purchase of Windsor, Sandwich & Am- 
herstburg El. Ry. Bonds, 736. 

Purchase on joint account of Company 
and brokers, 737. 

Termination of joint account, 737. 

Purchase of real estate, 739. 

Bonus stock of C. Telephone Coy. 
Bonds, 739. 

Bonus stocks liable to call, 740. 

Bonus stocks not shown in Government 
returns, 741. 

Abortive attempt to issue deferred annu- 
ity policies, 741. 

By-law prohibiting loaus to Directors, 741. 

Loans made to Directors, 742. 

Expresses opinion on allowing policyhold- 
ers to vote by proxy, 744. 

Ratio of voting power of a stockholder 
to a policyholder, 744. 

Obstructions to policyholders voting, 744. 

Cause of the increase of commissions, 
745. 

Increased expenditure will diminish profit 
to participating policyholders, 745. -~ 
HA to stop practice of rebating, 

745. 
Suggestions of amendment should ema- 
nate from Insurance Department, 745. 
Opinions on powers of investment, 745. 
Opposed to freedom in investments, 746. 
‘Classes of securities for investment, 746. 
re Equitable Life investments in British 
consols, 746. 
re Life Association of Scotland invest- 
ments, 747. 

North American Life declined to specu- 
late in securities, 747. f 
Insurance Funds and Trust Funds dif- 

ferentiated, 747. 


Examined by Mr. HELLMUTH. 


Popular systems of insurance, 749. 
Investment feature condemned by Arm- 
strong Commission, 750. 

Disapproval of annual dividend, 750. 
Percentage who fail to reap benefit from 
deferred dividend plan, 750. | f 
Ratio of expense to income in English 

Companies, 751. ' 
Compared with Canadian Companies, 752. 
Compared with Equitable Life, 752. 
Compared with New York Life, 752. 
Compared with Mutual Life, 752. 

Ratio of expense to income in North Am- 

erican Life, 752. i 
Preliminary term insurance deprecated, 

753: 

No rebates allowed at Head Office but 
staff can write up insurance and get 

commission, 754. 


Recalled and examined by Mr. SHEPLEY. 
re Birch Policy in New York Life, 783. 


Paid up policy transferred to North Am- 
erican Life, 785. 


Disapproval expressed of agent’s conduct, 
786. 

KiLeour, David ‘Erret— 

Examined by Mr. ‘TILLEY. 


Official duties defined, 754. 
Qualifications recited, 754. 


Rates of interest on premiums and re- 
serve differentiated, 755. 

Bulk of business on 20 year investment 
plan, 755. 

Process adopted of adjusting basis of re- 
serve, 756. 

Method of distributing profits, 756. 

Suggested revision of the system of book- 
keeping, 

Conditions observed in preparing for a 
distribution of profits, 759 

Percentage of expense in North American 
Life, 761. 

Method of computing the loading, 761. 

Accumulation of reserve, how ascertain- 
ed, 762. 

Reserve distinct from profit distribution, 
763. 

Memo. of dividend results filed, 764. 

Comparison of plans of distributing pro- 
fits, 764. 

Percentages of lapsed policies, 765. 

Basis adopted of arriving at a discon- 
tinuance rate, 765. 

Memo. of number surviving dividend pay- 
ing period filed, 766. 

riots on policies, actual and estimated, 
766 


Variations between the estimated and 
actual, 766. h 

Estimate of Mutual Life, 767. 

Estimate of New York Life, 767. 

Statement filed, estimates of surplus and 
actual dividend results, 767. 

Favour deferred distribution plan, 767. 

ems explain discrepancy in _ policies 


Notice of bonus to policyholder, 770. 

Quantity of lapsed policies, 771. 

Percentage of lapsed policies, 772. 

Rebating, its effects on lapsed policies, 
Tha: 

Difierence between a “not taken” policy 
and a “changed” policy, 773. 

Instance of a ‘‘not taken” policy, 773. 

Statement of lapsed policies filed, 773. 

Commercial plan policy issued, 773. 

Commercial plan policy filed, 774. 

Cash surrender policies, how ascertain- 
ed, 775. 

The Forbes case, 775. 

Contemplated change in estimating cash 
sirrender values, 776. 

Policies issued concurrently with loan on 
real estate, 776. 

Review on lapsed policies, 777. 


Examined by Mr. HELLMUTH. 


Different plans discussed, 778. 
Percentage applicable to profits, 779. 
Method of ascertaining profits. 780. 
Expense ratio to income in North Am- 
erican Life, 780. 
Dea ratio for first year’s business, 
Loading necessary to cover expenses, 781. 
Participating policy requires a higher 
ae than a non-participating policy, 


Examined by Mr. TIiezy. 


Methods of calculation, 782. 


NORTHERN LIFE Insurance Co. 


MILNE, John. See evidence of Thomas H. 


Purdom, 1562-1597. 


Purpom, Thomas H.— 


Examined by Mr. TILey. 


Official connection defined, 1552. 
Organization proceedings detailed, 1553. 


% 
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NORTHERN LirE—Continued. NORTHERN LirE—Concluded.: 


Purpom, Thomas H.—Continued. PuRDOM, Thomas H, and MILNE, John—Coneluded. 


Incorporators of the Northern Life, 1554. 

Act of incorporation based on the North 
America Act, 1554. 

Capital subscribed and paid up, 1554. 

No stock issued at a premium, 1554. 
re Imperial Life, 1554. 

Premiums on stock, object to prevent im- 
pairment of capital, 1555; 

Commissions paid to sell stock, 1555. 

No privileges or rebates given to  Di- 
rectors of the Company, 1555. 

Character of contracts entered into with 
policyholders, 1558. 

Right of policyholders to vote, 1558. 

Directors combining could control the 
stock of Northern Life, 1559. 

Government deposit to obtain Charter 
made in debentures, 1559. 

Investments within the general Act, 1559. 

Illegal investments disposed of, 1559. 

Losses made on investments, 1560. 

Stock in fire insurance companies not a 
proper investemnt, 1560. 

Mortgages on real estate chief form of 
investment, 1560. 

Loaning business chiefly in Ontario, 1560. 

Commissions paid to loan agents, 1561. 

Loaning and insuring separated, 1561. 

No agencies outside Canada, 1561. 

When surrender values should be given, 
1562. 


PurpoM, Thomas H. and MILNE, John— 


Examined by Mr. TILLEY. 


Funds deposited with the Dominion Sav- 
ings & Loan Company, 1562. 

et purchase Huron & Erie debentures, 
156 


Financial history of the Dominion Sav- 
ings & Loan Company related, 1567. 
Deposit in a loan company considered 
identical with a deposit in a bank. 1568. 
pales of mortgage on the London house, 

568. 
No oe or dividends paid on stock, 
1 


EA Committee .of Northern Life, 

569. 

moperity of loan companies generally, 
570 


Transference of stock to Directors, to 
prevent adverse interests from getting 
control, 1572. 

Payment of premium on stock not com- 
pulsory, 1572. 
re Excelsior Life, 1572. 

erie to make calls on premium stock, 

Dividends to be paid on the basis of 
monies actually paid, 1575. 

Wider powers of investment for insurance 
companies approved, 1576. 

Classes of investments should be deter- 
mined by Directors, 1577. 

Insurance investment conditions in COan- 
ae contrasted with those in England, 

Calibre of the average insurance director 
in Canada, 1577. 

By-laws to pay shareholders interest on 
their money reviewed, 1578. 

Shareholders who have paid premium on 
stock, 1579. 

Efforts to equalize the interests of share- 


Actuarial work confirmed by consulting 
actuary before taking definite form, 1582. 

Suggestions of consulting actuary to get 
rid of impairment of capital, memo. 
filed, 1582. 

Powers of Executive Committee, 1582. 

Advances to be made by directors and 
friends to get rid of impairment, to be 
repaid by instalments, 1583. 

Advances, how applied, 1583. 

Advances to save impairment not shewn 
in Government Return, 1584. 

Contention that Government Return should 
only shew present liability, 1584. 

Advances repaid out of agents’ commis- 
sions, 1585. 

Advances not treated as a liability, 1585. 

Justifies in the interests of the policyhold- 
ers the plan advocated to avoid impair- 
ment of capital, 1587. 

Contested cases, how disposed of, 1587. 

Rebating practices condemned, 1588. 

Relieios dated back if back premiums are 
paid, 4 

Bonuses paid to agents, 1588. 

Pressure to get business cause of rebat- 
ing, 

Extent to which rebating is carried, 1589. 

Anti-rebate law advocated, 1589. 

Penalties against agent ‘for not taken 
policies, 1590. 

Error note in return printed in Blue 
Book, 1590. 

Profits on investments, 1590. 

Revenue and expenditure statements an- 
alyzed, 1590. 

Average cost of business obtained, 1591. 

Volume of business on the books, 1591. 

es business issued and total lapses, 

Percentage of lapses, 1592. 

Contributing cause of lapses, 1592. 

Instance of misrepresentation made by 
agent, 1592. 

Adjusted indemnity policy explained, 1593. 

All insurance should be non-participat- 
ing, 1593. 

Accounts between participating and non- 
participating not separated, 1593. 

Sample of cards used filed, 1593. 

Profit and Loss statement filed, 1593. 

Surrender values, how to be treated, 1594. 

Opposed to the change of reserve, 1594. 

Orinion that there should be no reserve 
for first year, 1594. 

Reasons for that opinion, 1595. 

Stel a legislation to abolish rebating, 

Classes of investments which life insur- 
ance companies should be authorized 
to make, 1595. 

epee of a standard form of policy, 


Examined by MR. Gmary. 


Efforts made to push non-participating 
business, 1596. 

Decreased reserve would encourage an in- 
crease in  non- “participating business, 
1596. 


ope estimates should be forbidden, 
596. 


Wider powers of investments favored, 1597. 


O’GrRaDY, Gerald D. C. See ‘Foresters,’ 3049. 


ORONHYATEKHA, Dr. See “Foresters,”  2195- 
2227, 2240-2354, 2746-2750. 


holders, 1579. 
Loans made on stocks, 1579. 
Statement asked for shewinge impairment 


of capital of Northern life, 1579. Ostrom. T. Marshall. See ‘‘Monarch Life,”’ 
Wer issue of stock at a premium, 1967-1997, 2027-2029. 


aki eh See ‘Manufacturers’ Life,” 


Resolution to transfer deposits in Domin- 


Ge Nee ern Co, to Union Trust DEINE ADD IBLOMRRTO Boom iba Lata 


the I.0.F., 1582. : Pipt, Sidney H. See “Foresters,” 3259-3271. 
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POLICYHOLDERS’ ASSOCIATION. 


Memorial produced, read and filed by Mr. 
Shepley, 3240. 

Mr. Geary, reporting the views of the 
Policyholders’ Association as to being 
heard before the Commission, 1601. 


Set ie Mr., Secretary, makes statement, 

Standardization of policies, the benefits to 
be derived therefrom, 3167. 

Investment features of policies should be 
discouraged, 3167. 

Payment of first premium by note should 
be prohibited, 3167. 

Practice of making advances to agents 
should be abolished, 3168. 

Policies to have contract printed in plain 
unambiguous language, 3168. 

Companies not to be allowed to publish 
estimates, 3168. 

ee eion of actual results approved of, 

Actuarial evidence of the method of cal- 
culating profits, 3169. 

Publication of information in Blue Book 
should be published in such manner as 
to reach each policyholder, 3169. 

Divergent opinions on the subject of pow- 
ers of investment, 3169. 

Companies having enormous amounts of 
assets for investment, 3169. 

Companies should be precluded from buy- 
ing and gelling stocks, or investing in 
any way so .as to become partners in 
any enterprise, 3170. 

Monthly reports of securities held to ke 
Sa Raa Government approved of, 

Companies represented that reserve was 
epepire money in hands of Government, 
3170. 

Superficial inspection of Superintendent 
of Insurance recalled, 3170. 

Restricted powers of Superintendent of 
Insurance, relief asked for, 3170. 

Public auditors to be appointed by the 
Insurance Department, 3170. 

Capital of Companies should not be in- 
creased except by consent of policy- 
holders, 3171. 

Expenses of Companies should be limited 
to loadings on premiums, 3171 

Commissions paid to agents, extent of, 
aplyiale 

Commissions paid to agents for first year’s 
business, 3171. 

Reduction of premium rates, 3172. 
Rebating, extent of, efforts made by man- 
agers’ Association to prohibit, 3172. 
Regulation of fees paid to medical exam- 

iners, advantages of, 3173. 

Contracts for commissions to be paid to 
management to be subject to review by 
policyholders, 3173. 

Commissions paid in perpetuity should 
be discountenanced, 3173. 

Responsibility of officers making returns 
to Government enjoined, 3173. 

Official memorial of the policyholders to 
be prepared and presented to the Com- 
mission at a later day, 3174. 


Rozsins, Mr., president of association, makea 
statement, 3160. 

Two important considerations for the 
protection of policyholders, 3160. 

(1) Proper representation of policyholders 
in management, how to be effected, 3161. 

Widening of the investment powers of 
companies recommended, 3161. 

(2) Government returns should fully dis- 
close all investments made during the 
year, 3162. 

Securities to be lodged with the Govern- 
ment, 3163. 

Standardizing of policies recommended 
3163. 

Organization of life insurance companies 
should be substantial, 3164. 


INDEX. 


POLICYHOLDERS’ ASSOCIATION—Concluded. 


Policies should not be allowed to lapse 
until all value was consumed, 3164. 

Limitations to dividends to be paid on 
life insurance stock, 3164. 

Protection against watered or bonused 
stock suggested, 3164. 

Opposed to the mutualizing of life insur- 
ance companies, 3164. 

Practice of rebating reprobated, 3164. 

Disapproves of proxies being used at an- 
nual meetings, 3164. 

Sacredness of insurance moneys and the 
emake of investments considered, 
3164. . 

Widening powers of investment and in- 
creasing responsibility of management, 
3166. 

Widening powers of investment applicable 
rather to class than geography, 3166. 
Dangers to be apprehended in investment 
in foreign securities, 3166. ! 
Personal experiences in foreign countries, 

3166. 
Re Manufacturer’s Life, 3166. 
Re Confederation Life, 3166. : 

Policyholders to be privy to all invest- 
ments made, 3166. 


Beta Arthur W. See ‘Foresters,’ 3037- 
3048 


PROCEDURE— 


Mr. Hellmuth’s statement re Mr. Fitzger- 
ald’s examination, 77. 
Chairman’s ruling, 79. 


McLaughlin, R. J., K.C., on behalf of 
Manufacturers’ Life, requests privilege . 
of asking questions, 414, 6. 

Chairman’s ruling, 417, 418, 468. 


Mr. Smith, counsel for Sun Life, asks 
privilege of cross-examining, 163. 
Chairman’s ruling, 164. 


Mr. Shepley declares intention to pro- 
ceed with inquiry into affairs of Manu- 
facturers’ Life Assn, 247 


Mr. Hellmuth protests against postponing 
departmental officers’ examination, 247. 

Mr. Shepley in reply, 249. 

Ruling of the Chairman, 250. 


FORBESTERS— 


Mr. Shepley applies for a ruling on the 
extent to which the Commission had the 
right to enquire into the affairs of the 
Union Trust Coy., 2152. 


Mr. Nesbitt disputes jurisdiction of Com- 
mission to enquire into the general af- 
fairs of any purely Trust Company, 
but is restricted in its enquiry to the 
subject matter of any investments made 
by the Trust Company for and on be- 
half of the Insurance Company, 2153. 


Mr. DuVernet supported the views ex- 
pressed. by Mr. Nesbitt, 2156. 


Mr. Shepley replies that the Foresters 
had large investments in capital stock 
of Union Trust Coy. which may create 
ee and may confer jurisdiction, 


Mr. Hellmuth concurred in the view ad- 
vanced by Mr. Shepley, 2158. 


Mr. LeBeuyf concurred in the view ad- 
vanced y Mr. Shepley and thought 
Commission had the right to follow the 
money of the Insurance Company wher- 
ever it goes, 2158. 
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PRocEDURE—Concluded. 


ForpsterRs—Concluded. 


Chairman rules that the enquiry must 
extend to tracing funds of insurance 
pon anies to their ultimate destination, 

59. 


Mr. DuVernet has no objection to an en- 
quiry into I.0.F. matters in so far as 
monies of the Order are concerned, 
either directly or indirectly, 2161. 


Mr. Nesbitt protests against enquiring in- 
to the private affairs of certain gen- 
tlemen, 2160. 


Mr. Shepley asks for a specific ruling 
with respect to the production of the 
stock and stock transfer books of the 
Great West Land Company, 2392. 


Mr. Nesbitt urges reasons for justifying 
the non-production of the stock and 
stock transfer books of the Great West 
Land Company, 2394. 

Concedes privilege of, examining stock 
book up to date of mortgage, 2394. 


Mr. Shepley interprets the powers of the 
commission and contends for wide scope 
of inquiry into affairs of company hay- 
ing management of lands mortgaged to 
1.0.F., 2395. 

Ruling of chairman upholding position of 
Dominion counsel, 23596, 


Mr. Masten, Counsel for Bank of Nova 
Scotia, presents argument on the rele- 
vancy of the inquiry into the books of 
the bank and submitted that the Bank 
should not be compeiled to submit its 
books for inspection, 2521. 

Mr. Shepley, Dominion Counsel, heard 
upholding the right to examine the 
books of the Bank, 2522. 

Chairman rules that the books and docu- 
ments of the Bank must be placed at 
the service of the commission, 2522. 


Mr. Wilson applies to file a written stat-- 
ment verified on oath with the Co 
mission, 2612. 

Mr. Shepley, Dominion Counsel, objects 
to the statement being put on the re- 
cords at this stage, 2612. 

Matters of procedure discussed, 2613. 


Mr. Shepley, Dominion Counsel, applies 
for an order to commit Mr. Fowler for 
eontempt, 2651. ; \ 

Order stayed on suggestion of Chairman, 
2651. 


Mr. Shepley, Dominion Counsel, makes 
statement that he is considering pro- 
priety of having a bench warrant issued 
for the appearance of Mr. Fowler, 2651. 


Mr. Shepley, Dominion Counsel, moves 
that the writ of summons re Fowler 
be made absolute and that a writ of 
attachment issue in respect of his con- 
tempt of this Commission, 2743 

Mr. Fowler in reply, giving reasons for 
his inability to appear earlier, 2744. 

Chairman rules that no order on the 
es be made at the present time, 
“744. 


Mr. Tilley on procedure, assigning cause 
of inability to proceed with the ex- 
amination of the Life Underwriters’ 
Association, 3050, 


Purpom, Thomas H. See “Northern Life,” 
1552-1597. 
RALSTON, Albert J. See ‘‘National Life,” 787-821. 


Rep, Mr.— : 
Bee “Life Underwriters,” 3111. 


See “London Life,” 1544, 1551. 


RitcHiz, John G. See “London Life,” 1505-1582. 


Rosins, Mr. See ‘‘Policyholders’ Association,” 
3160-3166. 


Rosuin, Hon. Redmond P. See “Foresters,” 
3131-3135. 


Rogers, Robert. See “Monarch Life,” 1938-2003. 


Rooney, William J. See ““Manufacturers’ Life,’ 
473-482. 


Ross, Geo. W. See ‘Foresters,’ 2613-2617. 


Rouen See “Commercial Travellers,” 


ROYAL VICTORIA Lire Insurance Company. 
BURKE, David— 
Examined by MR. TILLEY. 


Oilicial connection defined, 2989. 

Original promoters of the company, 2989. 

Considerations which induced the forma- 
tion of the company, 2989. 

Copy of charter filed, 2989. 

Names of incorporators, 2989. 

Names of directors, 2989. 

Functions of the Hxecutive Committee de- 
fined by by-law, 2990. 

Names of the Executive Committee, 2990. 

Local Boards, their purposes, 2990. 

Fees paid to members of the Local Boards, 


Local Boards fallen into disuse, 2991. 

No record kept of meetings of Local 

Boards, 2991. 

Authorized capital stock, amount. sub- 

scribed and paid up, 2991. 

Impairment of capital anticipated, 2991. 
« Impairment exceeded expectations, causes 


of, 2991. 
Payments made on subscribed capital 
stock, 2992. 


Control not vested in any group of per- 
sons or in directors, 2993. 

Form of proxy used when calling annual 
meeting filed, 2993. 

Proxies in force, amount represented, 2993. 

Proxies, in whose favour drawn, 2993. 

Directors control meeting, with aid of 
proxies, 2994. 

Powers under charter to confer right to 
vote on participating policyholders, 2994. 

Right to vote not yet conferred, 2994. 

Opposed to policyholders voting in a 
young company, 2994. 


Favours limiting franchise in an older 
company, 2994. 


Resolution fixing salaries of officers, 2995. 


Remuneration paid to President and Di- 
rectors, 2995. 


Statement shewing progress of the com: 
pany filed, 2995. 


Office furniture, how valued as an asset, 
2995. 


Bonus commissions to agents under cer- 
tain conditions, 2996. 


Circular offering bonus commissions to 
agents filed, 2996. : 


Percentage of bonus commissions paid to 
agents, 2996. 


Commissions paid to agents for first year 
business, 2997. 


ae agents employ all sub-agents, 
2997. 


No compensution allowed agents for re- 
bates, 2998. 

Form of contract, specially prohibiting 
rebates, filed, 2998. ‘ 

Volume of business written compared with 
lapses and not~taken policies, 2999. 


Statement of lapsed and not taken poli- 
cies filed, 3000. 
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RoyaL VicroriA Lire—Continued. Roya Victoria LIrFE—Concluded. 
BuRKE, David—Concluded. ; Burke, David—Concluded. 


Premium paid when paid in cash only, 
notes not congidered, 3000. 

Liabiuty of company on premium paid 
by note, 30uv. 

Policy paid by note treated as a not 
taken policy until note is paid, 3000. 
Impairment of capital traced, causes of, 

3001. 
Abnormal death losses chief cause of im- 
_phirment of capital, 3003. 
Scheme proposed for reconstruction of 
capital to arrest impairment, 3003. 
Impairment, when expected to become less, 


Resolution proposing expert examination 
of the company’s affairs, 3004. 

Death losses occurred among first-class 
lives, 3005. 

Limitation of amount on policies issued, 
3005. 

Statement of the progress of the funds 
of the company filed, 3006. 

Statement of total assets and liabilities 
filed, 3006. 

Investments governed by the Insurance 
Act, 3006. 

Distinction made between lending on 
securities and buying securities outright, 
3007. ; 

Resolution to invest funds on call loans, 
3008. 

Variable rates of interest paid on call 
loans, 3009. 

Rates of interest on call loans lowered 
on demand of borrower, 3009. 

Volume of investments on call loans, 3010. 

Bond investments deposited with Domin- 
ion Government, 3011. 

Stocks on which call loans were made, 
3011. ‘ 

Violations of the Insurance Act in re- 
spect to stocks taken as collaterals for 
eall loans, 3012. 

Unauthorized securities taken as collater- 
als for call loans and ratified by di- 
rectors, 3013. 

Remonstrance made by Superintendent of 
eid tt on unauthorised securities, 
3014. 

Remonstrance and reply filed, ©3014. 

Bonne of all unauthorized securities, 
3014. 

No children’s death policies issued, 3015. 

Child’s endowment policies issued, 3015. 

N»> dividends paid to shareholders, 3015. 

Corrects previous evidence that policies 
issued on notes are treated as lapsed 
policies if note is unpaid, 3015. 

Organization expenses, amount of and 
how incurred, 3016. 

No commissions paid to directors or man- 
aging director for securing business, 
016. 

No special terms given to any one con- 
nected .with the company, 3016. 

Accounts shewing moneys received for re- 
insurance, 3017. 

Statement shewing the adjustment of 
rates at different epochs and the esti- 
mates made filed, 3018. 

Statement of percentages allowed on sur- 
rendered policies filed, 3018. 

Statement shewing percentages and con- 
stants of loading filed, 3018. 

Policies issued for annuities certain, mean- 
ing of, 3018. 

Annuities certain not life insurance, 3019. 

Endowment policy, its meaning, 3019. 

Forms of policies initiated by the bene- 
ficiary, 3020. 

Copies of prospectuses issued to sell stock 
filed, 3020. 

Companies quoted in prospectuses, 3020. 

When a policy becomes void, 3020. 

Form of elauses providing for the void- 
ing of a policy for non-payment of 
premium filed, 3021. 

See for securing surrender values, 


Statement shewing gain and loss for year 
1905 filed, 3021. 

Statement of premiums paid each year 
distinguishing participating from non- 
participating business filed, 3021. 

Ratio of non-participating to participat- 
ing business, 3022. 


RYAN, Peter. See “Foresters,” 2436-2442, 2524. 


SANDERSON, Frank. See Canada Life, pp. 1042, 
1061, 1069-1137. 


SCHOLFIELD, George P. See ‘“‘Foresters,’’ 2606-2609. 
ScHURMAN, Chesley. See “Foresters,” 2525-2529. 


SEcorD, Dr. See ‘Foresters, Ancient Order 
of,” 1617, 1629. 


1 Bln ge OLY, 
2789, 2940. 
Asks privilege of cross-examining, 163. 


Smit K.C., counsel for Sun Life, 


Somers, Gabriel T. See ‘Continental Life,’ 
1401-1422, 1445, 


SOVEREIGN LIFE ASSURANCB COMPANY OF COANADA. 
ALLEN, Thomas— 


Examined by MR, TILLEY. 


Duties of office explained, 1457. 

Imperfect transcription of minutes in 
Minute Book pointed out, 1458. 

Confusion of entries in Minute Book, 1458. 

Duties of witness at meetings, 1459. 

Evidence relating to subscriptions on 
stock, 1486. 


Recalled and examined by Mr. TILuEy. 


No tee not entered or returned as assets, 
Book-keeping entries relating to the de- 
posit made on issue of licenses, 1501. 
Policyholders’ proxies, how obtained, 1502. 


GOULD, William H. 
Examined by MR. TILLEY. 


Official connection defined, 1494. 

Commissions paid to agents, statement 
filed, 1494. 

Instructions to agents, booklet filed, 1495. 

Estimates of Sovereign Life, 1496. 

Bayete chiefly on deferred dividend plan, 

6. : 

20 year guarantee compound interest gold 
bond explained, 1498. 

Expenses of first year’s business, 1499, 

Losses on mortality estimates, 1499. 

Causes of increase in mortality loss, 1499. 

Profit and Loss statement filed, 1500. ' 

Erroneous statement made in President’s 
Annual Address, 1500. 

Literature issued compartd with Equit- 
able and New York Life, 1500. 


Hoover, Addison H.— 
Examined by Mr. TILLey. 


Official connection defined, 1449. 

Promoters and Incorporators of Sovereign 
Life, 1449. 

Names of first Board of Directors, 1450. 

Executive and Finance Committee ap- 
pointed, 1450. 

Premiums filed on all issues of stock, 1451. 

Issue of prospectus, its purpose, 1451. 

Contents of prospectus, 1452. 

Charter of Incorporation, 1452. 

Charter powers for issue of stock, 1452. 

Gein on stock at date of license, 


Subscriptions paid in eash by discounting 
notes of subscribers, 1454 

Information required by circular to date 
from issue of Dominion license, 1455. 

By-laws and resolutions furnished, 1455. 


/ 
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SOVEREIGN Lirse—Continued. 


Hoover, Addison H.—Continued. 


Omissions noted from Minute Book pro- 
duced, 1455. i p 

Contract with Managing Director, 1455. 
Salary and commissions to be paid, 1455. 

Transfer of stock not approved by the 
Board, 1457. Ops 
Preference for non-participating 5 per 
cent. increasing policy, 1460. 
Participating insurance most profitable, 
1460. 


Cheap insurance not persistent, 1461. 

Policyholders voting at Annual Meeting, 
1463. 

Policyholders can vote by proxy, 1463. 

Persons who are not privileged to hold 
proxies, 1463. ; 

No forfeiture for failure to apply in 
cases of lapsed or surrendered policies, 
1463. 
re Century Life, 1463. 

Copy of prospectus filed, 1464. 

Volume of business written, 1464. 

Predictions made in prospectus, 1464. | 

Efforts made to restrict volume of busi- 
ness, 1465. 

Batio of increase permissible in a young 
company, 1465. 

Former experience in insurance, 1465. 

Commissions paid by Covenant Mutual, 
1465. 

English practice in applying for insur- 
ance, 1466. 

Payment of organization expenses order- 
ed, 1467. 

Pamphlet containing proceedings of first 
meeting filed, 1468. 

Shareholders proxies held by Managing 
Director, 1468. 

Form of share certificate set out, 1469. 

Embodying a power of proxy to the Gen- 
eral Manager, 1469. 

Powers of revoking proxies given under 
seal, 1469. 

Paragraphs relating to remuneration of 
General Manager omitted from _ the 
minutes of meeting, 1471. 

Actuary’s report filed, 1472. 

Copy of by-laws filed, 1472. 

Advertisement given of meetings, 1472. 

Revocation of proxy requires thirty days’ 
notice, 1473 

~ General manager has authority to fix 
salary and commissions to agents, 1473. 

Constitution of Local Boards of policy- 
holders, their powers, 1474. 

Commissions paid to local Provincial 
Boards, 1475. * 

Minutes of committee meetings read at 
Quarterly Board Meetings, 1476. 

Personal sacrifices made in organizing the 
Company, 1477: 

Difficulties to the termination of the con- 
tract with the general manager, 1478. 

at of policyholders, how obtained, 


Other interests in which the witness is 
concerned, 1480. 

Time not to be devoted exclusively to 
Sovereign Life, 1481. 

Previous connection with the Covenant 
Mutual, 1482. 

Contract with Home TJLife—commissions 
paid, 1482. 

Amounts received from Home Tiuife, 1482. 

Papers relating to application for license 
filed 1483. 

Method of making the cash deposit, 1483. 

Personal payments on subscribed capital 
stock, 1484. 

Personal subscription of stock, 1487. 


yt gross premium received on stock, 
1488. 


Total organization expensés, their nature, 
1 


Commissions paid for selling stock, 1489. 
Galan ies paid to officers of the company, 
1490. 


Issue of special stock policies, 1490. 


SOVEREIGN Lire—Concluded. 
Hoover, Addison H.—Concluded. 


Premiums charged for a_ special stock 
policy, 1491. 

Commissions paid for a special stock 
policy, 1491. 

Loadings on special stock policy, 1492. 


Recalled and examined by Mr. TILuzy. 


Investments all in authorized securities, 
1502. 

Diliiculties encountered by agents, 1502. 

Formula for abolishing rebates, 1503. 


Examined by Mr. GBARY. 


Forms of misrepresentation made by 
agents, 1503. 

Conditions under which the Contract with 
the Managing Director may be termin- 
ated, 1504. 


cata ay Wives Counsel for Co., 1449, 1451, 


SPENCE. John M. See ‘‘Central Life,” 1649-1683. 


SraTE INSURANCE, 


Mr. Kent’s observations favouring Govt. 
insurance, 915. 

Mr. W. C. Macdonald defends the Com- 
pany system, 916. 

Mr. W. C. Macdonald on Govt. insurance 
in New Zealand, 958. 

See “Life Managers’,” 3198. 


STEVENSON, Elliott G. See ‘‘Foresters,’’ 2354, 
2367, 2370-2421, 3104-3107. 


STRATTON, James Robert. See “Home Life,” 
2061-2083, 2171-2175, 2182, 2236-2240. 


Sun Lire Assurance Company. 


MACAULAY, Robertson— 
Examined by Mr. SHEPLEY. 


Official connection defined, 2789. 

Corporate history of the Sun Life: sum- 
marized, 2790. 

Originally incorporated to transact var- 
ious classes of insurance, 2790. 

per gs rights in respect to capital stock, 
790. 

Powers to make contracts of insurance, 
scope of, 2790. 

pee to hold real estate, extent of, 


Legislation obtained from Legislature of 
care to increase land-holding power, 
91 


Legislation obtained from Parliament to 
peu real estate in all the Provinces, 


Powers. of directors in the apportionment 
of profits to policyholders, 2792. 

Effect of competition on the discretionary 
power of directors in apportioning pro- 
fits, 2792. 

Amount of surplus the determining factor 
in apportioning profits, 2793. 

No limitation in proportion of profits as 
a ta shareholders and policyholders, 

Statutory powers give wide discretion in 
apportionment of profits, 2793. 

Discretion never used capriciously, 2793. 

Interest of Company, meaning of, 2793. 

Policyholders considered as part of the 
Company, 2794. / 

Periods when profits are declared for pol- 
icyholders, 2794. 

vane of business on deferred plan, 


Compensation for Directors attending 
Board meevuings, 2795. 

General provisions in Insurance Act con- 
sidered as complimentary to particular 
provisions of the Charter powers of the 
Company, 2795. 

Deposits required by Dominion Insurance 
ore at first not favourably viewed, 


3354 INDEX. 


SuN LirE—Continued. 
Macautay, T. B.—Continued. 
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MACAULAY, Robertson—Continued. 


No contravention of statutory powers 1n 
loaning to Directors or borrowings of 
one branch for the purposes of another 
branch, 2796. 

Sun Life Assurance Company, when first 
named, 2796. ; 

Qualifications of Directors, 2796. 

Limitations on investments to carry on 
business in foreign States, 2796. 

Foreign business, where carried on, 2797. 

Policy gradual in extension of foreign 
business, 2797. ¥ ; 

Outline of Reseed of extensions into for- 
eign fields, 2797. } : 

Doeartion of foreign to domestic busi- 
ness, 2797. ; ( 

Differentiation of rates on foreign. busi- 
ness, 2797. ; 

Tropical, semi-tropical and domestic rates, 

oti of investments in foreign fields 
to extent of reserves upon outstanding 
policies, 2798. , 

DE alone of original Charter governing 
investments, extent of, 2799. y 

Difierences of opinion betwen the Sun Life 
and the Department of Justice on the 
scope of their investment powers, 2799. 

Differences distinguished, 2800. 

Oninion of Sun Life maintained and acted 
upon, 2801. i . 
Written opinion of Sun Life on certain 
questions relating to investments filed, 

ie 

ae to issue stock, statement of, 2801. 

Amount issued and calis made, 2802. 

Refusal to allow shareholders to pay more 
on stock, reasons for, 2802. 

Capital inereased, object of, 2802. 

Capital issued at a premium, Be0S:) 

Calls, how made, and proceeds applied, 
2803. ; t 

Bonus from surplus applied on stock ori- 
ginally issued, 2804. ! 

Statement showing the amounts paid on 
increase of capital filed, 2804. 4 

Statement of subscribed and paid up capl- 
tal stock filed, 2805. \ 

List of shareholders, and amount of their 
holdings, identified, 2805. : j 

No proxies used or held by either direct- 
ors or shareholders, 2806. h 

Unrevoked proxies given in early history 
of the Company, 2806. f 

Composition of the Board of Directors, 
their times of meeting, 2°07. | 

Statement relating to organization and 
administration filed, 2808. 

Statement of dividends paid to sharehold- 
ers, amount of filed. 2808. 


Division of profits to shareholders and in- 


terest earneti, 23808. ay 
Proportion of surplus, how divided be- 
tween shareholder and _ policyholder, 


2809. 
Spareholders only interested in the pro- 


fits of the accident branch, 2810. 
Profits on sale of securities transferred 
to Reserved Dividends branch, 2812. — 
Rectification Of shareholders’ interests in 
past prufits, how 4@complished, 2813. 
Macavtay, Thomas B., and Macautay, Rob- 
ertson— 


Examined jointly by MR. SHEPLEY. 


Amount at credit of the Accident Branch, 
9813. 

Accident Branch in course of liquidation, 
VASH Wop 

Forestalling profits on investments already 
realized, but not declared, 2815. 

Interest re premium on stock, how treat- 


ed, 2816. ‘ ‘ 
No real need of the increased capital 


stock, 2816. 


Interest paid to shareholders on money 
invested did not take anything from 
policyholders, 2817. 


Policyholders no voice in the management 
of the Company, 2817. 


Answer of Company to the question that 
policyholders had no voice in the man- 
agement of the Company, filed, 2817. 


Formal answer of Company relating to 
second issue of capital stock filed, 2817. 


Statutory conditions which apply to the 
Company filed, 2817. 


Accident Branch account reviewed, 2817. 

Adjustment of expenses connected with the 
Accident Branch, how made, 2818. 

How shareholders benefitted by the ad- 
justment, 2818. 

Various branches, their character, and 
accounts, how kept, 2819. 

Canadian Branch account, of what com- 
posed, 2819. 

Statement of profit and loss on sale of 
securities and on investment account, 
filed, 2820. 


Recalled and examined by MR. SHEPLEY. 


Profits allocated and distributed to the 
various branches from the gale of ge- 
cuswities, 2821. — 

Losses made on investments, 2821. 

Contention that certain investments were 
weet the terms of the Insurance Act, 

Writings off of certain securities explain- 
ed, 2822. 

Losses on investments actually ascertain. 
ed and treated as losses on sale of sge- 
curities, 2823. 

Certain securities written up and others 
written down, 2824. 

Writing up and writing down securities 
in an account does not imply that the 
securities were actually sold, 2825. ; 

Actual sales only put to profit and loss 
account, 2825. 

pice Book kept as a sort of Journal, 

Dissents from suggestion that a Journal 
is necessary in addition to Cash Book 
as now kept, 2825. 

Reversal of entries writing up appreciat- 
ed securities and writing down depre- 
ciated securities, 2826. 

Other securities which had appreciated and 
depreciated in value set off against each 
other, 2827. 

Transactions not shown in Government 
returns, 2828. 

ee value and cost value differentiated, 

Government requirement» to show ledger 
value of assets with details a recent 
one, 2828. 

Sharp distinction not drawn between pro- 
ane bonds and profit on real estate, 

Net profits, how ascertained, 2829. 

Interest lost on foreclosed mortgages, 
how adjusted, 2829. 

Not shown in Government returns, 2829. 


‘No division of interest and profits on 


securities in Government returns, 2830. 

Classification of Government returns, how 
interpreted, 2831. 

Meaning of “net,” 2831. 

Information furnished under the different 
classifications, 2832. 

Difference in phraseology between returns 
made by Sun Life and returns as made 
by Government, 2832. 

Expenses of management of investments 
not disclosed in Government returns, © 
2833. 

Writing down real estate, object of, 2834. 

Profits realized on sale of investments 
era to strengthen real estate account, 
2834. 
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Distribution of profits among the vari- 
ous branches excluding the sharehold- 
ers, 2835. 

Losses made on high-class securities, 2836. 

Writing off of interest due on Appleyard 
securities, 2837. 

Writing off balances due by agents, 2837. 

Concedes that uncollectable items of ad- 
vances to agents should go to expense 
account, 2838. 

Premiums collected by agents and not 
accounted for should go to profit and 
loss account, 2838. 

Cour not given for agents’ balances, 

Conditions under which advances are 
made to agents, 2839. 

Distribution of profits in certain years, 
extent of, 2840. 

Statement of profits distributed filed, 2841. 

Securities actually realized placed on the 
credit side of sale of investment ac- 
count, 2841. 

Losses of interest written off on depreciated 
securities, and expenses connected with 
realizing on securities placed on debit 
side of investment account, 2841. 

Principal of depreciated securities car- 
ried to contingent account, 2842. 

Writing down depreciated securities does 
not necessarily mean losses, 2844. 

Instance of a depreciated security turn- 
ing out good, 2844. 

Writing down of doubtful securities in 
aye best interests of the policyholders, 

Improved condition of the contingent 
fund, its value in strengthening the 
Company emphasized, 2845. 

Policy to increase divisible surplus, and 
increase payment of profits to policy- 
holders, 2845. 

Opposed to conferring the right of pol- 
as to vote at annual meetings, 
2845. 

Reasons for opposing, 2845. 

Policyholders of Sun Life have made no 
demand for it, 2846. 

Ideal form of life insurance a stock com- 
pany with stock controlled by manage- 
ment, 2846. 

Management of Sun Life control sufficient 
stock to make it ideal, 2846. 

Sea that beset a weak management, 
8 


Efforts made to buy control of Sun Life, 
how thwarted, 2847. 
pe eeree of policyholders in the Sun Life, 


Interest earned on investments, 2847. 

Contingent fund, of what class of securi- 
ties it is composed, 2848. 

Growth of contingent fund should go step 
by step with declared and divisible sur- 
plus, 2848. 

Rate of growth of contingent fund great- 
er than rate of growth of divided pro- 
fits, 2848. 

Power of Directors under Charter in di- 
viding profits between shareholders and 
policyholders is absolute, 2848. 

Investment in promotion schemes profit- 
able under wise control, 2851. 

Stock holdings in the Illinois Traction 
Company, 2851. 

Bonus stock written up and afterwards 
sold at a profit, 285. 

Product of sales put into divisible sur- 
plus, 2852. 

Makes statement justifying the practice 
of writing down depreciated securities 
before being realized upon, and put- 
ting the amount written down to profit 
and loss account, 2853. 

Supervises preparation of Government re- 
turns, 2854. ay 

Assumes responsibility for writing up and. 
writing down securities, 2855. . 


5a 


Supplementary return furnished the In- 
surance Department, yiving further de- 
tails, 2856. 

Statement showing amounts debited to 
profit and loss and credited to share- 
holders’ account, filed, 2856. 

Statement correcting mistakes in book- 
keeping by stock credits to sharehold- 
ers’ account, filed, 2858. 

Risky nature of investment in stock of a 
new life insurance company, 2858. 

Discrimination made in early years 
against shareholders and in favour of 
policyholders, , 2858, 

Rectification of percentage of ~ expenses 
chargeabie to Accident Branch, when 
and how made, 2859. 

Reasons for overcharging the accident 
branch with expenses, 2860. 

Contract with Commercial Travellers’ 
Association of Toronto, in Accident 
Branch, profitable features of, 2860. 

Statement of rectification in overcharging 
the Accident Branch with expenses in 
former years filed, 2861. 

Reasons for issuing fresh stock to provide 
additional capital, consideration for 
policyholders, 2861. 

Over-issue of new issue of stock, a mis- 
pare how adjusted, and on what terms, 
2862. 

Ignores amounts due to or by agents in 
Government returns, and state only the 
net difference, 2863. 

Investment in Shawinigan Power Oo. 
bonds and stock, 2863. 

Loans made on security of the bonds of 
the Shawinigan Power OCo., extent of, 
2866. 

Bonus stock acquired in connection with 
loans, 

Bonus stock a gift, not returnable when 
loan was redeemed, 2869. 

Further loans to the Shawinigan Power 
Co., conditions of, 2870. 

Bonds and notes of the Company held as 
collateral, 2870. 

Bonus stock absolute property, 2870. 

a of loan in part on bond security, 

Total bonus stock received on account of 
Shawinigan Power Co. loan, 2871. 

Letter urging Shawinigan Power Co. to 
pay loan filed, 2872. 

Effect on bank account of Sun Life had 
loan not been paid when due, 2872. 

Overdrawn bank account shown in Gov- 
ernment return only to sentimental im- 
portance, 2873. 

Letter from Shawinigan Power Co. to Sun 
Life filed, 2874. 

Letters passing between the Merchants 
Bank, the Shawinigan Power Co. and the 
Sun Life relative to the loan on Bond 
security filed, 2876. 

Shawinigan Power Co. pays loan and re- 
deems bonds, 2877. 

Purchase of permanent Bonds of Shawin- 
igan Power Oo., 2877. 

Bonus stock, how entered in stock ledger, 
2878. 

Bonus stock did not appear in Govern- 
ment returns, reasons for, 2878. 

Directors of Sun Life no personal in 
Shawinigan Company, 2879. 

Correspondence relating to the Shawini- 
gan Power Co. filed, 2879. 

Documents, prospectus, deeds, etc,, of 
Shawinigan Power Oo. filed, 2879. 

Book containing schedule of mortgages 
produced, 2880. 

Henndey mortgage interest due and past 
ue, 

Profits in Sun Life is always understood 
as net profits, 2881. 

Profits on sales of securities applied in 
diminution of loss on Beaudry interest, 
2881. 
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Correspondence re Merchants Bank and 
Shawinigan Water Power Co. filed, 2882. 

History of the Illinois Traction Co. in- 
vestment, 2883. 

Maps shewing the geography of the Illi- 
nois Traction Co. enterprises filed, 2883. 

Investments in traction properties in the 
States, 2883. 

Official inspection determined upon, 2883. 

Directors not personally interested in any 
of the traction properties, 2884. | 

Traction properties favorably considered 
as a desirable class of investment, 2884. 

1 ooh oe oh in mortgages unsatisfactory, 
2884. 

Abandonment of mortgage securities, 2885. 
Means adopted for initiating a general 
policy of investing in traction proper- 
ties, 2885. ; 
Circulars sent to managers of traction 

companies filed, 2886. 

Answers to circular letter filed, 2886. 

Map of Illinois Traction properties ex- 
plained, 2886. 

Letter with reference to Danville propo- 
sition filed, 2887. 

Letter re McKinley proposition filed, 2887. 

Verbal report to Directors on tour of in- 
spection, 2888. Gah 

Proposition to purchase bonds of Illinois 
Railway & Light Co., 2888. — 

Consolidation of various traction compan- 
ies into the Illinois Traction Co., 2889. 

Bond issue changed to stock holding, 2889. 

Decision of Sun Life to sell certain se- 
curities if necessary to provide funds 
for investment in Illinois Traction Co., 
2890. 

Policy adopted to dispose of municipal 
debentures, 2890. 

Losses made on municipal 
2890. 

Opportunity afforded for Directors and 
other friends of the Sun Life to invest 
in Illinois Traction Co. stock, 2891. 

Conflict of interest and duty of directors 
making investments in same securities 
as their company questioned, 2892. 

Letters re Champagne and Vermilion Co.’s 
filed, 2893. 

Correspondence on result of audit of trac- 
tion companies filed, 2894. | 

Report of engineer on traction proper- 
‘ties, 2894. 

Memorandum of investments made in pur- 
chasing stock of subsidiary companies, 
afterwards Illinois Traction Co., 2896. 

Statement of interim loans made on pur- 
chasing stock filed, 2896. : 

Reports of engineer on traction properties 
filed, 2896. 

Bond issue of traction companies, letter 
giving details, filed, 2896. 

Correspondence relating to the amount of 
money to be invested in traction prop- 
erties filed, 2897. 

Correspondence suggesting 
company issuing bonds to 
holding stock filed, 2897. 

Letter referring to Illinois Railway & 
Light Company guaranteeing new issue 
of bonds filed, 2897. F 

Letter proposing sale of bonds and retain- 
ing all the stock filed, 2897. 

Stocks and bonds of subsidiary compan- 
ies purchased by Sun Life Co. by direc- 
tors and others, amount of, 2898. 

Bonus stock of parent company given to 
purchasers, amount of, 2899. 

Earnings of preferred and common stock 
of Illinois Traction Co, 2899. 
Value placed on preferred and common 

stock, 2899. 

Correspondence with Shawinigan Power 
Co, filed, 2900. 

Correspondence relating to the Illinois 
Traction Co, filed, 2900. 

Correspondence and Report of the Hominy 
Trust filed, 2900. 


debentures, 


change from 
company 


\ 


5 


Correspondence relating to brokers’ nego- 
tiations for development of Illinois 
Traction Co. filed, 2901. 

Purchase of bonds to centralize interests 
of various traction enterprises in the 
Illinois Traction Co., 2901. 4 

Advances made for construction work on 
progress estimates, 2902. 

Temporary bonds issued to meet advances 
made, 2902. 

Trust deed under which the purchase of 
the several bonds were made, filed, 2903. 

Advances made and bonds received for 
construction work on extension of the 
Illinois Traction OCo., 2905. 

Bonds exchanged for Illinois Traction pre- 
ferred stock, 2906. 

Explanations of Directors of fun Life in- 
vesting personally in Illinois Traction 
preferred stock, 2909. 

Memorandum read stating terms on which 
Directors of Sun life and Sun Life Co. 
purchased Illinois Traction preferred 
stock, 2910. 

Over-investment in American securities 
etna r ta: to Insurance Department, 

Illinois Traction preferred stock consid- 
ered a desirable investment, 2912. 

Policy of Sun Life to reduce amount of 
American investments, 2912. 

Memorandum of explanation relating to 
the exchange of bonds for Illinois Trac- 
tion preferred stock filed, 2913. 

Original constitution of the Illinois Trac- 
tion Co., its capital stock, 2913. 

Policy of Illinois Traction Co. not an 
Ce ue but a stockholding company, 


Correspondence dealing with the creation 
of the Illinois Traction Co. filed, 2914. 

Illinois Traction Co. changed from incor- 
poration in New Jersey to Maine, rea- 
sons therefor, 2915. 

Division of capital stock of Illinois Trac- 
tion Co., preferred and common, 2915. : 

Authorized capital stock of the Illinois 
Traction Co. increased, 2915. 


Statement of stockholding of Illinois 
Traction Co. filed, 2915. 
Companies controlled by the _ Illinois 


Traction Co., 2916. 

Sacrifices involved in being compelled to 
realize on the Sun Life investments in 
Illinois Traction Co. stock, 2918. 

Illinois Traction Co. stock profitable field 
for investment, forecast when it will 
cease, 2919. 

Sun Life Co. purpose to increase invest- 
ment in Illinois Traction Co. stock, 2919. 

Bond issue generally represents cost of 
railways, 2919. 

Stock of railways 
water, 2919. 

Dangers of growing sentiment in favor of 
municipal ownership, how to guard 
against it, 2919. 

Legislative interference with vested inter- 
ests considered unconstitutional in the 
United States, 2920. 

Minimum of peril from any effort to na- 
tionalize railways, 2920. 

Investment in bonds of public utility cor- 
porations commended as a safe and pro- 
fitable field for investment of life in- 
surance funds, 2920. 

Illustrations given of the increased earn- 
ings of companies controlled by the Illi- 
nois Traction Co., 2921. 

Report of Engineer Hodges on the Illi- 
nois Traction Co. properties filed, 2922. 

Historical outline of the Sun Life invest- 
ment in Appleyard securities, 2922. 

First purchases of preferred and common 
stock, 2922. 

Further purchases of bonds and stock on 
Appleyard securities, 2924. 

Appleyard agreement to purchase bonds 
and stock, how carried out, 2925. 


generally, bonus or 
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Advances made by Sun Life to repur- 
chase, 2925. 

Dates and amounts of advances made in 
cash to purchase, 2926. 

Securities received from Appleyard on 
agreement to repurchase, 2928. 

Depreciated securities written off the 
books, 2929. 

Loss in Appleyard securities due to in- 
competence and mismanagement, 2929. 

Control essential to ensure success, 2929. 

Essentials to success in street railway en- 
terprises, 2929. 

Experience in investment in Oanadian 
railway securities, 2931. 

Summary of losses made by Sun Life in 
traction properties, 2931. 

Opinion expressed that no restrictions 
rN be placed on investing in bonds, 

Opinion expressed that investment in pre- 
ferred stock should only be permitted 
on a certain contingency arising, 2932. 

bicaee of investments in preferred stock, 
2932. 

Rule of Sun Life to abstain from invest- 
ing in bonds or stock of a competing 
traction railway in any city, 2932. 

Bonus stock always given as an induce- 
ment to sell bonds, 2933. 

Method of bookkeeping in respect of bonus 
stock, 2934. 

System of keeping bonds and bonus stock 
in separate accounts defended, 2935. 
Amounts,.realized from sale of bonus stock 
credited to profit and loss account, 2936. 
Book produced shewing disposition of 

bonus stock, 2937. 

Opinion on the proper method of shewing 
bonus stock in ledger, 2937. 

Inactive securities exchanged for other 
inactive securities, how treated in the 
books, 2939. \ 


Annual revenue of Sun Life Co., 2940. 


Directors of Sun Life have not personal- 
ly profited in any dealings of the com- 
pany, 2940. 

Appleyard agreement and correspondence 
with Sun Life filed, 2941. 

Annual Report of Illinois Traction Sys- 
tem for 1905. filed, 2941. 

Statement of bonus stock filed, 2941. 


Shareholders’ preference for participating 
insurance business, reasons for, 2941. 
Participation in life insurance, its ori- 

gin, 2941 
Profits, sources of, in life insurance, 2942. 
he deferred schemes of insurance, 
2942. 
Insurance popularized by deferred system, 
AS nak feature of deferred system, 


Deferred profit scheme in the nature of 
a bait, 2943. 

Deferred profit policies shew a low mor- 
tality rate, 2943. 

Deferred annuities, few issued, 2944. 

Comparison of mortality rate on lives 
assured on different plans, 2944. 

Mortality rate highest over expected in 
first five years, how accounted for, 2946. 

Modified Health English Table compared 
with the H. M. Table, 2947. 

Statement shewing the mortality rates on 
different insurance plans filed, 2947. 

Deferred dividend feature tends to re- 
duce the lapse ratio, 2947. 

Plan for insuring impaired lives, 2949. 

Estimates of Sun Life have been near] 
carried out, 2949. * 

By-laws governing proportion of profits 
to participating policyholders, 2949, 

Meaning of “equitably dividing accord- 
ing to the contribution plan,” 2950. 

, Method of keeping separate the partici- 

pating and non-participating business 

abandoned, 2950. 


Discretionary power in directors to dis- 
tribute profits, by-law providing, 2950. 
Considerations which determine amount 
available for distribution, 2950. 
ea increased in prosperous years, 
Profits of shareholders not considered in 
eben profits to policyholders, 


Parties who decide on amount to be dis- 
tributed in profits, 2952. 

Deductions made from profits to meet the 
change in basis of reserve, 2953. 

Amount of surplus undistributed, how dis- 
posed of, 2955. 

Annual distribution plan deemed feasible 
but unwise, 2956. 

Profits on deferred dividend policies, none 
in early years, 2958. 

Opposed to the idea of notifying individual 
policyholders of profits, 2959. 

Mode of ascertaining profits on deferred 
dividend policies, 2959, 

Greater publicity of returns advocated, 
2961. 

Statements and returns, suggestions as 
to what they should embody. 2961. 5 

Seat nae of estimates in New York, 
2961. 

Estimates will be made in some form, 
prohibition impossible, 2961. 

Prohibited companies and agents will 
make estimates, 2961. 

Recommends that companies should be 
required to make statements of amount 
of money available for distribution on 
groups of policies, 2962. 

General recommendations of statements to 
be furnished to Government, to ensure 
publicity and guard against deception, 
2962. 

Compulsory accounting to policyholders 
objectionable, 2962, 

Annual distribution policies rare, 2962. 

Apportionment of profits made’ in groups 
but not to individual policyholders, 
2963. 

Objections to annual distribution, 2963. 

Memorandum on organization and admin- 
istration filed, 2964. 

Suggestions made of amendments to the 
form of Government returns, 2964. 

Reasons given for cost of first year insur- 
ance, 2964. 

Uncontrollable and controllable, 2964. 

Initial commission to agents has a down- 
ward tendency, 2964. 

Increased commission on renewals for a 
limited period, 2964. : 

Contracts re agents’ commissions, 2965. 

Sources of profit to meet initial expenses 
of first year insurance, 2965. 

Approval of system by which each group 
of policies are assessed to pay their 
own exvenses, 2965. 

Statement shewing the loadings for ex- 
penses on the different systems of in- 
surance filed, 2965. b 

Fundamental error pointed out in the 
form adopted by the Commission in 
forming a profit and loss statement, 
2966. } 

Savings from mortality should be credit- 
ed to initial expenses, reason therefor, 
2966. 

Gains from surrenders and lapses can 
legitimately be applied to first year ex- 
penses, ie 

Comparison of expenses with loadings 
misleading, 2969. 

Statement shewing ratio of expense to 
first year insurance filed, 2969. 

No remedy to suggest in respect of the 
great cost of first year business, 2969. 


Disapproves of- rebating, 2969. 


sytem necessary to abate rebating, 
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Sun LirE—Continued. 


MACAULAY, T. B.—Continued. 


Agents’ contracts in Sun Life forbids re- 
bating, 2970. 


Advances to agents, reasons for, 2970. 


Statement shewing method of calculating 
reserve filed, 2970. 


Profits deducted from policyholders to ef- 
fect change in basis of reserve, 2971. 


Net rates of interest earned on invest- 
ments, 2971. 

Explanations of the different mortality 
tables in use, 2971. 

Views upon the whole question of reserves, 
2972. 

Unwisdom of fixing a high standard of 
solvency, 2972. 

Failures’ of United States life companies, 
2972 


Canadian life companies, no failures, 2972. 

Standards of solvency recommended for 
adoption in Canada, 2972. 
. M. Mortality Table rapidly becom- 
ing antiquated, 2972. 

Objections to the O. M. Table, reasons 
for, 2973. 

Recommends for adoption the O. M. 10 
Table, 2973. 

Reserves and net premiums to be com- 
puted on same table of mortality, 2973. 

British offices, the O. A. M. for annuities 
and O. A. F. for female annuities, tables 
recommended for adoption, 2973. 

Disapproves of the change made in the 
basis of reserves, 2973. 

Inorease in average rate of interest sup- 
ported by authorities, 2974. 

Losses on business in early years, 2974. 

When a policy becomes self-supporting, 
2974. 

How some young companies provide 
against losses on new business, 2974. 
Dangers involved in maintaining a legal 

reserve on new business, 2974, 
Suggestions for minimizing that danger, 
2974. 


System originating in Germany outlined, 
2974. 


Preliminary term insurance, features of, 


2974. 
Select and ultimate method, features of, 
297 
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Objections to the phrase “select and uwl- 
timate,” 2975. ; 

When a company should be deemed in- 
solvent, 2976. : 

When a company should be forced into 
reinsurance, 2976. oy 

When companies should be prohibited 
from writing participating business, 
2976. 

Suggestions made for shewing in Govern- 
ment returns the exact financial condi- 
tion of companies, 2976. 

Statements respecting surrender values 
and paid-up policies filed, 2976. | 2 

Statement respecting modified preliminary 
term insurance filed, 2977. 

Statement shewing allocation of profits 
filed, 2977. : 
Statement shewing percentages of differ- 
ent kinds of policies in force, 2977. 
Commissions paid to agents the same on 
all participating policies, 2977. 
Statement of “Standard Asset Shares,”’ 

outlined description of, 2977. 

Salaries paid to President and General 
Manager, 2979. 

Salary of Manager for Eastern Asia, 
commissions, 2979. 

English Board of Trustees, their duties 
and remuneration, 2979. 

Preqautions taken in proof of loss to 
guard against fraud defended, 2979. 

Lapses in Sun Life compared with lapses 
in Oanada Life, 2980. 

Not As policies confused with lapses, 
2980. 


Sun Lire—Concluded. 
MAcAULAY, T. B.—Concluded. 


Proportion of not taken policies no re- 
Pe to amount of insurance in force, 
Methods of Canada Life and Sun Life re 
not taken policies differentiated, 2980. 
Request of policyholders for right to vote 
will receive serious consideration from 
present management of Sun Life, 2981. 


Examined by MR. GBARY. 


Profit and loss statement of first year’s 
business discussed, 2981. 

patos a policy becomes self-supporting, 

Discourages short term endowment poli- 
cies, reasong for, 2983. 

Percentages o loadings and constants 
used in fixing rates for various forms of 
policies, 2984, 

Original intention to gradually change 
basis of reserve, 2985. : 
Reasons for making change of reserve 

more rapidly, 2985. 

Commissions to agents less on non-par- 
ticipating than on participating busi- 
ness, 2985. 

Commissions to agents same on all par- 
ticirating business, 2985. 

Proportion of non-participating to par- 
ticipating business, 2985. 

Non-participating business not as desir- 
able a business as participating, 2986. 

Premiums on participating and non-par- 
ticipating shew ultimately a profit to 
participating, 2986. 

Special rates offered to clergymen dis- 
continued, 2986. 

Statement in further support of the 
soundness of investment of Sun Life 
in Illinois Traction Co. and allied prop- 
erties, 2987. 

Municipal ownership not a menace to Sun 
Life investments, 2988. 

Control not necessarily control by Sun 
Life alone, but associated with people 
in whom Sun Life has confidence, 2988. 

Restrictions on investing powers should 
not exclude mortgage bonds and pre- 
ferred stock under certain conditions, 
2988. 


Smiry, R. O., K.C., answers certain ques- 
‘tions, 2789, 2940. 
Asks privilege of cross-examining, 163. 
Chairman’s ruling, 164. 


Woop, Arthur B.— 
Examined by Mr. SHEPLEY. - 


Mortality rate lowest in 20-payment life 
plan, 2945. 

Volume of total exposed risks under the 
different plans, 2946. 


Woop, Arthur, recalled— 


Statement shewing method of oalculating 
reserve explained, 2970. 
Statement of “Standard Asset Shares,”’ 
explained and filed, 2977. 
Sipe of interest earned in various years, 
ener ae expense ratios in various years, 
Funds to the eredit of reserve dividend, 
policies, amount of, 2977. 
‘Statement of actual cash received as in- 
terest on investment and actual sale of 
_ securities filed, 2977. 
Statement giving examples of nrofta 
» allotted at various divisions of policies 
explained, 2977. 


peiathorr te John I. See “Monarch Life,” 2010- 


Symons, Harry. See “Union Life,’ 610-645, 
822-824, 2481-2494, 
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TayLor, Joseph. See “Commercial Travellers’ UNION LirE—Continued. 


mech a tenet pebeg Se pee EVANS, H, P, and CARRIE, Wm. H.—Continued. 


UNION LIFE INSURANCE COMPANY. Werets. Sea liabilities, 538. a 
: Volume of business done, : 
CARRIE, Wm. H. See evidence of H. P. Evans, Payments on stock, how made, 540. 
535-682. Investments of Union Life, 541. 
Surplus of assets over liabilities, 541. 
Cash book entries explained, 541. 
Total expenditure for year, 543. 


Evans, H. Pollman— 


Examined by Mr. SHEPLEY. 


His office defined, 500. 

His previous position, 500. 

Business of the Provident branch of the 
North American Life Insurance Com- 
any, 500 

Taduatcial insurance, its nature, 500. 

Volume of business done, 500. 

Connection with National Agency, 500. 

Objects in formation of National Agency, 
501. } ; 

Experience recited in industrial insurance, 
502 


National Agency Oo. incorporated, 502. 

Conditions of charter, 502. | f' 

Agreement with North American Life, 503. 

Persistence of industrial policies, 504. 

Dividing the surplus, 505. 

Liability, how borne, 506. 

Surplus, how disposed of, 506.. 

Questions of jurisdiction raised, 521., 

Demand to produce the stock book of the 
National Agency Coy., 510. 

Verbal extension of agreement, 511. 

Provisions of agreement discussed, 512. 

Union Life Insurance Coy. formed, 513. 

Union Wife Insurance Coy., its promot- 
rs, 413. , 

aes of the Union Life Ins. Co., 514. 

Negotiations for incorporation, 514. 

Trustees for National Agency Co., 515. 

Trustees for National Agency Co., their 
names, 515. ; 

Securities deposited .with Government, 515. 

Meeting of provisional Directors, 515. 

Special general meeting of shareholders, 
51 


Directors authorized to invest, 515. 

Resolution of Directors to purchase, 516. 
Application for Dominion Charter. 516. 

Purchase made under trust deed, 516. 

Agreement with Canada Accident Coy., 
517. 

Beat ledger of National Agency Com- 
pany produced, 518. 

Allotments of stock, 519. 

Minute book of National Agency Co. pro- 
duced, 522. , 

Contents of Minute Book discussed, 522. 

Stock issued at a premium, 524. 

Transference of business from North Am- 
erican Life to Union Life Corn 525% 

Provisions to indemnify, 525. } 

Working agreement between the Union 
Life and National Agency Coy., 527. 

Agreement as to commission, 529. : 

Guarding against impairment of capital, 


Terms of transfer of business National 
Agency to Union Life, 530. 

Organization expenses, 530. 

Stock Book of National Agency, 531- 

Organization expenses, amount of, 531. 

Sale of shares, 531. 

Premiums on stock, 532. 

Directors get stock at par, 533. 

Union Life Return to Government, 534. 

Union Life paid up capital, 534. 

By-law authorizing calls on stock, 534. 

Payments made on capital account, 535. 

Cashier explains payments, 535. 


Evans, H. P. and Oarriz, Wm. H.— 
Examined jointly by Mr. SHEPLEY. 


Mr. Carrie explains cash account, 535. 


Volume of lapsed policies, 543. 

Securities of Union Life, 543. 

Surplus of Union Life, 543. 

Ratio of expense to income, 544, 

Further issue of capital stock, 544. 

Statement of internal relations, 544. 

Purchasing of securities, 544. 

Dividends paid by National Agency, 545. 

Reduction of, 545. 

Bonuses promised, 545. 

Reduction of dividends made owing to 
insurance enquiry, 546. 


Certificate of Auditor, 546. 
Declaration of first dividend, 546. 


Warrant for payment, 546. 

On report of auditor, 547. 

Demand not in lieu of cash, 548. 

Propriety of valuing contingent prem- 
iums, 548. 

Recioie. of valuing deferred premiums, 


Resolution to retire demand note, 550. 

Scientific basis of arriving at value of 
contingent premiums, 551. 

Capital stock of Union Life, 552. 

Plan adopted for maintaining a surplus, 

Payments made on acocunt of premium 
on capital stock, 553. 

Payments made for organization ex- 
penses, 554, 

Proxies used at meetings, 554. 

Resolution ratifying published informa- 
tion, 554. 

Securities held by Union MLife, 555. 

Meaning of contingent surplus, 556. 

ae onc issued by National Agency, 

Cancellation of debentures, 557. 

New issue of debentures, 557. 

Cancellation of. 557. 

Maritime Board of National Agency, 558. 

Basis of valuing business, 558. 

Svecial provision in stock certificate, 559. 

Cause of further calls on stock, 560. 

Transfer of securities, 561. 

Tk et Wie in Cash Book, 561. 
ayments made by National Agency to 
Union Life, 564, Ayres 

Gece aus against impairment of capital, 


Produces envelope containing literature 
issued, 566. 

Ledger entries of stock capital, 566. 

Adjustment of expense account, 568. 

Arrangement to protect delinquent share- 
holders, 570. 

Prices paid for stock, 571. ; 

Se caen of stock for services rendered, 


Profits on stock transactions, 576. 

Value of controlling interest, 577. 

Form of policy, 577. 

Printed notices soliciting proxies. 577. 

Assignment of proxy powers, 578. 

Practice of receiving proxies, 578. 

By-laws as to Annual and Special Meet- 
ings, 578. 

Constitution of Committees, 579. 

By-laws, various provisions, 579. 

Dividends to be applied in payment of 
calls, 580. 

Amendment to by-laws, 580. 

Expectations regarding dividends, 581. 

Rv-law closing transfer books, 581. 

Object of the by-law, 582. 

Notices of resolutions, 582. 

Agents rarely obtain proxies, 583. 

Motive of framing by-laws, 583. 
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UNION LirE—Continued. UNION LiFE—Continued. 


Evans, H. P., and Carriz, Wm. H.—Concluded. HARVEY, Charles G.—Concluded. 


Bylaw for appointing local or Provincial 
Boards, 584 

Objects of Maritime Boards, 584. 

Increase of capital of Union Life, 584. 

Increase of capital, object of, 584. 

Providing capital for expansion, 585. 

By-law authorizing investments, 585. 

By-law as to Accident Insurance, 586. 

Charter for Consolidated Trust Company, 
586. 

By-law authorizing issue of debentures, 
586. 

By-law providing for forfeiture of shares, 
586 


Method of enforcing lien, 587. 

Notes taken for calls, 587. 

Examination of general ledger, 588. 

Purchase of real estate, 588. 

Profit on real estate, 589. 

Transfer of securities to Union Life, 589. 

Payments made on real estate. 590. 

By-law to increase the capital stock, 592. 

Form of debentures issued, 593. 

By-law confirmed to increase capital stock, 
593. 

Value of Port Hood Coal Bonds, 594. 

Debentures held as collaterals, 595. 
Directors of Union Life, 595. 

Directors’ power to limit term of holding 
Office, 595. 

Directors’ power to fill vacancies, 595. 

Reasons given for the exercise of this 
power, 596. 

Inconsistencies of giving notice, 597. 

Minutes of Board Meetings filed, 598. 

Payments made by National Agency to 
Union Life, 

Adjustment to keep capital unimpaired, 
599. 

Terms of that adjustment, 599. 

Re-statement of adjustment, 600. 

Exchange of debentures for stock, 602. 

Names of agents, 602. 

Securities of Union Life, 605. 

Expense of conducting industrial insur- 
ance, 608. 

List of Industrial Companies, 609. 

Expense of Industrial Companies gener- 
ally, 609. t 

Comparison with British Companies, 609. 
Cost of establishing business in British 
Companies, 610. 

Lapse ratio of Union Life compared with 
other Companies, 610. 

Persistency of new business, 610. 

Comparison of death rate, 610. 


Evans, H. Pollman— 


Recalled and examined by Mr. TILLeEy. 


Organization in Quebec of Union Life, 674. 

Precautions to secure reliable agents, 675. 

Efforts made to avoid lapses in policies, 
677. 

Deficits not created in paying dividends, 
677. 


CARRIE, Mr.— 


Recalled and examined by MR. TILLEY. 


Salaries paid by Union ILife, 677. 

Fees paid by Union Life, 677. 

Contracts arising between Manager and 
Company, 678. 

Commissions paid for sale of stock, 679. 

Advance on Hlectrical Development stock, 
679. 

Stock dealings with Directors, 681. 

Stock purchases paid by note, 682. 

Debts owing by Directors, 682. 


jiaRveY, Charles G.— 
Examined by Mr. TILLEY. 


Professional duties defined, 645. 


re Metropolitan Life, 646. 

Connection with Union Life, 646. 

Form of policy used, 646. 

Industrial Savings Bank Policy, 646. 

Form copyrighted, 646. 

Appointment as Director, 647. 

aera features of industrial insurance, 
647. 

Distinguishing features, 647. 

Reasons for loading premiums, 647. 

Extent of over-loading, 648. 

Expense ratio to income insurance, 648. 

Primarily a burial fund, 648. 

tie insurance in English Companies, 
649. 

mare in Canada and United States, 


Rural district business profitable, 650. 

Organization for”a city, 650. 

Special salaried agents, 650. 

Oa paid in industrial insurance, 
65 

Standard salaries paid by industrial com- 
panies, 651. 

Forms of agreement between Company 
and agent, 651. 

Loss incurred by defaulting agents, 651. 

Loss consequent on change of agents, 652. 

Faves conditions of Canadian risks, 
ere ry 

Death rates contrasted, 653. 

Tendency of child insurance, 654. 

Projected legislation to suppress child in- 
surance, 654. 

yee a business becomes self-supporting, 


Union Life adopting a policy of expan- 
sion, 655. 

Aims of the Union Life, 655. 

Inducement to invest in industrial insur- 
ance, 656. 

Payments of enormous dividends, 657. 

Method of arriving at the value of a week- 
ly debit, 659. 

Progress of the London Life, 660. 

Progress of the Colonial Life, 661. 

Contract between Mr. Evans and Union 
Life, 661. 

Commissions to be paid Manager, 662. 

Value of an established business, 662. 

Value of assets of Union TJuife stock, 663. 

Premiums collected on policies, 663. 

Savings Bank Policies compared with 
other policies, 664. 

iy i under different forms of policies, 

Beneficial features of the Savings Bank 
policy, 664 

Marginal loading available, 664. 

Valuation of policies under the Act, 665. 

Discrimination used by policyholders, 666. 

Different tables of valuation, 667. 

Conditions where expenses exceed the load- 
ing, 667. 

geen na names for forms of policies, 


Percentage of lapsed policies, 668. 

Percentage remaining in force, 669. 

Persistency of policies, 669. 

Loss resulting from lapsed policies, 670. 

Infantile lives not medically examined, 
670. 

Special salary to agents, 670. 

Average percentage of collections, 671. 

Re-instatement of lapsed policies, 671. 

Cost of establishing business in English 
Companies, 672. 

Expenses included as an asset, 672. 

eres Life a noh-participating Company, 
Tee 

Average life of industrial policies, 672. 


When entitled to surrender value, 673. 
Pye nature of industrial insurance, 
Oe 


Dividends paid by Metropolitan Life, 674. 


Effect of industrial insurance on pauper- 
ism, 674. 
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UNION LirE—Continued. — Union Lire—Concluded. 


Symons, Harry. Symons, Harry—Conclnded. 


Examined by Mr. SHEPLEY. 


Official connection defined, 610. 

Professional connection defined, 611, 

Conduct of initial proceedings in the for- 
mation of Company, 611. 

Promoting industrial insurance, 612. 

Ostensible owner and equitable owner, 
612. 

Difficulty in obtaining subscriptions, 614 

Perey ace to the National Trust Coy., 
614. 

Object of conveyance, 614. 

Original subscribers given a preference, 
615: 


Increase in capital authorized, 615. 
Prospectus of National Agency, 616. 
Shareholders ratify action of Board and 
Executive, 617. 

Large increase in industrial insurance, 
619 


Character of industrial insurance, 619, 

Infant industrial insurance, 619. 

Considerations justifying issue of stock 
at a premium, 620. 

Prospectus issued on stock issue, 620. 

Net surplus accumulations, 620. 

Reasons for increasing capital stock, 621. 

Financial statement at first general meet- 
ing, 621. 

National Agency as an insurance agent, 
622 


Certificate Otenthew Auditor, | 623: i 
Dividends based on prospective business, 
623. 


Organization expenses an asset, 624. 

Contingent premiums as assets, 624. 

Meaning of contract liabilities, 625. 

Deferred premiums as an asset, 625. 

Statement on which dividend was de- 
clared, 626. 

Directors assume personal responsibility 
for dividend, 626. 

Quality of assets of Union Life, 628. 

Transfer of assets from National Agency 
to Union Life, 630. 

Principle of arriving at value of busi- 
ness, 630. 

Commission as an element of value, 630. 

Adjustment of accounts between National 
Agency and Union IJife, 632. 

Comparison of assets with liabilities, 634. 

Statement submitted to shareholders, 635. 

Expectations more than realized, 635. 

Calls to preserve capital unimpaired, 635. 

Treasury stock issued at a premium, 636. 

Additional security to policyholders, 636. 

Process of listing explained, 637. 

Listing of the Union Life, 637. 

Transactions in Union Life on Stock Ex- 
change, 637. 

How transaction was conducted, 638. 

National Agency assigns shares to Trusts 
& Guarantee Coy., 638. 

Agreement with Century Life, 639. 

Century life disorganized, 639. 

Valuation of assets of Union life, 640. 

Value ‘of general branch business, 641. 

Surplus of Union HLife, 641. 

Premium income Union Life, 643. 

Statement of securities promised, 645. 


Recalled and examined by Mr. TIL.ey. 


Advances made by National Agency on 
securities of Hlectrical Development 
Coy. stock, 822. 

Connection with Electrical Company ex- 
plained, 822. 

Purchase by National Agency, 823. 

Transfer of stock, how made, 823. 

No authorization for purchase, 823. 

Personally interested in transaction, 823. 

Method of transferring stock, 824. 

Profits made on directors’ shares, 824. 

Fees in connection with Century Life 
charter, 825. 


Salary and fees received from National 
Agency and Union Life, 825. 


Allotment of stock to Directors, 825. 


Payments made to Officers and Directors 
of National Agency and Union Life in 
salaries, fees and profit on stock trans- 
actions, 827. 


Recalled and examined by Mr. TILLEY. 


Re-insurance agreement with National 
Agency Co., to take over the business 
of the Toronto Life Co., 2481. 

Parties to the negotiation, 2481. 

Controlling interest in the Toronto Life 
Co. secured by National Agency Com- 
pany, 2482. 

Reasons for securing control, 2482. 

Examination of Toronto Life affairs, 2482. 

Volume of business written by the Toronto 
Life, 2483. 

Statement issued by National Agency Co. 
veel) condition of Toronto Jife Co., 

Amount of reserve required on_re-insur- 
ing agreement with Toronto Life Com- 
pany, 2483. 

Volume of lapses, 2483. 

Form of agreement between Toronto Life 
Co. and medical examiners produced 
and filed, 2483. 

Efforts made to terminate existing con- 
tracts with medical examiners, 2483. 
Actions brought by medical examiners to 
maintain validity of contracts, 2484. 
Defence of actions ultra vires of the To- 
ronto Life Co. to enter into them, 2484. 
Statement of receipts and disbursements 
of Toronto Life Co., presented by the 

National Trust Co., 2484. 

Capital of Toronto Life and amount paid 
thereon, 2484. 

a of capital of Toronto Life, 

Tea statement of Toronto Life filed, 


Copy of tender made by Union Nife for 
Toronto Jife assets filed, 2485. 

Agreement for sale filed, 2485. 

Changes in the directorate of the Toronto 
Life effected, 2486. 

Re-insurance agreement made between the 
Union Life and Toronto Life, 2486. 

Copy of minutes of the Toronto Life fil- 
ed, 2487. 

Re-insurance agreement filed, 2487. 

Naticnal Agency Co. pays for stock of 
Toronto life, 2488. 

Union Life pays nothing for the business 
of the Toronto Life, 2488. 

Minority shareholders interests of Toronto 
Life protected by agreement, 2488. 

Agreement protecting the Toronto Life 
against liabilities prior to the transfer, 
filed, 2489. 

Change of basis of reserve of Toronto 
Life on suggestion of Inspector of In- 
surance, 2490. 

Commission on amount paid to the Na- 
tional Trust Co., 2491. 

Agent who received the commission, 2491. 

Settlement made with the shareholders of 
the Toronto Life, 2492. 

Minute book of the Diretors of the To- 
ronto Life filed, 2493. 

Stock of Toronto Life acquired to qualify 
as director, 2493. 


Notice to policyholders of the Toronto 
Life, filed, 2494. 


Correspondence re tender of Union Life 
for assets of Toronto Life, filed, 2494. 


VAN SICKLE, Stephen. See ‘Monarch Life,” 


2018-2023. 


WALKER, Mr. See “Home Wife,” 2146. 
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WARREN, James J. See “Home Life,” 2131- 
2138, 2183-2190. 


Maer Mrs See “Canada Life,” 1034, 1040, 
100. 


Weeenast, George. See “Mutual Life,” ~1735- 


1780 
Wuitta, Henry W. See “Foresters,” 3030-3034. 


WILLIAMS, William. See ‘‘Foresters, Ancient 
Order of,” 1602-1635. f 


WILSON, Matthew. See ‘‘Foresters,” 2665-2734. 
Woop, Arthur B. See ‘Sun Life,” 2945, 2970, 
Woop. Robert A. See ‘Home Life,” 2130. 


WOODMEN OF THE WORLD. 
EDWARDS, George— 


Examined by Mr. TILLEY. 


A ee of books when first inspected, 

2463 

Efforts made to reconcile inconsistent 
statements furnished by the Order, 2463. 


Defective nature of the audits made, 2464. 


FITZGERALD, William O.— 


Examined by Mr. TILLEy. 


Official position defined, 1597. 

Incorporated by special Act, 1597. 

Two branches, insurance, and sick and 
funeral benefits, 1597. 

Funds to be kept separate, 1597. 

Premiums not available to defray ex- 
penses, 1597. 

Office management explained, 1598. 

Method of keeping the accounts, 1599. 

Assets of the Order, 1599. 

Investments, each item accounted for 
separately, 1599, 

Change in method of Reaching the ac- 
counts under way, 1600. 

Board, called the Executive Council, how 
constituted, 1600. 

Sub-committees of the Board, 1600. 

Information promised to be produced, in 
Toronto, 1600. 


Recalled. 


Books completed satisfactory to the Or- 
ae but not to auditor of commission, 
fe J 

Copy of constitution of 1893 filed, 2444. 

Copy of by-laws of 1904 filed, 2444. 

Amendments to by-laws filed, 2444. 

Benefits of the Order under original Act 
of 1893, 2444. 

ea cks under the amended Act of 7/904, 
Pa 

Compensations paid in lieu of monument 
in certain cases, 2444. 

Monument fund, now kept, 2445. 

Unused monument fund transferred to 
expense account, 2445. 

Changes made in the date of holding the 
annual meetings, 2446. 

Statutory and legislative meetings differ- 
entiated, 2446 

Pa ats provisions of altering by-laws, 
2447. 

Nee Rta for attending annual meetings, 
2447. 


Expenses of annual meetings, 2448. 

Powers of the Executive Council, 2448. 

Monies transferred from Insurance Fund 
to Expense Fund, 2449. 

Limitation of time when a claim can be 
preferred, 2449. 
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WOODMEN OF THE WorLD—Continued, 


FITZGERALD, William C.—Continued. 


Investigation Fund, its purposes, 2449. 
Expense account overdrawn at times, 2450. 
Boney account adjusted by note to bank, 


aac ane Fund kept intact in the bank, 

Approval required of Head Consul Com- 
eee to all by-laws of local camps, 

Emergency Fund, purposes of, 2452. 

Statement of prohibited and hazardous 
occupations filed, 2452. 

Policy cancelled in certain cases, 2452. 

Expense Fund, how maintained, 2453. 

erect when they become incontestible, 

Form of policy filed, 2454, 

Power to cancel policies, 2454. 

Powers to call for special assessment to 
meet death claims when available funds 
are exhausted, 2454. 

Investments, nature of, 2454. 

Ladies admitted to the Society, 2454. 

Power obtained to carry on sick and 
funeral benefits, 2455. 

Reports of applications to Ontario and 
Dominion for power to carry on sick 
ses funeral benefits had been refused, 


Conditions on which power would be 
given, 2455. 


Conditions complied with, 2455. 

Report of committee on Sick and Funeral 
Benefits filed, 2456. 

ye Funeral Benefit Fund, how kept, 

Number of sick and funeral benefit cer- 
tificates outstanding, 2456. 

Reserve on certificates, not valued, 2456. 

Ledger accounts compared with bank 
accounts, 2457. 

Deposits made in the several banks, 2457. 

Cash book and bank balances compared 
with Government returns, 2458. 

Attempt to reconcile cash book with bank 
book, 2459. 

Agents’ balances, how created, 2461. 

Uncollected assessments due, their nature 
and amount, 2461. 

Method of keeping individual accounts of 
members, 2461. 

Method of making government returns of 
uncollected assessments, 2462. 

Assets and liabilities, how shown in the 
ledger, 2462. 

ae made to an officer of the Order, 


Debenture investments and mortgage loans 
of the Order, 2464. 

ey of interest obtained on investments, 
2464, 

Government deposit required on the Sick 
and Funeral Benefit Fund, 2465. 

Absorbed members of other orders, 2465. 

Dispensations granted by Head Consul 
Commander, filed, 2465. 

Conditions on which the Maccabees were 
admitted to the Order, 2465. 

Result of a special assessment made dur- 
ing the South African war, 2466. 

Result of a levy made by the Sovereign 
Camp on the Canadian institution, 


Members allowed to choose and change. 
the beneficiary, 2466. . 

Instance of how a policy lapsed, 2467. 

Expense account in several years, deficit 
shown, 2467. 

es taxation to meet deficit, why taken 
off, | 3 

Table of rates, changes made, filed, 2468. 

Statement of a comparison of the differ- 
ent rates filed, 2468. 

Report on change of rates not adopted, 
filed, 2470. 


INDEX. : 3363 


‘WOODMEN OF THE WorLD—Continued. / 


FITZGERALD, William C.—Conecluded. 


Solvency of society endorsed at last an- 
nual meeting, 2470. 

No estimate on liability on existing poli- 
cies ever made, 2470. 

ae estimate of proper reserve ever made, 


Effect. of having to put up reserve, an in- 
crease in rates, 2470. 

Reasons for having disproportionate rates 
on policies of varying amounts, 2471. 

Average of policies, 2471. 

Amount required from each member to 
ee the reserve on proper footing, 

a in collecting such increase, 

Savings from the Monument Fund, 2471. 

Transfers from various funds to the ex- 
pense fund, 2472 

Hee: Fund,’ class of items composing, 


Amounts collected as net premiums, be- 
ing used for expenses, 2473. 

pares not lower than some other Orders, 
2473 

Overdraft on expense account to be met 
by Sessional Tax, 2474. 

Sessional Tax, how imposed, 2474. 

Expenses of Head Camp, 2474. 

Statement showing transfers of insurance 
monies to expense account filed. 2474. 

Effect of raising the rates on the mem- 
bership of the Order, 2474. 

Statement of average of ages filed, 2475. 

Form of policy filed, 2476. 

Table of equalized rates compared with 
actual rates filed, 2476. 

Statement showing amount paid out in 
death claims produced, 2476. 

Amount paid to auditor, 2476. 

Duties of auditor detailed, 2476. 

Volume of business in force and liability 
thereunder, 2477. 

No computation of amount of reserve ever 
made, 2477. 

Table of rates for women, and rates for 
sick and funeral benefits filed, 2477. _ 

Statements of amount of insurance in 
force, and each calendar year divided 
according to age at entry, etc., prom- 
ised, 2477. 

Dominion Counsel states that additional 
information will be furnished later, 
2477. 

System of books not disapproved of by 
Insurance Department, 2478. 

No reserve maintained, surplus only, 2478. 
Prospectus issued, meaning of its lan- 
guage, 2478. ; 
Misleading statements in prospectus point- 

ed out, 2479. 

Head Camp Executive Committee minutes 
compared with report and by-'aws, 2479. 

Means taken to afford discussion on 
change of rates at Head Camp, 2481. 
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WOODMEN OF THE WoriLD—Concluded, 


GRANT, Milton D.— 


Examined. by Mr. TiILuey. 


foes on the business of the Order filed, 


Valuations made on National Fraternal 
Congress Tables, 3205. 


Premiums now collected lower than the 
valuations in the Report, 3206. 


Premium rates of old members should 
be brought up to the amount of new 
members, 3206. 


Impropriety of having varying rates 
affirmed, 3206. 


HOopGINS, Charles C.— 
Examined by Mp. . TILLEY. 


Official position defined, 0206. 

Official duties, their nature, and remun- 
eration received, 3207. 

Conversations had with Auditor on meth- 
ods of book-keeping, result of, 3207. 

Concurrence in report presented, 3208, 

Interview with Insurance Department of 
Ontario, 3208. 

Adoption of standard rate would over- 
come the existing deficiency, 3208. 

Efforts made to raise rates, result of, 3209. 

Discrimination in rates, does by-law war- 
rant, 3209. 

Opinion expressed that rates to old mem- 
bers should be raised, 3209. 


Legislation suggested that all fraternal 
societies should be compelled to adopt 
a standard rate, 3210. 

Expediency of fraternal societies main- 
taining a reserve, acquiesced in, 3210. 
Stability of fraternal societies, tendency 

towards, 3210 

Competition of fraternal societies under 
Dominion Acts and under Provincial 
Acts, how affected, 3211. 

Opinions of English Life Insurance Man- 
agers and Actuaries, read and _ filed, 
3211. 
re Memorandum of Articles on Asgo- 

ciation of the Pelican and British Ins. 
Co’y; (6211. 
re London & Lancashire Ins. Co’y, 3212. 
re Standard Life Ins. Co’y, 3212. 


Luscomsz, T. H., Counsel for Co., 2478. 


Woobs. George B. See “Continental Life,” 
1363- 1308, 1424-1449, 


WorReELL, Mr. See ‘Foresters,’ 2494. 
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